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Changes Made To
Mortgage
Unprofessional
Conduct Rule

Recently Administrative Rule R162-205-1 was modified,
so that Principal lending managers are now required to
provide reasonable supervision over the activities of both
licensedand unlicensed staff working for the entity.

Other rules dealing with the advertising or marketing of
propertieswerealsoadopted. Unlessactingasareal estate
licenseeand notasamortgage licensee certainactivitiesare
prohibited. Theseactsare:

1) Providing real estate buyers or sellerswith “com-
parative marketanalysis” or otherwise assisting
buyersorsellersindetermining the offering or sales
price of real estate.

2) Representing or assistingabuyer or seller of real
estate in negotiations concerningapossible sale of
real estate, except thatamortgage licensee may
advise aborrower about the consequencesthat
the termsofapurchase agreementmay have onthe
termsandavailability of various mortgage
products.

3) Performingany otheractsthatrequirea
real estate license.

continued on page 4

Who’s Your
Continuing Education
""Banker"'?

Sometypical phone calls received by the Division go some-
thinglikethis...

“lwantto renew my license butwhen | checked my
CE online some of my CE classes were not there?”
(thisappliesto mortgage and/or real estate licensees)

“I calledthe CE providerandthe providerinformsme
that they have submitted the CE roster(s) to the
Division to be “banked” but “the Division has not
completed the CE banking process”.

“Why has the Division notbanked my CE hours?”

continued on page 4
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From the Director’'s Desk

Can you imagine a scenario where a
police officer pullssomeone over fora
“hitand run” butwhentoldthatthedriver
doesn’t have a license the officer re-
sponds “well inthatcase you are freeto
go-ifyoudon’thavealicense there’s
nothing I cando”? Asridiculousasthisseems, ithappens
almostevery day inthe appraisal, mortgage and real estate
industries. Peoplewho choose to obey the lawand gotothe
timeandtrouble of gettingalicenseare subjectto regulation
by the state, while those who ignore the lawand refuse to get
a license engage in otherwise illegal and unprofessional
behavior with seeming impunity. Itisbad enough when
someone engages inthe appraisal, mortgage or real estate
businessand doesn’tbothertogetalicense butwhatisworse
iswhen someone commits fraud inthese industriesand the
mostthe Division of Real Estate candoistoissue aCease
and Desist Order, telling the personto “please stop”.

Derek B. Miller

Thisinequity inthe law does not go unnoticed by the worst
offenders. Oftenthe Divisionwilldiscover, while conducting
aninvestigation, thatserious allegations have been made
againstsomeone who should be licensed butisnot. Inthese
situations, the response fromthe unlicensed personisalways
the same, “the Division can’tdo anything to me because |
don’thave license”. Eveninmany cases where the person
islicensed withthe Division, while meetingwithan Investiga-
torregardingallegedillegal conduct, apersonwill surrender
the license or letitexpire justto “get the Division off their
back.” Many timesthe Divisionwill continue to get com-
plaintsthatthe personisengaging inthesameillegal behavior
butsincetheynolonger havealicense, the Divisiondoesn’t
have authority to investigate or prosecute the case.

The factis that this inequity between licensees and those
engaging inunlicensedactivity iswrongand needstochange
andthatisexactly whatthe Divisionintendsto pushforinthe
upcoming legislative session. Working in cooperationwith
the Utah Association of Appraisers, the Utah Association of
Mortgage Brokers, the Utah Mortgage Lenders Associa-
tion, and the Utah Association of Realtors ® , the

Divisionhasdrafted legislativeamendmentswhichwill allow
the Divisionto investigate both licensees (under the current
law) AND those acting like an appraiser, a mortgage
broker, or a real estate agent whether the person is
licensed or not. Additionally, the proposed amendments
willallowthe Appraisal Board, Residential Mortgage Com-
mission and Real Estate Commission to conduct hearings
and impose administrative sanctions onthose acting inthe
capacity ofalicensee. The actual change to the statutory
language isfairly simple andstraightforward—justadding the
words “and those acting inthe capacity of alicensee” —but
the impactand the importance isimmense.

Another priority forthe Divisionduringthislegislative session
is to give authority to the Appraisal Board, Residential
Mortgage Commission and Real Estate Commission to
aggressively pursue fraud. Thiscanbe done by expanding
the amount of fines that can be imposed for those engaged
inillegal activity (licensed or unlicensed). Currentstatutory
limits for fines are $1,000 for appraisal and $2,500 for
mortgage and real estate. Inmost cases, these amountsare
enough to deal with minor infractions but there are many
instanceswherea$2,500 fineis less thanthe “cost of doing
business”. Considerarecentinvestigation by the Division
whereaperson (withoutalicense butstill putting buyersand
sellertogether just like a licensed real estate agent would)
wasartificially inflating values onhomes with falsified ap-
praisals, finding straw buyers, skimming the equity and
walkingaway from closingwitha$300,000““consulting fee”.
What does a $2,500 fine mean to someone who is doing
three or four of these types of deals each month? Not much!
But, with the ability toimposeafine “intheamountequal to
any economicgainderived fromtheillegal act” you can bet
that people committing fraud will startto take notice. That
is the type of authority your peers on the Board and
Commissionsshould haveandthatisthe type ofauthority our
amendmentswill givethem.

| appreciate the support of the industry groups inmoving
forward with this legislation. Withthe Division working

continued on next page
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continued from previous page

hand-in-hand withthe UAA, UAMB, UMLA and UAR, we
can beapowerful force atthe Legislature. Inadditiontothe
supportofthe professional associations, | amalso asking for
your individual and personal support for these legislative
initiatives. Thegeneral legislative sessionisonly onceayear
and only for afewweeks. Take the time to be involved with
your association, talk to your Legislator, let your voice be
heard inexpressing your concernsand whatisimportanttoyou
whilethese importantissuesare being discussed and decided.

e

DRE CARAVAN
COMING
TO A LOCATION
NEAR YOU!

Watch for the Divistons
anvual spring Caravan
We will be inv St. George;
Richfield, Moalb,; Provo,
Brighamw City and Park City.
Pre-Registratiow cowds and
agenda will be sent out soon.

3

Agents Need To Be
Smarter About
Appraisals

(WASHINGTON)-The head of the Appraisal
Institute says real estate brokers and mortgage lenders
must shoulder some of the blame in the increase in
mortgage fraud, saying, “many of the problemsrelated to
appraiser-related mortgage fraud would be addressed if
lender-clients engaged competent appraisers to begin
with.”

“Asitis, the business of home appraisalstoo often
gravitatestothe leastqualified, leastexperienced apprais-
ersas lendersand brokers consider price and turnaround
time as their most important criteria when choosing an
appraiser, rather than designations, education, qualifica-
tionsand experience,” said Richard Powers, president of
the Institute.

Powerssaidaremedy to the mortgage fraud issue
wouldinclude “expansionofeducationforall partiesinthe
real property transactions, particularly aboutthe appraisal
process.”

_ e
RE Intelligence Report

Canan inactive Agent

ﬁ recieve areferral fee?

61-2-10.2 Aninactive associate broker or sales
agent is not authorized to conduct real estate
transactions until the inactive associate broker or
salesagentbecomesaffliated withalicensed prin-
cipal brokerand submitsthe required documenation
tothedivision. Aninactive principal broker isnot
authorizedto conduct real estate transactions until
the principal broker's license isactivated with the
Division.
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Changes Made To Mortgage Unprofessional Conduct Rule

4) Advertising the sale of real estate by the use of any advertising medium, except thatamortgage licensee
may:
a) Advertise real estate owned by the licensee as a “for sale by owner”;
b) Provide advertising toa property ownerwho has notsigned anagency agreementwith areal estate

licenseeandisselling the real estate “for sale by owner”, so long as the advertising provides clear
anddistinguishable identification, contact information, function and responsibility of both the
property owner and the mortgage licensee; or

C) Advertise inconjunctionwith areal estate brokerage, so long asthe advertising provides clearand
distinguishableidentification, contactinformation, functionand responsibility of both the real estate
licensee and the mortgage licensee.

Theseruleswere adopted by The Real Estate Divisionafter aworking group was created to explore possible adverting
regulations. Thistask force involved membersofthe Divisionstaff, Utah Residential Mortgage Regulatory Commissionand
representatives from both the mortgage and real estate industries.

The Divisionisconfidentthat that these rules will address problems associated with previously unregulated advertising that
was both confusing and somewhat misleading to members of the general public. These rulesattempttoaddressthisissue
with confidence that licensees will embrace these disclosure requirements without the need for further regulation.

e

continued from page 1
Who's Your Continuing Education ""Banker?

Thesetypes of comments reflectacommon misunderstanding that the Division banks CE credit hours for licensees.
Thisis not true.

Whena CE provider becomes certified by the Division, they are mailed an approval letter explaining their responsibilities
tothe Divisionaswellasthe licensee, one of those being that they mustbank CE courses for all licensed attendees. EXxisting
mortgage rulesandaproposed real estate rule require CE providersto “bank” CE attendance within 10 days of completing
the course.

Therefore, ifyoulog onto check your CE accountand itdoes not include credit for each real estate or mortgage course
you have completed since January 1, 2006, you will need to contact the provider of the course. Those providerswho do
not promptly bank attendee’s credithoursare subject to discipline by the Division. Ifthe licensee isnotsatisfied with the
providers “banking” service they may choose not to take continuing education fromtheminthe future.

Notetothewise: Check your CE accountbalance onaregular basis. Don’tlearnonthe lastday of your renewal

cycle that the CE provider you have taken your courses from has failed to give you credit.
continued on next page
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continued from previous page

Reminder: Each licensee can verify whether their CE
credits have beenbanked by their provider(s) by going to:
WWW.promissor.com

e Clickon“Continuing Education Services” (lo-
cated under the servicestitle).

e Clickon“FindaContinuing Education Registry
Licensing Look-up”.

e Scrolldownto Utah Real Estate, thenclick go.

e Clickon*Licensee Course Transcript”.

e Enterinyourlicense number oryour SS#andyour
lastname.

e Acompletelistofall the CE coursethathave been
banked by the providerswill showinaprintable
list.

e

How Many Mortgage
LicensesAre Required?

Holdingeitheranactive PLM license ora Mortgage entity
licensealoneare insufficientto conductmortgage lendingin
Utah. The Division routinely learns that an individual
holdingaPLM license is conducting mortgage business
withoutan affiliation withan actively licensed mortgage
entity. Similarly, mortgage entitiesthat renewtheir licenses
areoftensurprisedto learnthatanactive PLM license is
alsorequiredtosolicitresidential mortgage loansin Utah.

Both an active PLM and Entity (Company) license are
required forany mortgage officer, PLM or entity to conduct
mortgage businessinour state.

Don’tbe caught “off-guard” without the required licenses.
Investigatorsandauditorsare routinely making inquiriesto
verifythatindividualsand companiesare properly licensed
tomakeresidential loans. Don’tletyour name be putinthe
disciplinaryactions“who’swho” by neglecting to have the
appropriate license to perform your profession.

S

S

DivisionHolds Successful
Instructor Development
Workshop

The Division's annual Instructor Development
Workshop (IDW)wasanoverall success. Over 100
pre-licenseand continuingeducationinstructorsfrom
the Real Estate, Mortgageandthe Appraisal industries
recently attended the Divisionsponsored IDW atthe
Radisson Hotel in Salt Lake. National instructor,
authorandtrainer Deborah Long keynoted the two-
day training course for instructors. She motivated
instructorsto sharpentheirteachingskills, provided
educational teaching strategies and taught new
instructional techniques. Deborah also shared
informationonteachingstudentswithdifferentlearning
stylesand diverse backgrounds.

Theworkshop included an afternoon session where
DRE Director, Derek Miller, Education/Licensing
Director, Mark Fagergren,and Enforcement Director,
Jon Brown provided educators with DRE updates,
new rulesand interesting stories.

Thanks to all those who attended and provided
feedback for nextyears IDW.

=




Utah Division of Real Estate News

6

CSBS and AARMR
Offer Guidance
On
Non-traditional
Mortgage Products

(Combined article presented to licensees from both
The Utah Division of Real Estate and
The Utah Department of Financial Institutions)

The Conference of State Bank Supervisors (CSBS) and
the American Association of Residential Mortgage Regu-
lators (AARMR) have offered guidance onnontraditional
mortgage products with the expectation that state agencies
that regulate residential mortgage brokers and lenders
would issue guidance for use by their respective licensees.

Inrecentyears, consumer demand and secondary market
appetite have grown rapidly for mortgage products that
allow borrowersto defer paymentof principal and, some-
times, interest. These products, often referred to as
nontraditional mortgage loans, including “interest-only”
mortgages and “payment option” adjustable-rate mort-
gageshave beenavailableinsimilar formsfor many years.

Lendersare increasingly combining these loanswith other
practices, suchas making simultaneous second-lienmort-
gagesandallowing reduced documentation inevaluating
the applicant’s creditworthiness. While innovationsin
mortgage lending can benefitsome consumers, these lay-
ering practices can presentunique risks that lenders must
appropriately measure, monitorand control.

Concernsare elevated with nontraditional productsdueto
the lack of principal amortization and potential accumula-
tion of negativeamortization. Furtherconcernsarise dueto
the factthat these productsand practices are being offered
toawider spectrumofborrowers, including somewhomay
not otherwise qualify for traditional fixed-rate or other
adjustable-rate mortgage loans, and who may not fully
understand the associated risks.

Nontraditional mortgage loan products are more complex
than traditional fixed-rate products and adjustable rate prod-
uctsand presentgreater risks of paymentshock and negative
amortization. Lenders should ensure that consumers are
provided clear and balanced information about the relative
benefitsand risks of these products, ata time that will help
consumers’ decision-making process.

Areasof particular concerntoregulatory agencies include the
following:

Collateral-Dependent Loans - Lenders should avoid the use
of loantermsand underwriting practicesthat may resultinthe
borrower having to rely on the sale or refinancing of the
property once amortization begins. Loansto borrowerswho
donotdemonstrate the capacity torepay, asstructured, from
sourcesotherthanthe collateral pledgedare generally consid-
ered unsafe and unsound.

Risk Layering—Nontraditional mortgage loans combined
withrisk layering features, suchas reduced documentation
and/or asimultaneous second-lien loan, pose increased risk.
Whenrisksare layered, alender should compensate for this
increased risk with mitigating factors that support the under-
writing decisionand the borrower’s repayment capacity.

Reduced Documentation—Lendersare increasingly relying
onreduced documentation, particularly unverifiedincometo
qualify borrowersfor nontradional mortgage loans. Because
these practices essentially substitute assumptionsand alter-
nate information forthe waived datainanalyzingaborrower’s
repaymentcapacity and general creditworthiness, they should
be used with caution.

Simultaneous Second-Lien Loans—Simultaneous second-
lienloansresultinreduced ownerequity and higher creditrisk.
Historically, ascombined loan-to-value ratiosrise, defaults
riseaswell. Adelinquentborrowerwith minimal ornoequity
inaproperty may have little incentive towork withthe lender
to bring the loan current to avoid foreclosure. Inaddition,
second-lienhome equity lines of credit (HELOCs) typically
increase borrower exposure to increasing interest ratesand
monthly paymentburdens. Loanswithminimal ownerequity
should generally nothave apaymentstructure thatallows for
delayed or negative amortization.

continued on page 15
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Reproduced with permission from Daily Report for
Executives, No. 204, pp. C-1 C-4 (Oct. 23, 2006)
Copyright 2006 by the Bureau of National Affairs, Inc.
(800-372-1033). <http://www.bna.com>

Inflated Appraisals
Emerging as
Problem as Housing
Market Slows

Thewillingness of many appraisersto inflate housing values
fortheir clientsmay have played asizeableroleinaiding the
double-digitprice gainsseeninthe U.S. housing marketsince
2004 and no one is as concerned about it as the appraisal
industryitself.

“Whatwe have seenisanactive market over the pastthree
yearsand with that have come absolutely skyrocketing real
estate values. Nowwe’re seeing thattrend changeand we’re
going to be trying to determine how much of it was truly
attributable to demand and how much was from overstated
values,” Larry Disney, president of the Association of Ap-
praiser Regulatory officials and executive director of the
Kentucky Real Estate Appraisers Board, told BNA.
Thereislittle datato prove howmuchof lastyear’s 13 percent
gaininhome pricesmighthave beenduetoinflated appraisals,
but a study conducted by October Research found that 55
percent of appraisers have reported being pressured by
mortgage brokersor realtorsto meetapredetermined value
to help the home sale move smoothly.

Suspicious Numbers. Worse, October Research also
foundthat 26 percent of appraisersadmittedto inflating about
one of every two property valuation reports they complete.
Fannie Mae also reported that 99.5 percent of the appraisals
done for loans it has purchased met the contract price. In
theory, industry officials said the value provided by the
appraiser should always match the sales price. Inreality,
however, buyersandsellersrarely have perfectinformationat
the time ofthe transaction.

“I canunderstand howanappraiser would haveavalueatthe
full contract amount. If there are comparable sales that
supportthe value opinion, ifthe house hasbeen onthe market
forareasonable period of time, ifthe sellerisnotgiving any

bigconcessions, | canseeit. Butwouldthathappenall the
time-absolutely not,” Disney said.

Disney and other state regulatorssaid itis no coincidence
that mostappraisals meet the contract price. With heavy
workloads in the fast-moving real estate market and
competitiontightthroughoutthe industryasignificantnum-
ber of appraisers must have been letting their standards
slip.

Pressure from mortgage brokers or realtors to meet a
predetermined number isone reason for inflated apprais-
als, butamore subtle cause may be thatappraiserssimply
finditeasierto makesuretheirreporthitsthe numberonthe
contractthanrisk disappointingaclientand notgetting paid
forthereport.

“The typical motivating factor for appraisers preparing
fraudulent appraisals is repeat business,” said Rachel
Dollar, areal estate attorney atthe Dollar Law firm, during
anOct. 12 Appraisal Foundation conference onvaluation
fraud.

Eveninclear cases of mortgage fraud where anappraiser
actedasawillingaccompliceinaplantooverstate the value
ofaproperty, the appraisers have often received nothingin
return forthe higher appraisal except for their $350-$450
fee, Dollarsaid.

AppraisersVulnerable to Broker Pressure. Unlikein
the 1980’s, when savings and loans and banks originated
most of the loans for home purchases, about 80 percent of
home buyers now use mortgage brokers for their loans.
Whilethe loanofficersatbanksface losingtheir jobsifthere
aretoo many defaults ontheir loans, the increased use of
mortgage brokersinthe industry “addsaparty thatdoesn’t
have an interest in the transactions-other thanto see itgo
through,” said John Brenan, director of Research and
Technical Issuesatthe Appraisal Foundation.
Theburdenisonthe appraiser to choose the ethical route
and notsuccumbto lender pressure, but in the real world,
officials said mostappraisersare running their own small
businesses and are under financial pressure to get new
clientsand keep existing ones.

continued on page 8




Utah Division of Real Estate News

8

continued from page 7

A Widespread Problem?
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“Sometimes loan officers pressthem, saying: ‘Weneedtohave
you lightenupalittle bitand work with me more so we all get
paid.” Appraisersknow it’swrong, buttoo oftenthey’ll give
inbecause it’sonly afew thousand or because ‘Joe’sbeena
goodclientforyears,”” said Bob Keith, administrator of the
Oregon Appraiser Certificationand Licensure Board.
With$2.3trillioninloanoriginations during 2005, evenasmall
percentage of fraudulent or inflated appraisals could represent
a significant amount of money. Disney said if an average
appraiseraccepts 300-400 assignments per year and isadding
just $10,000-$15,000 per home, “that adds up to a lot of
money” that may not be there supporting the loans made by
banks.

Ironically, elements of the regulations covering appraisal stan-
dards, alongwithalack of safeguards in place to keep brokers
and realtors from exerting influence over appraisers, have
contributed to some of the problems in the system.

Oneruleisthatappraisals ordered by homebuyers cannot
be accepted for loans that will be backed by federal
institutions. Regulatorssaidthe theory isthatbuyersaretoo
emotionally connected to the transaction and may try to
influence appraisers to meetthe necessary numbers, even
if that means the house could cost them more. Brokers,
however,who have onlyafinancial interestinensuring that
the appraisal meets their clients’ needs, are allowed to
order an appraisal.

“Itmay betimeto look atthose rules,” Brenan said. One
solutionisto have appraisals ordered only by athird party
withnointerestinthe transaction, cutting outthe possibility
thatrealtors or mortgage brokers could try toinfluence the
appraiser, officials said.

The Federal Reserve, the Office of the Comptroller of the
Currency, and other banking regulators issued aguidance
in 2004 saying that institutions must get their appraisals
from independent sources, but stopped short of saying
banks are required to have the appraisals ordered from

parties outside of the transaction.
Another quirk stems from the standards developed to

ensurethatall appraisersare using the same proceduresto
ensure equality and consistency. Since the Savingsand
Loancrisisofthe late 1980’s, Congress hasrequired states
to license appraisers and use the Uniform Standards of
Professional Appraisal Practice (USPAP) asthe basis for
theirregulations. USPAP outlinesthe appropriate meth-
ods forappraisersand requiresthatappraisers be givenall
available information about a property in order for the
appraisal to be done, which typically includes the sale
contract foraproperty.

While state regulators see getting the sales contract as
necessary in determining appropriate value, some argue
thatreceivingthe sales price isakintogiving studentsatest
with the answersattached.

“It has always troubled me that appraisers are given the
pricethatwasnegotiated prior tothe appraisal. Tosay that
doesn’thave someeffectonthepriceis, I think, naive,” said
Derek Miller, director of the Utah Division of Real Estate.
Butprovingthatanappraisal was intentionally inflated to
meetacontractprice can betough, especially if itisafast-
moving market. Because of the vastnumber of transactions
that occur and the nature of the industry, whichrelieson
individuals’ opinionsandtheir level of experience, officials
said appraisers havealot of flexibility.
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“Therearen’tmany appraisers outthere whoare good enough to
say: ‘The value of the house is $245,000. | know you want
$250,000, but I can’tdoit,”” Brenan said.

Sincesomuch ofthe jobreliesonexperienceand opinion, itisnot
uncommon for appraised values to differ by as much as 10
percent, particularly insituationsinwhich apropertyisinarural
areawith an odd-sized lotand several unique features. “Finding
somethingtruly comparable onsome houses justisn’tpossibleall
ofthetime,” Utah’s Miller said.

Some have argued that being told the sales price
beforehand, as currently required, is akin to giving
students a test with the answers attached.

-Derek Miller, Director of the
Utah Division of Real Estate

Inurban areas where there are a lot of similar houses, a strong
sample of comparable sales, and a well-defined boundary for
neighborhoods, athree percentvariance between two appraisers
on the same property mightbe more normal, he said.

Butthe appraisal industry’s standard practicesallow for large
variationsaslongasthe value opinioniswell documented. “It’s
like seventh grade algebra; you have to showyourwork,” Miller
said.

Lenders Tightening Review Process. While relatively few
complaintsare beingraised outside the real estate industry, there
are enough concerns that banks have been tightening up their
procedures for evaluating appraisals during the underwriting
process.

Connie Wilson, executive vice president of Interthinx, atechnol-
ogy firmspecializing inmortgage fraud detectiontools for banks,
said her staff has tripled in the last few months because of a
growing volume of mortgage fraud cases.
“Ofour1,200-1,300clients, there have been 48,158 times that
lenders have come to us and said they never want to see an
appraisal fromacertain personagain. Many of those 48,000 are
counted more than once because there are several banks that will
not use their appraisals, but that’s still a strong statement that
banks never want to see reports from those appraisers again,”
Wilsonsaid.

Interthinx hasalso received another 45,000 requests from banks
to place certain appraisers on a watch list so their appraisals
reportsare givenanextrascrutiny beforealoanisapproved.

9

Fraud Cases on the Rise. The Federal Bureau of
Investigation has said mortgage-related suspiciousactiv-
ity reports have jumped from about 5,600 in 2002 to
22,000in 2005 as the real estate market has taken off.
Losses duetomortgage fraud jumped from $429 million
in 2004 to more than $1 billion in 2005.

Industry officialssaid thatnumber is likely dwarfed by the
number of appraisals that have been inflated due to
negligence orincompetence, whichwouldnotbe counted
in the fraud figures because there was no proof of an
intentiontocommitacrime.

Whilethe FBland regulatorsare most focused on larger
cases of fraud, Disney estimates that they represent a
small portion of thetotal level of fraud.

About 10 percent of the cases in which real estate has
been overvalued in the United States are due to inten-
tional effortsby appraisersto overstate avalue, Disney
said, compared to 70 percent of cases inwhich incom-
petence because of a lack of experience or proper
training was the primary cause of the errant valuation.
Disney said the other 20 percent of cases can be
attributed to negligence, such asanappraiser failing to
look atboth the frontand back of ahouse before issuing
thereport.

William Stern, supervisory special agent forthe FBI’s
mortgage fraud division, said the bureau ismostworried
aboutthe major criminal enterprisesand the rising num-
ber of incidents in which organized crime groupsand
terrorism-related individuals are attempting toraise cash
through fraudulentreal estate transactions.

Smaller casesthat do notwarrant the attention of the FBI
are referredto state authorities, but state regulators said
they do not have the resources necessary to properly
investigate many complaints.

Regulators Seeking More Funding. “There’ssimply
not enough time or resources to catch the bad guys,”
Oregon’s Keithsaid. He said afederal effortto either
increase funding for appraisal industry regulators or at
leastencourage states to increase their funding would
yieldamajorimprovementinoversight.

Disney also said he isencouraging federal officials to
seek more money for state regulators. His department
has only four staff members, including Disney, and only

continued on page 14
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Licensing Actions
and Disciplinary
Sanctions

APPRAISER

. Please note thatthere are 30 days afterthe
A order date for a licensee or an applicant to
& file a request for agency review of the

order, and that there are 30 days after the
issuance of an order on review for a licensee or an
applicant to file a petition for judicial review. Some of
the orders listed may be within those appeal periods.

DRAKE, TIMOTHY W., State-Certified Residential
Appraiser, Spring City, UT. Certification revoked effec-
tive January 4,2007 for: 1) violating the Conduct Section
of USPAP by acting as an advocate by appraising low
when itwould be tothe homeowner’sadvantage tohavea
lowappraisal and appraising the same property higher 70
days later when itwould be to the homeowner’sadvantage
tohaveahigherappraisal; 2) violating the Record Keeping
Sectionof USPAP by failingtoinclude inhisworkfiles data,
informationand documentationto supporthisopinionsand
conclusions; 3) violating USPAP Standards Rule 1-1(b)
by committing asubstantial error of omission or commis-
sion; 4) violating USPAP Standards Rule 1-4(a) by
disregarding comparable sales data on the low appraisal
that indicated a value higher than the low appraisal; 5)
violating USPAP Standards Rule 1-6(a) by failing to
reconcile the available sales data and instead using the
comparable sales that would support the value that was
needed for the homeowner’s purposes; and 6) violating
USPAP Standards Rule 2-1(a) by setting forth the apprais-
alsinamanner thatwas misleading. #AP18262.

MORTGAGE

Please note that there are 30 days after
the order date for a licensee or an appli-
canttofile arequestfor agency review of
the order, and thatthere are 30 days after
the issuance of an order on review for a licensee or an
applicant to file a petition for judicial review. Some of
the orders listed may be within those appeal periods.

AMERIFUND FINANCIAL, dba ALL FUND MORT-
GAGE, Licensed Mortgage Entity, Tacoma, WA. License
renewed in a November 7, 2006 Order, but placed on
inactive status until it obtained a licensed Utah Principal
Lending Manager.

GARCIA,RONALD, Mortgage Officer, West Valley, Utah.
Agreedtopaya$2,000.00fine forviolating Utah Code Ann.
§861-2¢-301, which prohibits making a false statementtoa
lender. InMay, 2006, after aborrower had signed settlement
documents, Mr. Garciareceivedacall fromthe lender stating
thatthey had never received the initial loan documentsand
wouldneedtheminordertofundtheloan. Mr. Garciasigned
the borrower’s name on a Good Faith Estimate, a Truthin
Lending Disclosure Statement, and various other noticesand
disclosures and submitted them to the lender. The lender
noticed a discrepancy in the borrower’s signature and de-
clinedtoproceedonthe loan. Mr. Garciamaintainsthatthe
borrower asked him to sign her name and that he has
reimbursed the borrower for the earnest money depositshe
lostwhen her loandid not fund. #MG29715.

GOODMAN, BRIAN, Principal Lending Manager,
Centerville, UT. Agreedtopaya$2,000.00 fine because of
violating U.C.A. Section 61-2¢-301(1)(r)(2005), whichre-
quired a control person of an entity to exercise reasonable
supervisionovertheactivitiesofthe individualsengagedinthe
business of residential mortgage loans onbehalf of the entity,
andoverany unlicensedstaff. While Mr. Goodmanwasthe
control person for USA Lending Group, mortgage loan
officer Phillip C. Mullennax originated loans for that entity
after the August 31, 2005 expiration of his license until
sometime inearly 2006. #MG 29550.

HAMILTON, FRIEDA M., Mortgage Officer Applicant,
Salt Lake City, UT. License application approved in a
November 6, 2006 Order, butthen immediately suspended
until she submitsevidence thatshe hascompletedall require-
mentsimposed by the Sandy Justice Courtinconnectionwith
adiversionagreementtoresolve Disorderly Conductcharges.

NUGENT, PATRICK, Mortgage Officer Applicant, South
Jordan, UT. Licenseapplication denied inaNovember 6,
2006 Order because of factors including a January 6, 2005
National Association of Securities Dealers (NASD) bar from
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associating withany member. Mr. Nugent may notreapply
for five years from the date of the NASD bar.

RAUCH, NATHAN, Mortgage Officer Applicant, Salt
Lake City, UT. Licenseapplicationapproved inan October
18, 2006 Order but then immediately suspended until he
submitsevidence thathe has paid in full the fine ordered by
the West Valley City Justice Court in a motor vehicle
registration/proof of insurance case and until he has com-
pleted the West Valley City Values Course.

SELIM, NEZZAR N., Mortgage Officer Applicant, Roy,
UT. Licenseapplicationapprovedinan October 18, 2006
Order but then immediately suspended until he submits
evidence of the outcome of a Criminal Mischief charge
pending in Second District Court in Ogden, Case
061901911.

SPETH, LAURIE, Principal Lending Manager, Ogden,
UT. Agreedto pay a$2,500.00 fine because of violating
Utah Code Section 61-2¢-301(1)(r), which requires a
principal lending manager to exercise reasonable supervi-
sionovertheactivities ofthe mortgage officerslicensed with
the entity and any unlicensed staffemployed by the entity. A
processor for the entity filled out and signed a document
indicating thathe was the borrowers’ landlord and that the
borrowers had never been 30 days late on the rent. This
formwas submitted toalender, butthe lender learned that
the processor was notthe borrowers’ landlord, and the loan
was notmade. Inmitigation, Ms. Speth maintains thatshe
was notaware of what the processor had done and that the
processor no longer works for the entity. Infurther mitiga-
tion, the Division conducted an unannounced recordsin-
spection of the entity and found no additional files inwhich
documents appeared to have been falsified. #MG29435.

TRIPP, BRANDON and TRIO CAPITAL, LLC, Li-
censed entity and its control person, West Jordan, UT.
Agreedtopaya$2,500.00 fine because of violating U.C.A.
Section61-2¢c-301(1)(f), which prohibits violating the mort-
gage licensing statute. Inearly 2006, while Mr. Trippwas
control personfor Trio Capital, LLC, the entity employed
Christy Lynn Harperasamortgage officer. Harperwas not
licensed, her mortgage officer license having expired on
December 31, 2004. #MG30947.
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WRIDE, TROY, Mortgage officer, Lehi, UT. Agreedto
pay a$300.00fine for violating Administrative Rule R162-
208.4.1, which states that the fourteen hours of continuing
education required to renew a license must include two
credit hours of ethics and three credit hours related to
compliance with Federal and State laws governing mort-
gage lending. Although Mr. Wride had taken fourteen credit
hoursof continuing education priorto hisrenewal, he had not
takentwo credit hours of ethicsand he had only taken one
credit hour related to compliance with Federal and State
laws governingmortgage lending. Aspartofthe Division’s
audit process, Mr. Wride completed a two-hour ethics
course and atwo-hour federal law course. #MG29349

The following is a list of individuals whose mortgage
officer licenses were revoked for failure to accurately
disclose their criminal background on their initial ap-
plications.
Name Revocation Date

Roxanna E. Draper
Gerod M. Makoni

August 24, 2006
August 25, 2006

REAL ESTATE

Please note that there are 30 days after
the order date for a licensee or an appli-
cantto file a request for agency review of
the order, and that there are 30 days after
the issuance of an order on review for a licensee or an
applicanttofile a petition for judicial review. Some ofthe
orders listed may be within those appeal periods.

ATKINSON, DAVID R., Sales Agent, Cedar City, UT.
Agreedtosurrender his license effective October 18, 2006
because he was convicted of 2nd Degree Felony Sex Abuse
of a Child in 5th District Court in Cedar City, Case
051500324. Mr. Atkinsonmay notapply foranew license
for at least five years after the date his license was surren-
dered. #RE30927.

continued on page 12
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BECKSTEAD, SCOTT L., Principal Broker Applicant,
Preston, ID. Application for licensure by reciprocity ap-
proved on probationary statusina November 6,2006 Order
because of factorsincluding licensing actionsagainsthim by
the State of Idaho, and failure todisclose one of those actions
tothe Utah Division of Real Estate. Aspartofthe probation,
the Divisionwill conductanaudit of Mr. Beckstead’s trust
account.

EOFF, TAIGE, Sales Agent Applicant, Salt Lake City, UT.
Applicationforsalesagent license denied ina November 3,
2006 Order because of factors including a February, 2006
conviction of Class A Misdemeanor Theft as a result of
offering goods for sale onthe Internetand then stealing the
goodsfromhisemployertofill ordershereceivedinresponse
tothe Internetlisting.

GOYZUETA, ALEX, Sales Agent Applicant, Salt Lake
City, UT. Applicationforsalesagent license approved on
probationary statusinaNovember 6, 2006 Order because
of factorsincludingthe factthatheisstill on criminal probation
and under a criminal plea agreement in a case involving
misdemeanor Marijuana Possessionand Misdemeanor Pos-
session of Paraphernalia. While hislicense ison probation,
Mr. Goyzuetawill be required to informany principal broker
withwhom he licenses that his license is on probationary
statusand tosubmittothe Divisionwrittenacknowledgement
from each such broker that the disclosure has been made.

GYGI, RYAN W., Sales Agent, Salt Lake City, UT.
Agreedtopay a$1,400.00 fine for renewing hislicenseand
affirmingthat he had taken 12 hours of continuing education
although he could not supply proof when audited by the
Divisionthathe had takenany continuingeducation inthe two
years preceding hisrenewal. Mr. Gygi maintained inmitiga-
tionthat he thought that his license was inactive and that he
therefore did not need to have completed any continuing
educationinordertorenew hislicense. #RE28273.

LORA, IVAN, Sales Agent Applicant, Salt Lake City, UT.
Application forsalesagent license approved on probationary
status in a December 18, 2006 Order because of factors
including motor vehicle related misdemeanors. While his
license isonprobation, Mr. Lorawill be requiredtoinform
any principal broker withwhom he licensesthathislicense is
onprobationary statusand to submitto the Division written
acknowledgement from each such broker that the disclosure
has been made.

REYNOLDS,DOUGLAS, Sales Agent Applicant, Ogden,
UT. Application for salesagent license approved on proba-
tionary status in a December 8, 2006 Order because of
factorsincluding pastdisciplinary actionsand past denial of
renewal when Mr. Reynoldswas previously licensed by the
Division prior to March, 2000. While his license is on
probation, Mr. Reynolds will be required to inform any
principal broker withwhom he licensesthat his licenseison
probationary status and to submit to the Division written
acknowledgementfromeach such broker thatthe disclosure
hasbeenmade.

SCHILLER, KAREN, Sales Agent, St. George, UT. Agreed
to pay a$500.00 fineand complete an ethics course because
of violation of Administrative Rule R162-6.1.1.1 which
prohibitsany agreementthatisnotdisclosedtoalenderthat
could have amaterial effecton the granting ofthe loan. Ina
transaction in the summer of 2005, Ms. Schiller agreed to
lend abuyer some of his closing costs. The loanshowedon
the settlementstatementas “agentcommission credit,” which
did notgive notice to the lender that the funds were actually
aloanand notagift. #/RE28896.

SHEHAN, MICHAEL L., Principal Broker, Sandy, UT.
Broker license suspended for one year and sales agent
license issued in its place, fined $500.00, and ordered to
complete the Division’s Trust Account Seminar because of
violation of Utah Code Ann. Section 61-2-11(14), which
requiresaprincipal broker to exercise reasonable supervi-
sion over the activities of the broker’s licensees and any
unlicensed staff. Mr. Shehan was also fined $500.00 and
orderedtoattendthe Division’s Trust Account Seminar. Mr.
Shehan was the principal broker for a licensed property
management company known as A&D Property Manage-
ment, LLC (“A&D”),and was notactively involvedinthe
management of the company. A clientofthe company filed
acomplaintwith the Divisionalleging, among other things,
thatduring the winter of 2005-2006, A&D failed to properly
drain swamp coolerson four rental unitsand to turn off the
water supply to those swamp coolers, resulting in substantial
damage to the units. #RE28883.

SHOWALTER, DAVIDH., Principal Broker, SantaClara,
UT. Licensed suspended for three years beginning Novem-
ber 3,2006 and fined $2,500.00 based on violation of: Utah
Code Ann. Section 61-2-11(1), which prohibits making a
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substantial misrepresentation; Section 61-2-11(8), which au-
thorizesdisciplinaryactionagainstalicenseewhoisfoundtobe
unworthy or incompetent; Section 61-2-11(16), which pro-
hibitsbreachingafiduciary duty toaprincipal; Section 61-2-
11(18), whichauthorizesdisciplinaryactionagainstalicensee
whoisfoundguilty of unprofessional conduct; and Administra-
tive Rule R162-7.2, which requires a licensee to provide a
written response to the Division concerning acomplaintre-
ceived by the Division. Mr. Showalter represented Ed and
NadiaPresley when they purchased ahome, and kepta key
totheirhome withouttheir knowledge or permission. Ontwo
occasions, Mr. Showalter entered the home without permis-
sion using the key he had retained. Mr. Showalter also
misrepresented to the Division by failing to disclose on his
application for renewal that he was charged with afelonyand
with misdemeanors in two different criminal cases and by
characterizingapleainabeyancethathe hadenteredintoasa
“nonreal estate situation” whenitreally involved hisunautho-
rizedaccessto, and use of, the Presleys’ home. Mr. Showalter
also failed to provide a written response to the Presleys’
complainttothe Division. #RE20506.

WARINER,JAMES N., Sales Agent Applicant, Clearfield,
UT. Applicationforsalesagentlicense denied inaJanuary 3,
2007 Order because of factors includingacriminal conviction
of Lewdness InvolvingaChild, unpaid restitution, probation-
ary status, and the factthat Mr. Wariner appears onthe Utah
sexoffenderregistry.

When does an Agent need to
disclose that he or sheisa
principal inatransaction?

R162-6.1.3. Licensee’s Interest in a Transaction. A lic-
enseeshall noteither directly or indirectly buy, sell, lease or
rentany real property asaprincipal, withoutfirstdisclosing
inwriting onthe purchase agreement or the lease or rental
agreementhistrue positionas principal in the transaction.
Forthe purposesofthisrule, alicensee will be consideredto
bea*“principal inthetransaction” if he:a) ishimselfthe buyer
orthe lesseeinthetransaction; b) hasany ownership interest
inthe property; c) hasany ownership interestinthe entity that
is the buyer, seller, lessor or lessee; or d) is an officer,
director, partner,member, oremployee of the entity thatis
the buyer, seller, lessor or lessee.
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How Do | Find
Approved
Continuing Education
Courses Through The
DRE?

Alistof approved Continuing Education courses for Real
Estate, Mortgage and Appraisal can be found onthe DRE
website. Gotowww.realestate.utah.gov click on Educa-
tion, and choose the appropriate industry.

EXAMPLEBELOW

Real Estate

Licensees mustcomplete 12 hours of certified continuing
education every renewal cycle (2 years), including the
mandatory three-hour Core Course. A minimum of 6
hours mustbe LIVE education. Amaximum of 6 hours
may be PASSIVE education (videos watched outside the
presence of a pre-license instructor). Please verify the
type of creditwiththe course provider. Ifyou have taken
acoursethatwasnotpre-certified by the Division you may
submitan Applicationfor Real Estate Continuing Education
CreditforaNon-Certified Course.

e Pre-License Real Estate Schools

o Approved Continuing Education Courses

o Approved Continuing Education Courses

(online)

o Approved Online Core Course Providers

APPROVED
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continued from page 9

Analysis & Perspective

oneisaninvestigator. The Kentucky Real Estate Appraisers
Board hasalso contracted with five other specially trained
appraisersto help themconductinvestigations, Disney said
heisonly scratching the surface of the problem.

“States see this program as an unfunded mandate and the
federal oversightboard needs to be able toensure thatthere
isanappropriate level of funding going to the state boards.
There needs to be some sort of reporting mechanism to
make sure every state has whatitneeds to operate onaday-
to-day basis,” Disney said.

He recommended that states start using licensing fees from
appraisersto fundappraisal boards, rather thansimply put
the money inthe general fund.

State regulators and the Appraisal Foundation have also
been pushing for help from the federal governmenttotry to
harmonize regulatory regimes and enforcement practices
among the states.

Disney said the penalties for a violation may range from
revokingalicense inone state to atwo-week suspensionin
the next state. Moreover, states are not required to share
theirinformationabout licensing, so an appraiser that has
beensuspended in his home state may still be ableto geta
license inaneighboring state.

Industry officialsalsosaid Congress needsto consider giving
the Appraisal Standards Committee agroup of representa-
tives fromthe nation’s five banking regulators-more author-
ity to take enforcement actions against states that are not
doingenoughto crack downonappraisal or mortgage fraud
problems.

Currently, the federal standards committee only has the
authority to decertify astate’sappraisal board, whichwould
prevent appraisals in that state from being used for any
federally backed home loans, but that step has never been
taken and is seen as an overly extreme action is most
circumstances.

False Sense of Security. Still, state regulators worry that
therewillbe bigger problemsinthe near future withoutsome
help fromthe federal government.

Oregon’s Keith called appraisal inflation an “epidemic”
because the values on every home that is appraised are
based onsales prices of comparable homesinthearea. If

those valueswere inflated aswell, the problemmay be much
larger than most people imagine.

“Alot of Americans...have been lulled
into a false sense
of security. If the system breaks,
someone’s going to
pointafinger, and it will probably be atus.”

-Robert Keith, Administrator, Oregon Appraiser
Licensureand Certification Board.

“Alotof Americans, | believe, have beenlulled into a false
sense of security. Ifthe system breaks, someone’sgoingto
pointafinger, and it will probably be at us, the appraisal
regulators,” Keithsaid.

Keith said he isespecially concerned about the impact ofa
correction in pricesonhomeowners who have refinanced
recently, possibly relyingonanestimate of theirhome’svalue
that was questionable at the time of the appraisal. Should
pricesfall sharply onthose “questionable” homes, itcould
leave alarge number of Americans owing banks morethan
theirhomesare worth, Keith warned.

Disney alsostressed that inflatinganappraisal, regardless of
howwell-intended the reason, always puts the systematrisk
and hurts the credibility of the appraisal profession.
“Ifanappraisersays, ‘We’regoingtogive you$10,000 here
and help you buy a house,” in my opinion, that’s just as
egregious as someone overvaluing a house so it can be
flipped,” Disney said.

Whileindustry officialsand regulatorsagreethatthereisalot
that can be done to tighten up the system and improve
regulatory effectiveness, they also said such concernsare
natural since the regulation of the appraisal industry isstill
relatively new.

The current system is “only in its infancy,” having been
created between 1990 and 1992, so there is still a lot of
potential for improvement, Disney said. “This period of
allegations of fraud will focus more attention on us and
ultimately make us biggerandstronger.”

By Brett Ferguson
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continued from page 6

CSBS AND AARMR Offer Guidance

Introductory Interest Rates—Many lenders offer introduc-
tory interestrates thatare set will below the fully indexed
rateasamarketingtool for paymentoption ARM products.
Indeveloping nontraditional mortgage products, a lender
should consider the spread between the introductory rate
andthe fully indexed rate. Since initial monthly mortgage
payments are based onthese low introductory rates, there
isagreater potential foraborrowerto experience negative
amortization, increased paymentshock, and earlier recast-
ing of the borrower’s monthly payments than originally
scheduled.

Lending to Subprime Borrowers — Mortgage programs
thattarget subprime borrowersthroughtailored marketing,
underwriting standards, andrisk selectionshould followthe
applicable interagency guidance on subprime lending.
Among otherthings, the subprime guidance discusses the
circumstances underwhich subprime lending can become
predatory orabusive.

Non Owner-Occupied Investor Loans — Borrowers fi-
nancing non owner-occupied investment propertiesshould
be qualified ontheir ability to service the debt overthe life
ofthe loan. Loantermsshouldalsoreflectanappropriate
combined LTV ratio that considersthe potential for nega-
tiveamortizationand maintains sufficientborrower equity
overthelife of the loan. Further, nontraditional mortgages
to finance non owner-occupied investor properties should
require evidence that the borrower has sufficient cash
reservestoservicetheloaninthe nearterminthe eventthat
the property becomesvacant.

While nontraditional mortgage loans provide flexibility for
consumers, regulatorsare concerned that consumers may
enterintothese transactionswithout fully understanding the
product terms. Nontraditional mortgage products have
been advertised and promoted based on their near-term
monthly paymentaffordability, and consumers have been
encouraged to select nontraditional mortgage products
based onthe lower monthly payments that such products
permitcompared with traditional types of mortgages. In
additiontoapprising consumers of the benefits of nontradi-
tional mortgage products, lenders should ensure that they
also appropriately alert consumers to the risks of these
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products, including the likelihood of increased future payment
obligations. Lendersshouldalso ensure that consumershave
information thatistimely and sufficient for makingasound
productselectiondecision.

Tofindthe source information for thisarticle proceedto
the following website: http://mwww.csbs.org/AM/

Template.cfim?Section=Press_Releases Archives& Template=/
CM/HTMLDisplay.cfm&ContentID=7461

e
Lisensee Statistics
As of January 2007

o PHAL LSTATE
Sales Agents. . . . . . ... 14,800
Principle Brokers. . . . . . . . . ... .. .. 2,253
Associate Brokers. . . . . ... ..o 1,191
Branch Brokers. . . . . . . . . ... ... .. 210
DualBrokers . . . . . . . . . ... 73
Property Management Brokers . . . . 23
Real Estate Companies. . . . . . . . . . 2,229
Pre-license Schools. . . . . . . . . . . . .. 13
Pre-license Instructors. . . . . . . . . . . b0
CE Instructors . . . . . . . . . ... 430
CE Providers. . . . . . . . ..o 365
CE Courses. . . . . . . . . . i 779
Inactive Sales Agent . . . . . . . . . 4,209
Inactive Associate Brokers . . . . . . . . .. 65
Inactive Principal Brokers. . . . . . . . . .. 314

o MORT{AGE
Mortgage Lending Officers. . . . . . . . .. 6,878
Principal Lending Managers. . . . . . . 1,179
Associate Lending Managers. . . . . . 161
Mortgage Companies. . . . . . . . . . .. 1,099
Pre-license Schools. . . . . . . . . . . . .. 16
Pre-license Instructors. C e e 58
CE Providers. . . . . . . . .. ..o 64
CE lInstructors. . . . . . . . . ... 136
CE Courses. . . . . . . . . . o 388
Inactive Individuals . . . . . . . . . . .2,524
Inactive Entities. . . . . . . . . . . . . L. 774

o APPRAISERS
Certified General Appraisers. . . . . . . 360
Certified Residential Appraisers. . . . .657
Licensed Appraisers. . .. ... 178
Trainees. . . v v v e 457
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Staff Spotlight

Enforcement Director
Retires
From
Division
During December,JonR.
Brown retired from the
UDRE after 17 hears of
dedicated service. Jon
came to the Division of
Real Estate from the
bankingindustry. Hewas
the asset manager of the
foreclosure department

of Valley Bank. Prior to that he worked for 20 years
managingasmall mortgage company.

Oneday while stoppingto registeratimeshare subdivision
withthe Division, Jon spoke toa Divisionemployee who
realizing Jon’s background as a real estate broker and
appraiser, suggested that Jon mightwantto speak with the
Divisionaboutanemploymentopportunity asan investiga-
tor.

Thusthe Division’sworking relationshipwith Jonbegan. He
worked asaninvestigator for 8 years until he was promoted
to Chief Investigator for the Division. He hasserved inthat
capacity for 8 years. For the past year he has served as
Enforcement Director.

Overwhelmed with only two other full-time investigators,
Jon*“inherited” acaseload of 60 casesthatwere 4 yearsold
whenhebegan! Sincethattimethe Divisionbeganregulating
appraisersand 6 years ago mortgage officers came under
thejurisdiction ofthe UDRE.

Jon has accomplished much in his time working for the
Division. Heisproud of streamlining the investigative and
reportwriting process. “Itisnowmuch lesscumbersome...”
accordingto Mr. Brown. Othertime saving processes have
beenintroduced based upon Jon’s recommendations. Jon
delegated specificresponsibilitiesto hisnow 10investigators
toenable themto make case closure recommendationsand/
orstipulated settlementoffers. Theresult, ifapproved by the
Boardand Commissions, resultinthe disciplinary sanctions
commonly seenineach newsletter.

Recently Jon was instrumental in recommending to the
Division Director and Boards (mortgage and real estate),
thathearings be conducted onan informal basisrather than
the moretime consumingand labor intensive formal hearing
process, before an administrative law judge. Asaconse-
quence of thissignificantchange, licenseesare now provided
amoretimely hearing to determine the outcome of pending
investigations.

Notonly have Division case loads dropped significantly
under the leadership of Mr. Brown (Real estate cases have
dropped from 350 pending cases to 125 current cases,
Mortgage cases have been keptatapproximately 100 cases,
and Appraisal cases have dipped from 270 cases to 106
currentinvestigations), butthe average turnaround time for
aninvestigation hasbeentrimmedfrom4yearstoanaverage
of 12 months.

Jonhasastutely used hiswisdom and depth of experience to
the praises of both industry membersand the general public.
In 2001 Jon received the Salt Lake Board of Realtors@
“Special Recognition Award”. Jonsays, “... Receiving this
awardwas somewhat like Osama Bin Ladenbeingawarded
the Nobel Peace prize”. Jonis unusual in that he has the
unique ability to satisfy both licensed practitioners and
consumerswith his candid assessment of factsand quick wit.

Jonhasavividmemory and can recall many interesting as
well as humorous stories over his years of service. For
example, Jontellsof receivinganappraisal complaintabout
anappraiser thathad recently passed away. Inthisinstance
the appraisal reportwas signed afew days after the apprais-

ersuntimely death?!?
continued next page
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continued from previous page

Once Jonreceivedacomplaintregardingaproperty that had
skunksunderthehome. The new purchaser filedacomplaint
withthe Division claimingthattheir children*“smelled bad like
skunks” and that this was causing a problemat their school.
Jondismissed this case since it was beyond the real estate
agents’ control thataskunk chose to take up residency under
theirhome.

The Divisionand industry bothwill miss Jon’swisdomand
wealth of knowledge. We wish himwell asheretirestodo
sometravelingand occasional continuing education instruc-

tion.
e
e —
Mortgage Rule Changes

Complete text of administrative rules can be found

on the DRE website www.realestate.utah.gov

R162-208-7. Course Completion Certificate

and Continuing Education Banking.

208.7.2 Forthe purposes of thisrule, “continuing education
banking” isdefinedasthe upload by acourse provider of such
informationasspecified by the Divisiontothe Division’sdata
base concerningthe studentswhohave successfully completed
acontinuingeducationcourse, includingthename ofthecourse,
thecertificate numberassignedtothe course by the Division, the
date the course wastaught, and the namesand license numbers
ofall studentswhosuccessfully completed the course.

208.7.3 In addition to complying with the requirements of
Subsection 208.7.1 and except as provided in Subsection
208.7.4,all course providersshall bank continuingeducation for
allstudentswhosuccessfully completedacoursewithintendays
afterthe course wastaught.

208.7.4 Astudentmustprovideanaccurate license numberand
the fullnamethe studenthasregistered withthe Divisiontothe
course providerwithin 7 daysafter course attendance.

208.7.5 If a course provider is unable to bank a student’s
continuing education creditbecause the student has failed to
properlyandaccurately comply withthe requirements of Sub-
section208.7.4, the course provider shallnotbedisciplined by
the Divisionforfailuretobankthestudent’scontinuingeducation
credit.

Real Estate Rule Changes

R162-3-5. Activation.

3.5. Alllicensees changing to active status must submit to the
Divisiontheapplicablenon-refundableactivationfee, arequestfor
activation inthe formrequired by the Division, and, ifthe license
wason inactive statusatthetime of last license renewal, proof of
completionoftheexaminationwithinsixmonthspriortoapplying
toactivate or proof of completion of the 12 hours of continuing
educationthatthe licensee would have beenrequiredto complete
inorder torenew onactive status. Ifalicensee lastrenewedon
inactive status and applies to activate the license at the time of
licenserenewal, the licensee shall be requiredtocomplete the 12
hours of continuing educationrequired torenew butshall notbe
requiredto completeadditional continuing education inorderto
activatethelicense.

R162-3-6. Renewal and Reinstatement.

3.6.1.1.1 Continuing education requirement for new licensees.
During a licensee’s first license term, the licensee’s 12-hour
continuingeducationrequirementshall consistofthe Division’s 3-
hour*“Core Course” anda9-hour live “New AgentCourse.” The
Commissionshallapproveastandard courseoutline forthe “New
AgentCourse.”

R162-6-1. Improper Practices.

6.1.3.1. Disclosure of Licensed Status. Regardlessofwhethera
person’slicenseisinactiveorinactivestatus,alicenseeshallnotfail
todiscloseinwritingonanyagreementtobuy, sell, lease orrentany
real propertyasaprincipal thatthe licensee holdsaUtahreal estate
license.

R162-8-3. School Application for Certification.

8.3.1.1 Areal estate school shall obtain approval of the name
underwhichitintendsto provide prelicensingeducation prior to
registering that name with the Division of Corporations of the
Departmentof Commerceasareal estate education provider.

R162-9-2. EducationProviders.

9.2.3 Nameapproval. Areal estate school shall obtainapproval
ofthenameunderwhichitintendstoprovide continuingeducation
coursespriortoregistering thatname withthe Division of Corpo-
rations ofthe Departmentof Commerceasareal estate education
provider.
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R162. Commerce, Real Estate.

R162-11. Undivided Fractionalized

Long-Term Estates.

R162-11-1. Authority and Definitions.

11.1.1 Thefollowing administrative rulesare promulgated
under the authority granted by Sections 61-2-5.5and 61-2-
26.

11.1.2 Termsused intheserulesare defined as follows:
(a) “Affiliate” meansanindividual or entity thatdirectly or
indirectly through one or more intermediaries controlsor is
controlled by, orisunder common control with, aspecified
individual orentity.

(b) “Entity” meansany corporation, limited liability com-
pany, general or limited partnership, company association,
jointventure, businesstrust, trust, or other organization.
(c) “Sponsor” means the party that is the seller of an
undivided fractionalized long-termestate.

(d) “Undivided fractionalized long-termestate” isdefined as
in Section 61-2-2.

R162-11-2. Marketing Disclosures.

11.2.1 Allreal estate licensees who marketan undivided
fractionalized long-termestate shall obtain fromthe sponsor,
and shall provide to purchasers in the form of written
disclosures provided in a reasonable amount of time in
advance of closing to allow adequate review by the pur-
chaser, the following information:

11.2.1.1 Information concerning the sponsor and the
sponsor’saffiliates:

(a) Thefinancial strength of the sponsorandall affiliates, as
evidenced by current certified financial statementsand cur-
rentcreditreports, and information concerning any bank-
ruptciesor civil suits;

(b) Whether any affiliate of the sponsor is a third party
service providerinthetransaction, including mortgage bro-
kers, mortgage lenders, loan originators, title service provid-
ers, attorneys, appraisers, document preparation services,
providers of credit reports, property condition inspectors,
settlement agents, real estate brokers or other marketing
agents, insurance providers, and providers of any other
services forwhichthe investor will be requiredto pay.

(c) Whether any affiliate of the sponsor is a master lease
tenant or whether the sponsor is an affiliate of any master
lease tenant.

(d) Any use thatwill be made of purchaser proceeds.
11.2.1.2 Information concerning the real property inwhich
the undivided fractionalized long-termestate is offered:

(a) Material information concerningany leases or subleases
affectingthereal property;

(b) Material information concerningany environmental issues
affectingthereal property;

(c) Apreliminarytitle reportonthe real property;

(d) Ifavailable, financial statementsonany tenants for the life
of the entity or the last five years, whichever isshorter;

(e) Ifapplicable, rentrollsand operating history;

(f) Ifapplicable, loan documents;

(9) The Tenantsin Commonagreement, or any agreement
that formsthe substance of the undivided fractionalized long-
termestate, including definition ofthe undivided fractionalized
interest;

(h) Allthird party reports acquired by the sponsor;

(i) Anarrative appraisal report, withan effective date nomore
than 6 months prior to the date the offer of sale ismade, that
includes at minimum pictures, type of construction, age of
building, andsite informationsuchasimprovements, parking,
cross easements, site and location maps;

(j) Allmaterial information concerning the market conditions
forthe property class; and

(k) Allmaterial information concerning the demographics of
the general marketarea.

11.2.1.3 Information concerning the asset managersand the
property managers of the real property inwhich the undivided
fractionalized long-termestate is offered:

(a) Contactinformation for any existing or recommended
asset managersand property managers;

(b) Any relationship between the asset managers and the
Sponsor;

(c) Anyrelationship betweenthe property managersand the
sponsor;and

(d) Copiesofany existing assetmanagementagreementsand
any property managementagreements.

11.2.2 Allreal estate licensees who market an undivided
fractionalized long-term estate that is subjecttoamaster lease
shall obtain from the sponsor and provide to purchasersina
reasonable amount of time in advance of closing to allow
adequate review by the purchaser, financial statements of the
master lease tenant, audited according to generally accepted
accounting principles. Ifthe master lease tenant is an entity
formed for the sole purpose of acting as the master lease
tenant, then the financial statements of the owners of that entity
shall be furnished.

11.2.3 All real estate licensees who market an undivided
fractionalized long-term estate shall, inareasonable amount
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of time in advance of closing to allow adequate review by the
purchaser:

(a) disclose inwriting to purchasers:

(i) thatthere may be tax consequences forafailureto close onthe
purchase;

(ii) that there may be risks involved inthe purchase; and

(b) shall advise purchasers that they should consult with tax
advisors and other professionals for advice concerning these
matters.

R162-11-3. Regulation D Offerings.

11.3 The Divisionand the Commissionshall considerany offering
ofafractionalized undivided long-term estate inreal property that
iscompliantwith Securitiesand Exchange Commission Regula-
tion D, Rule 506, 17 C.F.R. Sec. 230.506 to be in compliance
withtheserules.

How Do | Renew My Appraisal
License or Certification?

Licensesare valid foratwo-year period and mustbe renewed no
sooner than six weeks prior to and no later than the expiration
date. The expiration date is printed on the license and canalso be
foundonthe Division’s Licensee Database.

NOTE: Renewal requirements must be completed prior to
renewing your license. Ifyour license expires, you cannot work
untilthe licenseisreinstated. Your applicationissubjecttoauditfor
compliance withall renewal requirements.

TorenewanAppraisal license, submittothe Division:

Completed andsigned License Renewal Form.

Copiesofeducation certificatestotalingatleast 28 hours,
including the 7-hour National USPAP Update Course
andrelated exam. (Remember: Appraisersrenewing their
licenses may no longer submit courses that have been
approvedbythe Divisionfor either Real Estate or Mortgage
continuingeducationtoalsocountasAppraiser continuing
education.)

$403 non-refundable fee.
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