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EXECUTIVE SUMMARY

	 A	 sunrise	 application	 from	 the	 West	 Virginia	 Real	 Estate	Appraiser	 Licensing	
and	Certification	Board	(Board)	was	submitted	to	the	Joint	Committee	on	Government	
Organization	requesting	licensure	for	appraisal	management	companies	(AMCs)	within	
West	Virginia.		The	Legislative	Auditor	concludes	that	registration	of	these	entities	will	
be	sufficient	to	comply	with	the	minimum	requirements	set	forth	in	the	federal	Dodd-
Frank	Wall	Street	Reform	and	Consumer	Protection	Act.

Report Highlights:

Finding: The Legislative Auditor Recommends That the Legislature 
Establish Registration of Appraisal Management Companies by the 
West Virginia Real Estate Appraiser Licensing and Certification Board 
In Order to Comply With Federal Law.

	The	 Dodd-Frank	 Act	 would	 prohibit	 AMCs	 not	 registered	 by	 the	 State	 from	
performing	services	involving	federally-related	transactions,	including	FHA,	VA,	
USDA,	Fannie	Mae	and	Freddie	Mac	transactions.

	Thirty-five	 states	 have	 either	 enacted	 AMC	 regulation	 legislation	 or	 have	
legislation	pending,	including	all	five	contiguous	states	to	West	Virginia.

	While	the	Board	is	requesting	licensure	of	AMCs,	the	Legislative	Auditor	finds	
that	registration	of	these	entities	is	sufficient	to	both	comply	with	federal	law	and	
adequately	protect	the	public.

	The	Legislative	Auditor	 finds	 that	online	AMCs	are	 a	growing	 trend	 in	 recent	
years	and	needs	 to	be	 included	in	 legislation	in	order	 to	protect	 the	public	and	
prevent	a	loss	of	revenue	for	the	State.

	The	lack	of	specific	definitions	in	statute	of	the	three	regulation	designations	of	
registration,	certification,	and	licensure	may	cause	some	confusion.

Recommendations:

1.	 	The	Legislative	Auditor	recommends	that	the	Legislature	establish	the	registration	
of	appraisal	management	companies	by	the	West	Virginia	Real	Estate	Appraiser	
Licensing	and	Certification	Board	in	order	to	comply	with	recently	passed	federal	
regulations.	

2.	 The	 Legislative	 Auditor	 recommends	 that	 the	 Legislature	 consider	 including	
online	AMC	portals	within	 the	AMC	 legislation	 so	 that	 these	 sources	 of	AMC	
activities	are	regulated.	

3.	 The	 Legislative	 Auditor	 recommends	 that	 the	 Legislature	 consider	 defining	
the	 three	 regulatory	 designations	 –	 registration,	 certification,	 and	 licensure	 -	
statutorily	in	the	general	provisions	of	Chapter	30	in	order	to	legally	clarify	the	
differences	in	regulation.	
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Finding

The state registration of AMCs is im-
portant because unregistered AMCs 
will ultimately be prohibited from per-
forming services within West Virginia 
involving federally-related transac-
tions, such as FHA, VA, USDA, Fan-
nie Mae and Freddie Mac transac-
tions. 

The Legislative Auditor Recommends That the Legislature 
Establish Registration of Appraisal Management 
Companies by the West Virginia Real Estate Appraiser 
Licensing and Certification Board In Order to Comply 
With Federal Law.
 
Summary

In	 accordance	 with	 West	 Virginia	 Code	 §30-1A-3,	 a	 Sunrise	
application	 was	 submitted	 by	 the	West	Virginia	 Real	 Estate	Appraiser	
Licensing	and	Certification	Board	(Board)	for	the	licensure	of	appraisal	
management	companies	(AMCs)	within	the	state	of	West	Virginia.		The	
request	is	in	response	to	passage	of	the	federal	Dodd-Frank	Wall	Street	
Reform	and	Consumer	Protection	Act,	which	became	law	in	July	2010.		
This	 law	 requires	 all	 states	 to	 establish	 state	 registration	 for	 AMCs	
within	36	months	after	issuance	of	final	regulations	implementing	Dodd-
Frank	requirements.		Final	federal	regulations	have	not	yet	been	issued;	
however,	it	is	expected	that	all	states	must	have	AMC	registration	laws	in	
effect	by	2015.		The	Board	would	like	to	have	West	Virginia	regulatory	
laws	in	place	by	2014.		Thirty	states	have	passed	AMC	regulations,	and	
five	states	have	legislation	pending.		The	state	registration	of	AMCs	is	
important	because	unregistered	AMCs	will	ultimately	be	prohibited	from	
performing	 services	 within	 West	 Virginia	 involving	 federally-related	
transactions,	 such	 as	 FHA,	VA,	 USDA,	 Fannie	 Mae	 and	 Freddie	 Mac	
transactions.	 	 Thus, the Legislative Auditor recommends that the 
Legislature establish registration by the West Virginia Real Estate 
Appraiser Licensing and Certification Board of AMCs operating in 
West Virginia.

Definition of an Appraisal Management Company

							The	federal	government	defines	appraisal	management	companies	as	
any	third-party	entity	that	oversees	a	network	or	panel	of	more	than	15	
certified	or	licensed	appraisers	in	a	given	state	or	25	or	more	appraisers	
nationally	 within	 a	 given	 year.	 	Appraisal	 management	 companies	 are	
generally	 hired	 either	 by	 a	 creditor	 or	 an	 underwriter	 of	 a	 mortgage	
to	 conduct	 an	 appraisal.	 	Thus,	AMCs	 are	 essentially	 an	 intermediary	
between	 the	 lender	 and	 the	 appraiser.	 	 Figure	 1	 shows	 the	 valuation	
process	in	which	AMCs	are	utilized.		Each	state	with	AMC	regulations	
individually	defines	what	an	AMC	is;	however,	most	states	are	similar	to	
how	the	Dodd-Frank	Act	defines	them.		The	Dodd-Frank	Act	defined	the	
activities	that	AMCs	engage	in.		These	include:
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•	 to	recruit,	select	and	retain	appraisers;

•	 to	contract	with	licensed	and	certified	appraisers	to	perform	
appraisal	assignments;

•	 to	 manage	 the	 process	 of	 having	 an	 appraisal	 performed,	
including	 providing	 administrative	 duties	 such	 as	 receiving	
appraisal	orders	and	appraisal	reports,	submitting	completed	
appraisal	reports	to	creditors	and	underwriters,	collecting	fees	
from	 creditors	 and	 underwriters	 for	 services	 provided,	 and	
reimbursing	appraisers	for	services	performed;	and

•	 to	review	and	verify	the	work	of	appraisers.

The Federal Dodd-Frank Wall Street Reform and Consumer 
Protection Act Requires Each Individual State to Regulate 
Appraisal Management Companies

In	July	2010,	the	Dodd-Frank	Wall	Street	Reform	and	Consumer	
Protection	Act	 was	 passed.	 	 The	Act	 requires	 all	 states	 to	 establish	 a	
regulatory	 program	 for	 AMCs.	 	 States	 will	 have	 approximately	 36	
months	to	establish	an	AMC	regulatory	program	after	issuance	of	final	
federal	regulations	implementing	Dodd-Frank	requirements.		These	final	
regulations	have	not	yet	been	issued.		

The Dodd-Frank Act requires all 
states to establish a regulatory pro-
gram for AMCs. 
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This suggests that West Virginia, at 
the latest, is required to have AMC 
regulations in place 36 months from 
that date, which would be by January 
21, 2016. 

The	Dodd-Frank	legislation	mandates	that	the	Board	of	Governors	
of	the	Federal	Reserve	System,	the	Comptroller	of	the	Currency,	the	FDIC,	
the	 National	 Credit	 Union	Administration	 Board,	 the	 Federal	 Housing	
Finance	Agency,	and	the	Bureau	of	Consumer	Financial	Protection	shall	
jointly,	by	rule,	establish	minimum	requirements	that	AMCs:

•	 register	with	and	be	subject	to	supervision	by	a	state	appraiser	
certifying	 and	 licensing	 agency	 in	 each	 state	 in	 which	 the	
company	operates;

•	 verify	 that	only	 licensed	or	certified	appraisers	are	used	for	
federally-related	transactions;

•	 require	that	appraisals	coordinated	by	an	AMC	comply	with	
the	 Uniform	 Standards	 of	 Professional	 Appraisal	 Practice;	
and

•	 require	that	appraisals	are	conducted	independently	and	free	
from	 inappropriate	 influence	 and	 coercion	 pursuant	 to	 the	
appraisal	 independence	 standards	 established	 under	 section	
129	of	the	Truth	in	Lending	Act.

Federal	 legislation	 also	 dictates	 two	 distinct	 limitations	 in	
qualifying	for	AMC	registration.		These	are:

•	 An	appraisal	management	company	shall	not	be	registered	by	
a	state	or	included	on	the	national	registry	if	such	company,	in	
whole	or	in	part,	directly	or	indirectly,	is	owned	by	any	person	
who	has	had	an	appraiser	license	or	certificate	refused,	denied,	
cancelled,	surrendered	in	lieu	of	revocation,	or	revoked	in	any	
state	(Dodd-Frank	Act,	SEC.	1124).

•	 Each	person	that	owns	more	than	10	percent	of	an	appraisal	
management	 company	 shall	 be	 of	 good	 moral	 character,	 as	
determined	 by	 the	 state	 appraiser	 certifying	 and	 licensing	
agency,	and	shall	submit	to	a	background	investigation	carried	
out	 by	 the	 state	 appraiser	 certifying	 and	 licensing	 agency	
(Dodd-Frank	Act,	SEC.	1124).

According	 to	 legal	 counsel	 from	 Legislative	 Services,	 the	
timeline	set	forth	in	the	Dodd-Frank	Act	indicates	that	 these	minimum	
requirements	must	be	promulgated	within	18	months	of	July	21,	2011;	
thus,	the	minimum	federal	requirements	must	be	prescribed	in	final	form	
no	later	 than	January	21,	2013.	 	This suggests that West Virginia, at 
the latest, is required to have AMC regulations in place 36 months 
from that date, which would be by January 21, 2016.	 	A	12	month	
extension	may	be	granted	if	a	state	shows	it	has	made	substantial	progress	
toward	regulation	implementation.	If	West	Virginia	does	not	have	AMC	
regulations	in	place,	federal	law	will	prohibit	AMCs	not	registered	by	the	
state	from	participating	in	financial	transaction	involving	federal	entities	
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Thirty states have already passed 
AMC regulation legislation, and five 
other states have pending legislation.

such	as	VA,	FHA,	USDA,	Fannie	Mae,	or	Freddie	Mac	loans.

A Majority of States Have Already Passed AMC Regulation 
Legislation or Have Pending Legislation 

	 Thirty	states	have	already	passed	AMC	regulation	legislation,	and	
five	other	states	have	pending	legislation.		Table	1	highlights	the	states	that	
have	passed	or	have	pending	legislation,	the	year	the	legislation	passed,	
and	the	licensing	fees.		It	must	be	noted	that	the	five	contiguous	states	
to	West	Virginia	all	have	either	passed	or	have	pending	AMC	regulation.		
Licensing	 fees	 range	 from	 a	 low	 of	 $150/biennially	 in	 California	 to	 a	
high	of	$3,500/annually	in	Alabama	and	North	Carolina.

Table 1
States with Appraisal Management Company Legislation

State Year	Legislation	
Passed Licensing	Fee

Alabama 2011 $3,500/annually
Arizona 2010 $2,500/biennially

Arkansas 2009 $500/annually
California 2009 $150/biennially

Connecticut 2010 $1,000/biennially
Florida 2010 $450/annually
Georgia 2010 $1,000	initial	fee;	$500/annually

Illinois 2011 *Proposed:	$3,500	initial	fee;
$3,000/annually

Indiana 2010 $500/biennially
Kentucky 2011 *Proposed:	$3,500/annually
Louisiana 2009 $1,500/annually
Maryland 2011 *Proposed:	$2,500/annually

Massachusetts Pending N/A

Minnesota 2010 $5,150	initial	fee;
$2,650/annually

Mississippi 2011 $500/annually;
Proposed	increase	to	$1,500-$2,500/annually

Missouri 2010 Not	yet	established

Montana 2011

$2,000	initial	fee;
Sliding	scale	based	on	number	of	yearly	

appraisals:
$1,000	for	AMCs	ordering	<1,000	appraisals;

$3,000	for	AMCs	ordering
>1,000	appraisals
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Table 1
States with Appraisal Management Company Legislation

Nebraska 2011 $2,000	initial	fee;
$1,500	biennially

Nevada 2009 $2,500	initial	fee;
$500/annually

New Hampshire Pending N/A
New Jersey Pending N/A

New Mexico 2009 $1,000	initial	fee;
$550/annually

North Carolina 2010 $3,500/annually
Ohio Pending N/A

Oklahoma 2010 $1,000/annually

Oregon 2011

Sliding	scale	based	on	number	of	yearly	
appraisals:

•<1,000:	$1,000	initial	fee,	$1,500	biennially
•1,000-5,000:	$1,500	initial	fee,	$3,500/

biennially
•>5,000:	$2,000	initial	fee,	$6,000/biennially

Pennsylvania 2012 Not	registering	or	setting	fees
until	8/2012

South Carolina Pending N/A

South Dakota 2011 $1,000	initial	fee;
$750/annually

Tennessee 2010 $2,000/biennially

Texas 2011 *Proposed:	$4,000	initial	fee	biennially;
$3,600/biennially

Utah 2009 $350/annually

Vermont 2010 $150	initial	fee;
$500/biennially

Virginia 2010 Not	registering	or	setting	fees	until	7/1/2014

Washington 2010 $2,400	initial	fee;
$1,200/biennially

Source:	WV	Real	Estate	Appraiser	Licensing	and	Certification	Board,	and	the	Appraisal	Institute	(Unaudited)
*Legislation	passed	but	final	fee	promulgation	pending
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The Legislative Auditor Finds That Registration Will Meet 
the Current Requirements of the Dodd-Frank Act

	 In	 the	Sunrise	application,	 the	Real	Estate	Appraiser	Licensing	
and	 Certification	 Board	 requested	 that	 AMCs	 in	 West	 Virginia	 be	
licensed.	 	 In	 further	 correspondence	 with	 the	 Legislative	Auditor,	 the	
Executive	 Director	 of	 the	 Board	 identified	 two	 reasons	 the	 Board	 is	
requesting	licensure	(Appendix	B).		The	Executive	Director’s	concerns	
are	as	follows:

1.	 The	Executive	Director	expressed	concern	that	registration	would	
not	meet	federal	guidelines	and	that	per	the	definition	provided	in	
the	sunrise	application,	any	person	would	be	allowed	to	engage	in	
the	occupation	as	long	as	they	submitted	necessary	information	to	
the	Board.

2.	 The	Executive	Director	expressed	concern	that	the	Board	would	
not	 be	 able	 to	 discipline	 AMCs	 with	 registration.	 	 She	 stated	
that	 …“supervision”	 in	 federal	 terms	 refers	 to	 the	 ability	 to	
“discipline.”		The	federal	government	will	expect	that	AMCs	be	
subject	to	“supervision”	in	specific	areas	once	all	requirements	
are	finalized	at	the	federal	level.”	

However,	the	Legislative	Auditor	has	determined	that	registration	of	these	
entities	would	prove	adequate	in	complying	with	the	current	minimum	
requirements	 laid	 out	 by	 the	 Dodd-Frank	 Act.	 	 Legal	 counsel	 of	 the	
Legislative	Services	Division	within	the	Office	of	the	Legislative	Manager	
reviewed	 the	 Board’s	 reasons	 for	 requesting	 licensure	 and	 provided	
an	opinion	as	 to	whether	 registration	would	 fulfill	 the	 requirements	of	
the	 Dodd-Frank	 Act	 (Appendix	 C).	 	 Legislative	 Services	 stated	 that	
West	 Virginia	 Code	 §30-1-8(c)	 would give	 the	 Board	 the	 authority	 to	
promulgate	 rules	 setting	 forth	 the	criteria	 for	companies	 to	qualify	 for	
registration.		These	rules	would	necessarily	include	the	federal	definition	
of	an	AMC.	Legal	counsel	stated	that:

…the	definition	of	AMC	makes	clear	that	not	just	anybody	
could	 seek	 registration	 as	 an	 AMC,	 but	 that	 such	 a	
company	would	need,	at	the	least,	a	panel	of	15	or	more	
appraisers	 who	 have	 already	 been	 certified	 or	 licensed	
by	 the	board.	Therefore,	 the	board’s	concern	 that	under	
a	 registration	 system	 “any	 person	 would	 be	 allowed	 to	
engage	 in	 the	occupation	by	 submitting	 information”	 is	
inaccurate.	

Additionally,	legal	counsel	pointed	out	that	registration	would	not	require	
the	applicant	to	obtain	an	educational	requirement	or	pass	an	examination	
to	qualify	which	 is	 a	distinction	of	 licensure.	 	As	 far	as	 the	Executive	
Director’s	concern	that	the	Board	would	not	be	able	to	supervise	AMCs,	
West	 Virginia	 Code	 §30-1-8(f)	 gives	 the	 Board	 authority	 to	 revoke	

The Legislative Auditor has deter-
mined that registration of these enti-
ties would prove adequate in com-
plying with the current minimum 
requirements laid out by the Dodd-
Frank Act. 
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Legal counsel from Legislative Ser-
vices stated that she could not find any 
statutory definition of the three regu-
lation designations which are regis-
tration, certification, and licensure.  

a	 registration	 after	 a	 hearing	 has	 been	 held.	 	 Therefore,	 Legislative	
Services	legal	counsel	stated	that	nothing	would	prevent	the	Board	from	
supervising	 or	 disciplining	 AMCs	 with	 a	 designation	 of	 registration.		
Counsel	concluded	that	 there	was	no	reason	why	the	Board	would	not	
be	 in	 compliance	 with	 the	 Dodd-Frank	Act	 by	 registering	 rather	 than	
licensing	 AMCs.	 	 As a result, the Legislative Auditor finds that 
registration of AMCs would be adequate to comply with federal laws, 
grant the Board authority to place further requirements on AMCs, 
and supervise and/or discipline AMCs when necessary.

The Legislature Should Consider Including Internet-Based 
Appraisal Management Companies Into State Legislation

 The	 Legislative	 Auditor	 found	 that	 other	 states	 are	 currently	
dealing	 with	 Internet-based	 AMCs,	 a	 growing	 trend	 in	 recent	 years.	
These	AMCs	are	being	used	as	portals	to	match	appraisers	with	appraisal	
openings	and		often	do	not	fall	under	the	typical	definition	in	legislation.		
The	Board	has	expressed	interest	in	seeing	these	internet	portals	included	
in	state	regulation.		The	Legislative	Auditor	agrees	that	the	Legislature	
should	address	internet-based	AMCs	in	any	proposed	legislation	in	order	
to	ensure	registration	of	all	forms	of	the	industry.		The	consequence	of	
not	 having	 these	 internet-based	AMCs	 regulated	 is	 a	 potential	 loss	 of	
revenue	for	the	state.	 	To	combat	this	problem,	the	Legislative	Auditor	
recommends	 including	 the	 following	definitions	 in	what	 comprises	 an	
AMC:	

1.	 AMCs	 include	 entities	 that	 provide	 a	 database	 system	 for	
third	party	connection	of	real	estate	property	appraisers	with	
users	of	appraisal,	appraisal	review,	and	appraisal	consulting	
services.	

2.	 AMCs	include	entities	that	provide	software	by	sale	or	lease	
that	is	used	to	connect	real	estate	property	appraisers	with	the	
users	of	valuation	services.

The Legislature Should Consider Defining Regulation 
Designations in Statute

In	correspondence	with	the	Executive	Director	for	the	Real	Estate	
Appraiser	 Licensing	 and	 Certification	 Board,	 she	 cited	 the	 definitions	
provided	 in	 the	 Sunrise	 Review	Application	 as	 criteria	 for	 requesting	
licensure	 of	 AMCs.	 	 Legal	 counsel	 from	 Legislative	 Services	 stated	
that	 she	 could	not	 find	 any	 statutory	definition	of	 the	 three	 regulation	
designations	which	are	registration,	certification,	and	licensure.		A	lack	
of	 definitions	 may	 cause	 some	 confusion	 in	 the	 regulatory	 authority	
considering	the	difference	of	opinion	between	Legislative	Services	legal	
counsel	and	the	Real	Estate	Appraiser	Licensing	and	Certification	Board.		
Thus,	 the	 Legislative	Auditor	 recommends	 that	 the	 Legislature	 should	

Therefore, Legislative Services legal 
counsel stated that nothing would 
prevent the Board from supervising or 
disciplining AMCs with a designation 
of registration.  
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consider	 defining	 the	 three	 designations	 in	 statute	 in	 order	 to	 legally	
clarify	the	differences	in	regulation.		

Conclusion

	 The	Legislative	Auditor	has	determined	that	appraisal	management	
companies	 in	 West	 Virginia	 should	 be	 registered	 by	 the	 Real	 Estate	
Appraiser	Licensing	and	Certification	Board	in	order	to	comply	with	the	
federal	Dodd-Frank	Act	of	2010.		This	registration	must	be	enacted	within	
36	 months	 of	 the	 issuance	 of	 federal	 regulations.	 	 It	 is	 estimated	 that	
state	AMCs	will	need	to	be	regulated	no	later	than	2015.	While	the	Real	
Estate	Appraiser	Licensing	and	Certification	Board	requested	licensure,	
the	 federal	 law	 specifies	 registration	 and	 the	Legislative	Auditor	 finds	
that	registration	of	AMCs	would	be	adequate	to	comply	with	the	federal	
law,	grant	the	Board	authority	to	place	further	requirements	on	AMCs,	
and	supervise	and/or	discipline	AMCs	when	necessary.	

	

Recommendations

1.	 The	Legislative	Auditor	recommends	that	the	Legislature	establish	
the	registration	of	appraisal	management	companies	by	the	West	
Virginia	Real	Estate	Appraiser	Licensing	and	Certification	Board	
to	comply	with	the	federal	Dodd-Frank	Act.		

2.	 The	Legislative	Auditor	recommends	that	the	Legislature	consider	
including	online	AMC	portals	within	the	AMC	legislation	so	that	
these	sources	of	AMC	activities	are	regulated.

3.	 The	 Legislative	 Auditor	 recommends	 that	 the	 Legislature	
consider	defining	the	three	regulatory	designations	–	registration,	
certification,	and	licensure	-	statutorily	in	the	general	provisions	
of	 Chapter	 30	 in	 order	 to	 legally	 clarify	 the	 differences	 in	
regulation.	
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Appendix	A:				Transmittal	Letter	
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Appendix	B:			Board	Correspondence-Reasons	for	Requesting	Licensure			
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Appendix	C:			Legislative	Services	Legal	Opinion	
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Appendix	D:		Agency	Response	
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