Page 1 of 1

1156352588552

N

1156352588552
max_versions 4
Bassillo
title Michael R
42RC00115900
Bassillo
document Michael R
42RC00115900
location Collection-455
Final Decision
summary and Order
07/27/2005
keywords
dsclass Document
description
author Tracy Steel

expiration_date(07/27/2070

http://docushare/docushare/jsp/extension/barcode/print.jsp 8/23/2006



DEPARTMENT OF LAW & PUBLIC SAFETY
DIVISION OF CONSUMER AFFAIRS

NEW JERSEY STATE BOARD

OF REAL ESTATE APPRAISERS

';;QNQ&V I <:;i &b |
R AR h L _
LT (:::> STATE OF NEW JERSEY

IN THE MATTER OF THE SUSPENSICN o administrative Action

OR REVOCATICN OF THE LICENSE OF :
' FINAL DECISION AND ORDER

MICHAEL R. BASSILLO : . , . :
License # RC 01159 : FILED ‘
-~ $EIiCTICE REAL ESTATE - : . BOARDOF o
~PPRAISING IN THE STATE OF - | -REALiswﬁEAPPRAHERS
NEW JERSEY S P L ek Al w
VA T
DR, JAMES S. HSU 7

Executive Director

Thié matter was originally opened fo the Board -of Real
Estate,Appraisérs ("the Board”) upon the filing of.a Complaint by
peter C. Harvéy,‘ Attorney General of New Jersey, by John P.
Miscione, Depuly Attorney Generai,ron May 20, 2004. ~The Complaint
alleged violations of tﬁe'.ﬁniform_ Standérds of Professiénal
Appraisal Practice (“the - USPAP"')  in . gonnection wiﬁh seven
appraisal rep&rts. An Ahéwer WAS filed-iﬁ this matter, but was:
subsequently withdrawn.ﬁursuant to thé"terms of a Consent Order
égreed to by feépondent and approved by the Board on March 8, 2005.

By the further terms'of that Oxder, respondent agreed not to

ot These standards, wnich are appiied tnroughout the Uniced Steacoss, znd
the viclation of which is deemed professional mizconduct pursuant to Board
regulation, are explained at greater length infra. See pages 11-12.



contest the allegations of tne Administrative Complaint, and
further acknowledged that the Board would be able to make
appropriate findings with regard to the uncontesteo allegations.
The Order also provided that respondent would have the
opportnnity to appear before the Board on his own behalf to present
arguments 1n ndtigetion with respect to any sanctions the Board
might determine, inoluding'suepenSion or revocation of respondent's”
real estate appraiser license or a 1esser‘sanction, and to mitigate
costs and monetary peneltieS‘the Board might detefmine to.assess.
" On March &, 2005, at the Bozrd's regularly noticed meeting
date, a formal public hearing was held. Respondent at that time
indicated, in response toO questioning by Deputy attorney General
Miscione, that he‘nad willingly and’knowingly entered into the
Consent Order and understood its terms. Following this testimony
" from respondent and the Board's agreement to the terms of the

Consent Order, the State presented the factual baszs underlying the

State’s formal‘ Complalnt, ,i.e;,;'the' factual ba51s for the
allegations that violations of the statute and regulatione
Vregulating the practice of real estate appraising had cccurred.
‘The Complaint concerned seven'appreieal reports signed by
respondent: appraisals of 87 Bayslde Avenue, Atlantlc nghlands
New Jersey w1th a date of valuatlon of May 12, 2000; 84 Sitgreaves
Street, Phllllpsburg, New Jersey Wluh a date of valuatlon of May

19,-2000; 196-200 Washlngton Avenue, Phillipsburg, New Jersey with
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4 date of valuation of May 19, 2000; 916-218 East 97 Street,
Plalntleld New Jersey w1th a date of valuation of June 14, 2000;
34-36 Bennett Street, Phillipsburg, New Jersey with & date of
valuaticn of July 12, 2000; 113 Rartine Avenue, comerville, New
Jersey with a date of valuation 'of august 8, 2000; and 87
Tillinghast Street, Newark, New Jersey with a date of valuation of
January 18 2002. At least six of the seveﬁ properties, according to’
respondent[ ultimately wound up in foreclosure.

Tollowing the State’s presentetion of its case, which included
che entry ipto the record of the relev ﬁt pagesiof the seven
appraisal; reports, and copies of deeds' and multiple listing
printouts related to these reports,‘as well as transcripts of two
investigative inquiries held 1in 2002, and an lnvestlgative report
_ relating to the seven appraisals, the Board went into Executlve
session for deliberations. When the Board returned. to Public
‘Se551on, it unanlmously adopted findings of fact and conc1u51ons of
law w1th regdrd to the allegations.of the Complalnt as follows:

with reqard to Count T of the Complalnt

a) the appraisal report . of £4 Sitqreaves 1eft blank the

csection wherein the eurrent owner of the property should have been

indicated;

b)the appraisal of 216-218 E. 9% Street 1nd1cated the current

owner of the property was Dominion Enterprlses, on the date of



valuation, May 19, 2000, +he owner was EMC Mortgage Cocrp. Dominion
did not take title of the property until July 6, 2000;

c)the appraisal of 113 Bartine indicated the current owner on

+he valuation date of august &, 2000 was Dominion Enterprises;
Dominion did not take—title until October 6, 2000;

| d) the appraisal of 87 Bavside indicated the current owner was
Hayley Rose Heoldings on'ﬁhe valuaticn datelof May 12, 2000; at that' -
time, Janet Salerno Qas the owner; Hayley Rose did not take title

until June =23, 2000, at which time it acqguired the property Irom

|-+~

red the

-

Haledon Tnvestors for ¢1: Haledon Tnvestors had acau
property on the same date, June 23, 2000, from Janet Salerno for

$230, 000;

e) the appraisal-of 34-36 Bennett indicated'thé current owner

"was Dominion Enterprises on the valuation date‘of July 12, 2000;

Dominion did not acquire the property until July 31, 2000;

) the.appraisal of 196-200 Washinqtoniindicated the current
owner of the pfoperty was Dominion Enterpfises'on_May 18, 2000, tﬁe
valuation date; Dominién Vdid not acguire the prﬁpérty until
September g, 2000. . .

The Board found that ‘in each'- instance _above the
misidenﬁification of the curxrent owner, and the failufe to identify
the current owner, wére misleading-in light of tﬁé.Coﬁdnct Section
cf the Ethics Rulé of the Uniform Standards of "Prpfessional

appraisal Practice (the USPAP), as well as a viclation of Standards
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_ rule 2-1(a) (the requirement TO clearly and accurately set forth an
appraiseal in a manner that is not misleading). In light of N.J.A.C.
13:40A-6.1, which indicates that failure to comply with the USPAP
may be construed azs professional misconduct, the Beard found that

respondent was subject to sanctions pursuant to N.J.S.A. 45:1-
21(e). This also constituted misleading OF deceptive conduct

subjecting respondent toO sanctions pursuant to N;J.S;A. 45:1-22(b) .~

With Regard to Count IT of the Complaint:

Five of the seven properties had rransferred ownership within

I-h

the 17 menths pricr to the date of the report. Ong o- the repcrts

L

indicated that the property ‘had transferred ownership, but
1ncorrect1y 1dent1f1ed the date and price of the sale. Four of the
reports afflrmatlvely stated that. there had been no prlor sale
within the past year. These four propertles were among those
reterenced in Count I whose ownership  had been inaccurately

identified. Thus:

) 216-218 E. gth Street transferred for $100 on October 1

1999: the date of respondent s report was June 14, 2000

1) 113 Bartine transierred on July 28, 2000 for £123,600; the
appraisal date was August 8, 2000 {(and the value conclusion was
$180,000) ;

c) 34-36 Bennett transferred on September 1, 1998 for $68,000C;

the apprarsal_date‘was July 12, 2000 (and the value: conc1u51on was

$138,000) ;




d) 196-200 Washington transferred on September 26, 1999 for
¢05,000; the appraisal date was May 19, 2000 (and the value
conclusion was $143,000);

e) 87 Tillinghast transferred on December 11, 2001 for

$62,000; the date of valuation was January 18, 2002 (and the value
conclusion was $141,000). This sale was nct indicated on the"

appraisal report. Instead, a purported sale for $35,000 on January

-

26, 2001 was indicated in the report.

a

that in each instance the failure to indicate

I=h

[S]

The Board foun
and analyze the pricr sale in the report constituted a violation of
Standards Rule l-S(b)zjof the USPAP; this; an& rhe affirmative
indication in each report of nolprior'transfer within a.year also
constituﬁes a vidlation of Standards Rule 2-1{a) of the USPAP,
failure to clearly and accurately set forﬁh an appraisal in a
manﬁer nbtrmisleading. ‘Consequently the'Board found respondenf had
engaged in professiqnal misconduct pursuant.to-N.J.A.C.'13:4OA-6.1;
and was subject ﬁo sanctioné pursuaﬁt to N.J.S.A. 45:1-21(3). Thié
also constituted misleading or_-deceptive conduct subjecting

respondent to Sanctions pursuant to N;J.S.A. 45:1—21(b).

)

! This rule requires that an appraiser analyze any prior sales within

one year of the property being appraised {(for a one-to-four family residential
property as of 2003, appralsers are required to analyze prior sales within

)i
thrss YeAICE » one vesr. Ssg page 12, infra.

x '
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with Regard to Count TTT of the Complaint:

Two of the properties were listed for sale at the time of the
appraisal report, and respondent did not indicate this in the
_appralsal report.

a) 216-218 East gQth Street was llsted for sale at $117,800 on

November 18, 1999, with the listing still current on June 14, 2000,

when the propexrty 'Was appraised -for $19O OOO the report

rh

affirmatively stated: writle cn the subject has not transi grred in

i3
3

n
L=

the past twelve months, nor has the sukbject been 1isted fer sale in

the past 12 months”

b) g4 Sitqfeaves was listed for sale at §72,500 on November 4,
1999, and the listing was st311l current on May 15, 2000, when the
_propérty was appraised for $115,000.

The Board found that in each'inStaﬁce the failure to report
_aﬂd anaiyzé a‘ curﬁent listing for‘lsale- of a property‘ being

appraised constituted a wviolation of Standards Rule 1-5(a) of the

Jcpap; pursuant to N.J.A.C.  13:40A-6.1, this comstituted
professibnal miséonduct, subjecting respondent to sanctions
pursuant to N.J.S.A. 45:1—21(8){ this -also, along with - the

affirmative indication that the property had'no;'beeﬁ listed for
sale in the past 12 months, constituted misleading conduct

subjecting respondent to sancticns pursuant To N.J.S.A. 45:;—21(b).




Wwith regard to Count IV of the Complaint:

A1l seven aporaisal reports indicated that the propertles were
under contract for sale at the time of the appraisal. There was no
analysis of the contract in the reports. The Board found that in
each lnstance trhis constituted a violation of Standards Rule 1-
S5{a}, the USPAF requirement that appraisers analyze all current
agreements for salie of the property being apprqlsed The Board
further'found that, pursuant to N.J.A.C. 13:40A-6.1, this subjected

respondent O sanctions = pursuant o N.J.S.A. 45:1-21(e) for

professioral misconduct. This also constituted misleading o©X
deceptive conduct subjecting respondent to sanctions pursuant To.

N.J.S.A. 45:1‘21(b).

With Regard to Count V of the Complaint?

This Count alleged respoodent knowingly permitted his
'epprentice, Necker Jean, who_prepared_and signedﬁthe report, To
coﬁmuhicate a mlsleadlng and fraudulent report.

| Tbe'Board_determined thet respondent, by signing. the report

took responsibility forrthe reportlin ite ehtirety, and therefore,
to the extent the report was misleading or fraudolent, he was
himseif commonieating the report. fhe Boerd therefore dismissed the
allegations of Count V.

With Regard to Count VI of the Complaint:

This count alleged.profe551onal misconduct with respect te all

seven reports. Inasmuch as the Board had already found professional

_gr
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misconduct with regard to four of the counts of the Complaint, the
Board conSWdered the findings with regard to +his count to be
subsumed in the findings and conclu51ons within Counts I through
Tv. The Board thus 1n essence found the professional misconduct
alleged 1in Count VI, but' included those findings within the
findings made with regard to the facts alleged in Counts I through

IV.

DISCUSSION

respondent does not essentially contest the €rrors or mistzkes

~o

ihdicated in the Board’s-r ndings; he rather ascerts in mitigation
that he acted in gocd faith, and that the Vwolatlons committed were
not 1ntentlonal with regard to the lnaecurac1e5 in his reports as
TO the current ownershlp of the properties being appraised, he
stated‘he had no reason to question the data provided to him. He
has elso maintained, in his testimony.at_investigetive proceedihgs
which are part of the record, that the ralue cohclusiohs reached in
his-reports'were3appropriate.

Specifically, -respondent claimed that with regard To the
misidentification of the current Owners in tive cf the reports
(Count 1), he was relylng upoOn information provided to him by a
llcensed realtor who was the operatlons manager: for Dominion
Enterprises, Paula Rycyk; and indicated'that he had noc reason ta

dlsbelleve Mrs Rycyk S representatlons He stated that he had

telephoned the assessor’s office and was told that the entry_of‘the
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records of recent sales was as much a&s three to four monthé behind;
so that he could not find information contradicting the
information provided by Mrs. Rygyk. With respect to the failure to
indicate ©prior sales of properties within one year {Count ITI),

respondent states that the computerized records he relied on

" indicated no prior transfers. He further stated that the failure

to indicate the prior sale within a year for 87 Tillinghast was due’”
to the fact that he assumed the trainee_who performed the worlk,

Necker Jean, had correctly performed the research. Moreover,

ISy

respondent argued that the report's citétion, in error, oI the sale
of an unrelated property w1th1n the previous vear, indicates that
an effort was made to conform with the USPAP requirements of
étahdards rule 1-5 to analyze prior_sales within a year. With
respect To the failure to indicate that two of the propertiés were
currently listéd for ‘sale (Count TIII), it is not clear‘ what
justification or explanétion respondent has offered, apart from his
éssertion that he did nottknCWingiy communicéte a misleading
report. with zregard to respondent’s ﬁailure to énalyze' the
contracts for sale of the subject properties, respondent maintaiﬁs
that he thought it was sufflcwent to lndlcate that the subject’
property.was under contract for sale, and did‘nqt'realize that he
was supposed toO analyze thel contract. until he Qas radvised

differently, at an appraisal course he had taken tor contlnulng

education. Respondent further indicétes that he has been serlously
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111, and that the beginning stages of his illness may have impacted

upon his everyda? decisionmaking and “lack of follow through.”
The Board, in its evaluation cof the seven reports, has foecused

primarily on the nature of the errors committed: & finding of

deliberate inteﬁt to commit the violation is not an element in

finding a vioclation of Stazndards Rule 1-3, standards rule 2-1(a) or

of the USPAP's Ethics Rule. The Board finds that the violations

committed were extremely grave, not careless errors which any
appralsex might commit OvVer a long career, NOY MeEre rechnicalities

nt

1

of questionablerimportance. Rather, the findings herein repres
substanﬁial violations-of the stafute and regulations governing
appraisal practice which go to the heart of the need to regulate
apprdisers in order to protect the public.

Reference has been made throughout ﬁhe Board’s'findings of
- fact aﬁd fconclusionsr of law to the Uniform Standards . of

professional Appraisal practice (USPAP). These &re ‘standarcs

‘Geveloped and promoted by‘the'Appraisal Standards Board of the

appraisal Foundation. The Appraisal Foundation is & nonprofit
private orgarization charged under the Financial Institutions
Reform, Recovery and  Enforcement Act of 1983 (FIRREA) with

establishing uniform standards for.appraiéérs that may be applied

nationwide. The Board was established as a result of FIRREA,

.

federal legislation enacted following the savings and loan crisis

of the 1980's which encouraged the enactment of legislation

19
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throughout the United States on the state level, creating state
boards regulating real ectate appraisers. Under FIRREA, federal
oversight ensures that apprailsers licensed or certified Dby the
states are held to certain minimal standards in terms Qf
edueationai and experiential requirements; and that federally-

related transactions conform to the USPAP. Tn New Jersey, the

BPoard’'s enabling statute authorized the Board to establish a code

of professional ethics meeting the standards established by the

sesap, cse N.J.S.A. 45:14F-8g, and, in promulgating N.J.A.C.
r3:4OA—6.l, tne Bozrd has incorporated by reference rhe reguirement
that New Jersey real estate appraisers'adhere'to the USPAP.
‘Stendard Rule 1-5 of the_USPAP,'whieh primarily addresses
sales hrstory, is of 'crucial imﬁortance in. forestalling and
detecting mortgage fraud schemes. At the time the reports at issue
here'were ertten USPAP reguired that sales of the property‘being
appraised {the subject property) W1th1n one year prlor ‘to the date
of the report had to be indicated and analyzed 1in the appralsal
report. Since-then,‘Standard Rule 1-5 has been modified to require
a three-year sales history. The reader of a report, 'such asl the
client financial institution providing the flnanc1ng for which the
appraisal report serves as a justifieation, who, learns from the
report that 34-36 Bennett transferred for $68,000 con September 1,
1999, and notes a value conclusron of $138, OOO reached in July of

the following yearf may examine the report to ascertain what had

-12-

b




been done to the property to warrant a doubling in trransfer price.
1f no explanation ig offered in the report (such &s that
significant renovations were made to the property, ©I that the
568 000 sale price was a distress sale, and/or that the present
contracL fer sale contained certain advantageous provisions) the

reader of the report may be led to question the value conclusion of

‘the report, and insist upon a second appraisal report.-Similarly,:

a report reader ascertaining that 216-218 E. gth grreet had been
listed for sale since November of 1999 at $117,500, and had not
sold &t chat price, may e led to wonder why, on June 14, 2000, the
appraiser reached-a value conclusion of $190,000.

'IﬁdyMac, the financial 1nst1tutlon that was Athe original
compiainant in this matter with regard'to'six of the reports, did
not have therprotection in connection with these reports that
-adherence to Standards Rule 1-5 would have provided. Respondent

aCknowledged that IndyMac would not have loaned money on the six

properties w1thout an appraisal report, and thus the report was one

of the necessary components in the transactlon upon which'indyMac

relied in making —the loans. a1l of the loans made on these

propertles by IndyMac went into Ioreclosure, and because IndyMac
had not sold the mortgages to other 1ns;1tutlons, IndyMac lost a

significant amount of money on these transactions.

-13-
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Respondent noted that the principals of Dominion Enterprises)

indicated as the current owner on four

were criminally indicted in this matter.

of the appraisal reports

He observed:

[T1he owners of this company [Dominicn Enterprises]
stopped paying 78 mortgages all in the same month.
IndyMac had every One of the loans and cried foul and
went back and went through the reports and started the
investigation. '

respondent asserted in his written submission that those in’
control of Dominion Eniterprises
[their] power <tTO

--eS I These trarsacTions.
a

that .entailed

=

fraudulen
pressure [
[They] played a finely tuned shell game.

Thus respondeﬁt appears to be‘describing Dominion Enterprises as

involved in a criminal conspiracy. If this is so, respondent’s

and to- have

conduct, the reports thai he provided, appear
facilitated the goals of the qonspifa&y.

Respondent states that.he-was himself deceived Dy Dominion
.Enterprises;r Hé-furtﬁer'states'that despite his 20 years. of
expérience as. an apﬁraiser, he ;till does not underétand the scheme
that the prinéipals of Dominion Enterprises were engaged iq.

"It is difficult to coﬁcei%e of any get—rich"qpick gcheme where
it wouid profit'the propefty,oﬁner to walk'éWay,jin a rising
market, froﬁ a mortgage on a property where the criginal loan had

been granted based upon an appraisal report with_a-valid value

nen

—_—

conclusicn. Nevertheless, without addressing the accuracy vel

-14-




of respondent's value conclueions, the Board has found - that”
respondent’s violations stemmed from his reftaininglto take certain
important eteps which, as an eppraiser, he was obligated to have
~aken. Such steps are required of appraisers' as a means of
preventing faulty appraisals and/or mortgage fraud. Whether or not
respondent  was Jeceived by Dominion Enterprises himself, or
understood Dominion’s scheme,-isrsimply not relevant. ‘Respondent’s

acts and omissions constituted USPAP vipglations which were of the

I

type that scilitate mortgage fraud.

o

The £

m

are to correctly identify the current OwieIs of six otf

the properties is key here. Respondent explains his failure to

report prlor sales of the subject property with a year in his

appraﬂsal reports as required by Standards Rule 1-5, as being due
to. the fact that computerlzed title records are not up- to date in
tracking recent property sales. However, respondent’'s owh attempts
to justify therﬁiolations found in:Count I, the misidentification
of:the current'owner of the nroperties being appreiEed, serve to
demonstrate an utter disregard for Standard‘Rule 1-5.

Respondent states that w1th respect to- 87 Bayside, he was
advised Dby Pauline nycyk, operations ’manéger of Dominion .
Enterprisee, +hat there had been a title change.‘ﬁe-asserts he then
called the assessor’s office, and was toid, that because the

ecordatlon flllngs were 6 to 8 weeks behind, the ownership change

could not be conflrmed Thus, if one accepts respondent s account

.15




2s credible, and respondent indeed believed there had been an
ownership change, he had good reason toO believe that there had
been a sale within the pricr 8 weeks. Sﬁandard Rule 1-5 thus
required that he indicate and analyze rhis sale within the prior
vear. according to respondent’s own argumeﬁt in mitigation,
instead of asking Mré. Rycyk evén the basics, the date‘of the sale
and the sales price, respendent elected to change the
identification of the seurrent owner” in the report, but ignored
Standaxd Rule 1-5's reguirements, aﬁd ﬁermittéd the report to issue

cading indication “N.S. past-1l yr. TEWRedi® (no sale

t-2

with the mis
in the basﬁ year according to his informatioﬁ gsource, TRW).
Respondent thus seeks to “mitigate” oﬁe USPAP violation on the
basis of having committed anothér USPA? violation: failing tb maﬁe
any attempt tO comply with Standard Rule 1-5 and investigate the

property;s sales history.’

2 In connection with 87 Bayside avenue, on May 21, 2002 the
following exchange took place at an investigative inguiry (Exhibit
S5-2 in the record) wherein respondent was asked about the logical
disconnect of adjusting the property’s ownership to reflect a
recent sale whnich the report itself states Adid not occur:

MR. BASSILLO:. . . I prepared this report Jjust like T
have done a hundred times before I prepéare & report. I
submit it and they call me back and say, "No, you have
the name change wrong. There was a title change three
weeks ago for this or for that and the wrong name ig in
there. You didn’'t know about that sale so now you have to
put that. in. 1 have to revise the report and send it on
its way. Happens every day. ' .

Q: On that issue, Mr. Bassillo, vyour report states

unequiveocally, 1T would suggest, that there are no sales
{continued.. .)

-16-



