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Barrett Burns Pfesideh‘;'&vCEO‘ ,b_a_rretlburns@\qanlégescore;c’om‘ :

| June>13, 2013

. The Honorable Shaun Donovan
Secretary of Housing and Urban~
Development

- Department of Housmg and Urban *
Development = :
451 7th Street S.W.

W’lshmgton DC 20410

The Honorable Martm J Gruenbelg
Chairman

Federal Deposit Insutance Corpoxatlon»

550 17th Street, NNW.’
~ Washington, DC 20429

‘The Honorable Thomas J. Cuu 'y
: Comptloller of the Cunency
400 7th Street, SW '

Washington, D.C. 202 19

Dear Madam and Sirs:

o

. o The Honmable Ben S ‘Bernanke -

Chairman

. Boatd of Goveihoxs of the. Fedexal Reserve
* System

20th'Street & Constitutlon Avenue, N.W.

'Waslnngton DC 20551

s . The Hononable Ma1y Jo Whltc

Chairman
Securities and Exchange Comnnssnon

- " 100F Street, N.E. :
- 'Washmgton, DC 20549

Edward DeMarco

* Acting. Director
* - Federal Housing Finance Agency
- 400 7th Street, SW . .
* Washington DC 20024

. ~ As you continue the challenging task of crafting a definition of a “qualified residential
mortgage” (“QRM ) it will be essential that any definition include a consideration of credit risk.

1 would simply like to remind you of comments we submitted in on July 15, 2011 in response to
the Notice of Proposed Rulemaklng (RIN # 2590-A43) In that lettel I wrote: »

VantageScore not only aglees W1th the Agenc1es but also sttongly suppm ts the
1nte1agency task force's startmg premlse as stated in the Notice of Ploposed Rulemakmg,

("NPR"), which states that

" n developmg the pr opoml the Agenczes car. efully cons:dered how to incor porate
a borrower's credit histor y into the standards jfor a-QRM. The Agencies are aware
that credit scores are used ofien by originators in the loan underwriting process.

 However, the Agencies do not propose to use a credit score threshold as part of

- the ORM definition because such a standard would require reliance on credit
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scoring models developed and maintained by privately owned entities and such
models may change materially at the discretion of such entities. There also may
be inconsistencies across the various credit scoring models used by consumer
reporting agencies, as well as wiong different scoring models used by a.single
provider. Consequently, in order to ensure that creditors continue to choose
among different credit score providers, the Agencies would have to determine a
cutoff score under multiple scoring models and perlodwally revise the egukmon
in response to new scor. mg models lhat might ar ise.” -

76 Federal Reglstet 83 at 24121 emphasis added

As someone vitally mterested in the restoration and mamtenance of a strong and fair
mortgage market, [ have frequent opportumlles to speak before and with others who are not only
~ following but have a vital interest in this rulemaking proceeding, and I continue to hear voices
‘advocating that credit quality be an mtegral part of the QRM definition. Should you follow that

path, I would encourage you to remain cominitted to the fundamental premise contained in the
NPR and “not propose to use a credit score threshold as part of the QRM definition.” As I noted
in my July 15, 2011, comment letter the risk associated with credit scores is not static but

* dynamic; it can and does change over time just as the value behind a dollar ﬂuctuates and.
changes over time. Quotmg once again my comment lettea :

.. should the Agencies decide to incorporate a minimum credit score value as
- part of the definition of QRM, then that value would be based only on the corresponding
 risk level present at the time the regulation is drafted. To remain accurate, the risk level
would need to be revalidated every year. The results of the revalidation are likely to
reveal the shift in risk and thereby require that the regulation be rewr men every yeai 10
_inform the ma ket aboul the new cr edrt score mmmmm ‘

- Should the Agencies decide that it is necessary to mciude a speczj‘ ¢ level of risk
as part of the definition of a QRM, d solution-is.to avoid. nmmng a credit score value, and
rather, name a maximum propensity for default. While lenders’ appetites for risk ofien
[luctuates with market conditions, this maxinmum propénsity for de[ault can be written
mto the regulation toda and remain coistant over ttme

EY

Under ihat scenario, lende; 'S can use theu cr edrt score. model of choice 1o
measitre comphance with the maximum propensity of default for loans designated
“gualified residential morigage” provided that the credit scoring methodology neets
already established federal requirements to-qualify as a sound credit score model. This

“solution avoids ... the need to revisir !he :egulalmn every yem became of shlﬁmg Ievels
: of rrsk assocmted wnh those values. o
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As we did in our letter of July’2'0'l 1, VantageScote continues to ut, '‘ge you to iﬁcorpomte
into the final rule the premise stated in the Notice of Proposed Rulemakmg and refrain from
usmg a credit score threshold as. pa11 of the QRM definition.

. Thank you for considering these thoughts as you move for Wétdeith this important
rulemaking proceeding. If you have any questions or would llke addltlonal mformatlon don’t
hesitate to contact me at (203) 363- 2161 or by email at Ba; Burn:

Smccrely,

President & CEO
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