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“June 4, 2014

Mr. Robert doV Frincson, Seaetny
BoardofBove:momnFodwReeMSysHm
+20th Streat and Conatitution Avenua, NW.
'Wdﬁlﬂmﬂm,DC 20651

RE; Minimern Requiemans for Appraital Management Comparndas
Pookat No, R-1488 '

Oser M. Frierson:

We raprasant & coakUon of tha largos! apprelsal tinne in the cotiniry, Indudicy] Foraythe Appratsala, The
Walam Fell Qroup and Meto-Weel Apofahal Collectively out firme amploy hundmda of highly quakiiied
residanilol and cominarciel lofl Appralsees. We pérfonm real estake vuluu(ies aasignments for the andire
resl asiate nduslry hokding national banks, raglonal banks, koca) banks, morigoge sordoars, and
spprakal nancgemenl companios [FAMCs'), Each fim has lisan in business for mullipte decedas end
hes damonstratad sxlonalve dedicalion 16 (ha baltarmant of Me 9wmbai profession al local state and’
mallonal lovels,

Oon Ap,-i! 9, 2014, lhe Agencivs pub&dwd for public commant Minimum R:aquiemantt for Approissl
Managemant Compenies, 78 FR 88, (‘propetod ndes'), This etter & baing submitied to e Ui the
Auom#u revaa |he defnitions of “appralxal mmagamm company” ‘and "eppeaisal mansgbment
garvicas’ contalnid In the proposed ries and add ‘3 delintion of “fes sppraiser” and Tndapendant

contracior” in order lo clary Ihe Bgage of the piopoend rules and avoxl sy Unliendes consequences of
confusion wroundlm the requhxnanh far the appmbal lndum

Wo betiave (hal dofinibonal Interpsolation "of lerms con(aimd In Dodd-Framk .1 leading lo Mo
misdiaastiication of appraisal fions as appvaleal meanpgamen| companiss, _Figlhar oonfusion may he
cauned by whan comparing FIRREA's dofinibon of apprelsal manegamant oompany wilh thal found in
TILA, which dowe ol slate a nuninwm l)mahoid uqulremem 1o by ponaliterad # AMG,

Dadd-Frank cleary recognizes apprisal fima as (68 appideors M L amandmenta 1o Roguhdon r 4
oontalniu Lhe folloudng - dofinidion of fea appouiver al 12 CFR 1028.42 (NaYHB): “A fas approiest lo sdsa
s Srganizaan Ihal, In tha ordinary coursa of buskhwes, mnplys sisle-iconsed o alate-oerlified
apprainecs to porfarm sppealeals end reaafves a (e for parforming uppralesla’  Also, (he Agenden!
peoprasd rules refarance Sacilon 3473 of the Bodd-Frank, Act which dislingulghes AMGs thal conkact
with olhers o perform appiaiaals foot apprkies! Iina which are comprised of groups of appraisers that

parforty appriasls ss pant of a firm or poctossship.  An recognized (hroughout the induatry, Congrese
no(u Ihat mn AMC provides e procsea for a lender Uxough a conracted ppprakiar, whiia u S provides a
pridutt In iha form of an appledsal ropur fo tha bender or s agent (an AMC)

Somo slatea uge {he term "third-party aganl” i thair dafinttion of “appraisal managemond company’. This
bears oul anolher Importand distingtion helween spprakaal fema and spprolsel managemant comparias in
that appraled] fiknis are nol sgenta of s creditor, Thia b recognizad In Seclion 228,42(1)(1) of Regulation
Z, ych clarifien thet “agants® of the craditor do not knclwie any fse appralser o dofinad In paragraph

{MAXD) O Bection 226,42,
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TramadjombﬂwaenaanﬁaﬂmmlmmndeWremtmmdiﬂ«m!from»
thous botwaon and AMC and & “nalral passon’ since’ bolh o conaldorad foa Gppminers par Dodd
Frank. I lhe mﬂonb«,usmcommemwylou»ir&ﬂbremzed fal the statuto cetlects thal
oatwal pereona as well as oppraisal companias o¢ (Wins may conlracl with creditors and AMCs Yo parform
appraigels. In considering theso elements of Dodd-Frank, R 1. clear hal the lplsioturd intorded to bphold

!hawabmyof apprdsamrmswimﬁrewpmfssl hdusnry

Quostir 1. Tho Agenoien coquest commant on al dspedts of N préposed dafintdon of AMC.

lnhnegendas mmmmnanmwmmfum« natWorK Mmemberstio”

the lleamiyy requiromont,.  Some have used thiv definfion to apply fo apprajasl fimms wilh
graajer T 15 employes appmiaefs fhus reelriciing bisinsas pruckoes (hal craate apamiiors! scwle for
(he industry, 608! savings (o the consumar and knproved prdambml!sm

Angther ob.-.mrveﬂon W #rat use of ﬂah minimum theshold coutd leod to urilconuod AMC practics within
the cloles thal use he Freshol and would Empoas SHMCUlE monitoring raquiramaents on Stete Appramt
Boards ko kéep check on which AMCs on el annual basts contrat wilh more or lesa than 15 appréfeen
par nlals or 26 nalionally, Some wlales have "earved-ol’ exemptbm ua!ng lha minkmum Exashokd
roqlnromems B3 (chows:

Kap Stal; Ann, 56-4708, Sama; axampbons fo reghelration:

....... (b) The provisiahs of his act ahall nol appty 1o

{1} A person sg dellned In KSA. 2013 Supp. 684708, and ;unendmen(s ihecaio, who

prmhd y employa appralters on sn employar and smployne busie for e parfotmence of

A 8 of

2) an indhdual ar individuets wha pre stata-coclfiod o Mete-iocmsd apptalsers n good
a(.!adelﬂ(vledbylhtboudMd?moareacwwcmagoﬁinheprﬂcﬂwdmduhh

wpnhlncnnd ‘as a function of the practios, makntaln a B3t of not more thah 16 ampityees who

aé redandialed appralsers it good alanding or indepandent conleartor rodentelud apprelears in

gaodstmdma

59 0.6,§ 858-806 (OSCN2014)
Tha provistons of iha Oklshoma Appralaal Mamqarﬁenl Cmnpmy Raguu(bn Aét sholl vt apply
to: _...3, An individual or Individuala Whe are state-certitiad or elais-iansed agpraisars in good
stnndlm ceadenialed by the Oklahuma Real Estate Apiwalenr Boad and who ara agiively
angaged in 1he pracice of real sstaly appfalw‘rg and; a9 & funclion of the praciice, makitaln a Ust
of len of fewer amployeirs who are tredeniialed apphalaces in grocd slanding or Indepenidant
coniracior credentialed Bppratsars in good slonding.

- Nois the Kaneas exempllm although the epproisl. fm modul Is ap&dﬂcdy exempl i no. 4 above, la
. 2, tha une of the larm amphoyse” could 1824 (o Inpoallion of AMC reglsteation aqUkrenvedtis on largar
‘apprasag! (e, Also, the (ldshoms exampiion for-amall s rafatencea ™en or fower eniployess,
polentioly subeciing largrr appreies) firms to AMC lbonahg In et state.

I okdev L onsurs thal oy appralsal fima (and nol AMCs or pihet hybdd appralsal companias thal
funciion primarky lke AkKGa) are exciuded {com Iha foininum mequinsmants, we rexpectully ecommend
tha Agencios’ conskdor rerovat of (ha minimum threstiold from tha deliniion eflirely and tequlte o
-enlitfes with AMG retvitien, regerciess of size, to bo slam-ihensod
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a Apprales! Maviagement Compeny defilion

To furthér churily Ihal iha definltion of “appralsal managsment comparty” sxciudes appraksal fiems from il
maaning, wo reapecifully. suggesl amonding the doﬁn!ﬂon to stete that apprabsal ficne am not covered
within the meanfng of "appesbsal managamient compeny.’ Specically, wa proposa that a new chausa

"Gther tHhan e person. or organization. that meste 1o dafinition of ‘Yoo appritser’™ be added. to tm.
exlaling defnilion of “epprafsal -manrgement wmpmy" aftes tha pheasa “means n parson’ and &
dafintilon added for the tecmn "fa sporatans’”.

Mptatsal Mamwnent COmpany —
an) Sovnpany (AMC} m&ans | person, affier than & parson or orgw:!zau’wa

pralsal manogem
(hal mests the cefinition ur“fn apprafzart, |\hat
(i) Pravides agpeaisdl menegomen services fo credions or (o arcondary morigsge matkol
pwiaipants, including atfillstes;
(I Provides sueh serviees b conection with valuing & conaumer’s prinaipal duedling fs eocurity
for @ acnsumar credi iranasntion or Inootporalkng aueh Wnaacumw o mmabns

b. Fae A.pp‘alau- Dadirlion

Fnﬂmhglsourpmpoaeddoﬂmonu{‘feonmﬁwr'wboaﬁedwﬂmDemnbmucﬂon

Nois thet, conslatent wiih the background discusalen in the praposed nites, we suggenl s clwsa “on a
W-2 amployriant Bessit o athes elariy The doacripiinn of an appraies! fvm model. This maaning of “fee
Wpraieer” noceqeorly wwwdea &n orqanlzaﬂon that uﬂlzm peraons on 4 1099-&99:3 for e oompfetion

of appralsals.

Foo spprakeer. The lem Mee  appealaar™ mesng—

{A] A oatural person who I8 2 nlale-ilcenesd oc stale-cariied apprser and recelves o
mwmmamlw bid who la ot “an employes of tha person angaging tha
8pp OF s .o s

(é} An ovgankzation that, In the ardinary cotires of txtslmae empioyu slodn ftaneed or

shala-cortiling appeaerm on & W2 deiioyTnent hrala lo perform ptahds racelvas a fea for
pacfoming appeakls, and fs. ot subjact o the requireents of s?cﬂon 1124 of e Financind

Insthallone Reform, Reocwaqr and Enforcamant Aot of 1980 (12 U.8.C. 3331 et seq)).
[ W-2 emgloyment biasls dofkition.

We wggeataddm a dafiolian of "W-2 nmploymenl besls™, ollher conaletent wath 1hat ralaroncod by Lha
Agerigs I facinate 21°In Seotion 1) of the propoesed rule lo darity that Uw defined lam includos anly
mnmpwm thal émploy alute-icemed o ghate-corliflled &ppahers on'a W-2 smployment basls or a8

WY,z employmont basiy”. mognas the clasouation of nalurel persons 33 empinyses using Ihy.
Intema Revenua Service’s right-to-conirol 1est under the comman [aw agancy docking, with (he
readis of uch test getrally detsrminig whalther an crganizalion filos a W-2 or a 1098 for e

d. Appretacl Mnnagmem Sepvices deflnaion

in ordar show that only hasa 6ayices a8 provided by wn AMC and ned a firm ace contemplated wilhin ie
definilon. ‘of appraisal’ managaineni ooinpany, wa raspactiully supgesl atnendhg (b uefidtion af
“appraisal maviagnmin) services” (u optectfy “foa™ dppraksors. Speciicwly, wo proposo Lhal the work ee®
b addad (o the mdsthg dofinklon of * apprafn! management services” belom s word appralw




- Mr. Robert doV. Friergon, Socretary :
Federsl Reserve Board
Jund 4, 2014

Pagu 4016

Appesigl Managermant Sorvies.
Appraleal maragement sarvicad cieans one of mare anbatolowlng ww‘cn.nwfamudby WY
pereun £ athet thaii v. person. u?mdzﬂuﬂon fhaf mnrc mq dlﬂnfm:n of "iu l;bpﬂ:‘llf o
thalt tarve (s dafined .....)

4. Récrulling, adsdhg. and redatning fuapprnlmn, .

2. Coniracting 'mthf" wpprakors to parform appralval eorvices;

3. Managing . fa procass of having an’ appralad padermed, including  providing
goministiative - eorvices such 23 @Realving. appratenl ordefw ‘ard appralsel ‘cegarts,
submilEng compislod appeattel rancrls ta creditors and (mdatwiiers, callecting fees from
credlions and uridorwtery lov vervioes. provided, and’compenaaling fee wppredears for
sarvices parformed; o

A, mwmmﬂmmmmr«wmrs

&dding tha (erm “fea” is <onaialani with Dadki-Frank's recognlilon of. he appraisal firm’ modal &3 4 (66
apprakser.  Some states”. deflnkions provide fudiier derity. by fckuding "sdministralion: of an Rppralens
panal” a8 008 of tha sarvires. Then, appralzsc panal Is defled conslslent with that fourd In tha proposed
o, [86¢ Az, Rev. Sial. §32-3661, Conn, Gansmgzoram 4 a0d (&) aod  Kan, Slad, Ann, 36-

4TR(eXA) i (o))

Queation 2. The ‘Agooule remuml comnanl sh the pedpaacd dofisition &f “approluiv iebwotk of
A pane* and on the allernalvie of defining this (svim fo' Includs wmploysss as well o
ndepondenl conacoy, The Agandos &b requast comment o whullies the term
Hndapandant aontractor shauld ba definad, and If S0 why ahd héw, including vAwiher i
shatld be’ definad basad upon Faderal law (2.9, using ive atandaras msied by the
Internal Revonua ServicoZ0 o slandards wdopter L alher Fedaral reguialions, such a8
(hove fagued wiser e Secwo and, Falr kit (o ataky low (8088 W bo tonslutert wilh
amﬁng AMC lavs).

Wo agrae will e aganices’ propused delintion of appralm nalwork wpmd &8 | nofwork of State+
Ecorioed or Steta-carified appraaary who ere ndepsndent cONINCINE 1o 8n AMG. This ts cormbsiont wilh
tha agrncies’ cufreach to ‘stafe boarda which found thal moal sfelss defing B punel 83 = group of
Indwperidert cotrmalods, Alko, athouth, Seotion 1473 of Dodd Frank dout 1ol spoecify whathor a
Timwink or panei” conslsts of smployees of a1 AMC or ndependeat conlrantors ratained by (ha AMC; Uw
definition of appraleal mansgement sarvkes icludes the lerm “contrict® i section (B) 1o dofine \he

funcions of an apprabatmamgommoonm

Tnduding the: lerm- *smployens” i (he dmuun of. apprahal ne(wk or paml' would pemeu:alo Ihe
mickhgsticalion B causo Bdverss comsauenced to la appralsal flan model, Rowaver, 14’ of #
dafiniion of Independant contracior would haip ko communloals darly. . Thus, we suppor. Inckiding 8
definllan of Independent contracior in the fmal AMC rufes, eﬁher the e oi e deﬂnﬂfan 84 clled I é
proposed thiinfum 1aGuEremania or: '

(ndppongent conttacioe — a natural paraon Wi submils a w-d 1o ha paysr ahd s lesusd & 1099
for poymarks ovar $600, tver which [he' AMEC. has no conkrol ovor ths method: or mancer .of e
performanca tha person’s work,

Question 3. ‘Tha Aganciss tequast conwment o the dislinotion (he Agendies have dravm betwota
' employees and ndegendant Conractors as a basts for'axcluion of awrw titro from
the dainlion of an | AMC.

We Incarporsie by refarance. ollr surliar comimaitis regoeding the, deflattion of an Hpgrelas) managombat
company in rwpomoto Lhés quwﬁm it's cruclal to nota (hal the relallomhlp of each psnyio Indhdus)
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amﬂmhﬁnb&d&rumdh(mmnbewmnanwmnndmmc In ordar for states to
properly regukats &t AMC, ha Estincifon miust ba mada claar rom a sishaiky basis vith afaar guidarics
providad.. Mony states da recoonize and exempt fuma that amp]w appmhere on 8 w2 bosls by staung’
(1t Ui provielons of the AMC aci shall nol apply la:

“A tocpardtion, pertiarship, solo proprsiorzhip, subisidlary of whee business anily thot simploys
18l astals spninison amluwuy ) 40 employer and employee basle oy the pacformance of all
mal propariy nppmml aarvicaE in Jhe normial courss of ks buginess.,.? Arlz. Rev. Slet 3093 {2)

abruelwe for lhvo ton a6 Sven hi 50Mo stalos! reuilations!

4§ -Appretaal i & perwn nnwmd o pericim’ appmlads lhal et‘npbyu apprelaera on a
, W2 employmam baslg.

2) Person means . an Indkidus, Thm, tnushtp assqdallm, corpomm, of :ny olher
Ay *h:a oxolgholy anplow apprilears on W-2 eﬂwfmonl basla for tha parfarmarics

o epprakale..,

8 W-2 emplayment bosie. Tha form -2 employment tmh' ipeans the chassiticallon of
nakiiral persons as employess using tha Jnteral Rovemme Sarvice's righ(-(o-omtml weat
urgin Hae common lew agancy . dooline, with the  saauite of such- =t penerally
delermining whather an orgmlzalhm Mon'a W-2 or n 4084 for tha parson, “Thia moaing
of ‘e appralee” in Sacion nesassarity excmtas an orgwHzetion (sl viiizes parsans on

'y 1096-baals for tha' mmpl-eﬂon of spp;aha!s

Quaalion 13 Ard any questions falsad by any diferarcan bstwien Slate kwa and Uw proposad AMC
T ylest? Stioukd these be addreased in the final AMG Rl sad, f Ao, how?

mdlhume!«dffetemee helwm&!alahwmdthepmmad%rdnhmtmumﬂm
examplions for appraisal firms.  Whiks 1he mannar o{mmpﬂoo'_l amang the dlates veried, 2 loas! thers Is

romia treaimant of this Inpie, Fﬁwinga(em grEmpled:.

' Cobrada Rev Stawtee 12.61 702 (1.5}(1:}(!) 'Apgralzd managayrent company dosy rol
incdude: 3 Gorporalion, Kmited lbbﬂw comwm‘. wb pmpﬂc{mmp, af olber anllh,i lhat
drethy pecforma oproleal soniced. ..

» 47 Kahasy Rav. Stakuise SB-4705(b): The p(wlekxm of thie zal shall not apply o: (1) a
peraoit €8 delined n K.3.A 2013 30pp 68-4703,... iho xclusively ampioys npptalms on
an omplow end ampdoyoe buala for ) patfwmamod appraloaly, or,,

¢ Uteh Codde Bf-20-104: “This ehaptr dis frot apgly to: (1) anenlily fel: -
() exciively, emphiya an Kxividual an s employsr-smplyos bash Tor s
eilcmmnm; of & real #glsty appraisal ac&vily i he nonnd coures of i onifty's
neu,
(b) Ia vasponsible for enduing thal the real ealole appraisal aciMily belng performed
by an umpiwne Ix. porformed In accordancy with epalicable apprakal slandsards;

Exompions are i pinos for firma LAl héve an "amployer-employse” rolationahip with apprabsars, Othars,
Wmigly. thel firia 8o not Bubjed! ta. Boansing ivolgh (1) referances to AMKC's as thied pory ogonts; (2)
- defining fa e appralsal panel aa made up of indepandenl contraciors (nol employees); and use of the

lanm sontrand. Thase feallrés of tlvmend elste exeiptions Imply.the AMC business medal of caniincting
Wy hdapmdant mprdaars to LR} the goal of the apprateal mmagunm! 3OVKG procase,
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Thenk yuy for your (e and ceniderstion of thie letter,

Sincarely,

-

el Exoculive omr" . Forwthe Appraleal, LLC
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