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Re: Proposed Rule, Minimum Requirements for Appraisal Management Caxmpanies.

This letter is being submiitted on behallf of StreetLinks Lender Selutions in response to the proposal
published in the Federal Register by the Agencies on April 9, 2014, to implement minimum reguirements
for Appraisal Management Companies (“AMCs") prescribed by section 1473 of the Dodd-Frank Wall
Street Reform and Consumer Protection Act. StreetlLinks Lender Solutions appreciates this @pportunity
to comment on the proposed requirements and respectfully requests that the Agencies consider the

adoption of the suggestions contained herein.

StreetLinks Lender Solutions provides an innovative and comprehensive suite of valuation services and
lending technollogy solutions to banks, lenders and other mortgage industry firms. As an Ajppraisal
Management Company, StreetLinks manages the appraisal procurement function for over 500 diisareet

bank and mortgage lending clients mationwide.

While StreetLinks Lender Solutions is supportiive of the Agencies’ objectives to promote @ppraiser
independence and protect the publiic interest and agrees with much of the current propaosal, we are
suggesting a few modifications which we strongly believe will enhance those objectives by dimmimating
the possibility of unnecessary, but significant increases in the timing of the typical mortgage process and

associated costs to comsumers.
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Question 1: The Agencies request comment on all aspects of the proposed definition of an AMC.

StreetLinks is in basic agreement with the proposed definition of an AMC as outlined in the aurnrent
proposal.

Additionally, StreetlLinks would ask for the Agencies to clarify that, a technollogy solution or computer
software platform offering a Software as a Service (“SAAS Model”) which enables a bank or mortgage
lender, for a fee, to manage their own appraiisal procurement process, be specifically excluded from the
AMC definition. Many lenders who manage their own apprraisal panels currently use such applications to
facilitate the appraisal procurement process. These applications bring efficiencies which lower costs and
increase service levels to consumers. Unfortunately, several of the leading technollogy products in use
today have been inaccurately characterized by a few States as performing “appraisal imanagement
services” and, as such, are being pressured to meet State level AMC requirements. However, since they
are only selling software as a service intended to be used by the bank or lender's own employees to
independentlly manage their own appraisal procurement proeess, usually at a very smalll “fee per click”
meodell, there is ne maigin or headcount for sueh a provider to perform any of the functions that Qurrent
State level AMC reguirements mandate, sueh as obtaining a mandated number of minimum review
appraisalls, verifying appraiser licensure, ete... Because the teehnology provider's employees only
previde software maintenance and teehnical support areund the seftware usage and enly to assist the
bank er lender’s users in efficiently managing their ewn appraisal preeurement funetions, these
eompanies sheuld be specifieally exeluded from the definition of an AMC and exeluded from eurrent oF
future State or federal minimum AMC requirements.

Question 2: The Agencies request comment on the proposed definition of “ gppraiser network or
panell”.

StreetlLinks agrees that the definition of an appraiser network or panel should include only imtigpendent
contractors as defined by the IRS. Additionallly, only appraisers who are actively receiving work from the
AMC (have performed any appraisal assignments within the prior 12 month period and that have not
been notified of being removed from the AMC's panell) should be construed as being part of the AMC's
panel when it comes to assessing registry fees. In order to be able to seamlesslly expand their comtractor
base when market forces create an unprediictable spike in mortgage and appraiisal volume, many AMC's
perform all of the necessary due diligence to approve an excess of appraisers to their panel and hold
these appraisers in a reserve roll or capacity. These appraisers generallly will not complete any
assignments for the AMC untill volume increases within their geographiic area of competency creates the
need. Reguiring sueh "reserve” appraisers to be considered part of the AMC's panell for registry fee
purposes will cause AMC's to restriiet the size of their panell and reserve capaeities, thereby ereating a
sighificant disruption in serviee levels to their lender clients and a constrietion on mortgage voluimes
when market forees are at their most favorable for cHNSUMErs.




Question 3: The Agencies request comment on the distinction between employees and
independent contractors as a basis for exclusion of appraisal firms from the definition of an AMC.

StreetLinks agrees with the distinction that the Agencies have drawn between employees and
independent contractors as a basis for exclusion of appraiisall firms from the definition of an AMC.

Question 4: The Agiencies request comment on whether references to the NCUA and insured credit
unions should be removed from the definition of "Featierally regulated AMC’ andl aifiner mnﬂsulftlhe
final regulation to clarify that AMC IS8i3saresuiljeact tio SBtakereggjistirattioun andl ssyypariisdiam.

StreetLinks agrees that the NCUA and insured credit unions should be removed from the definition of
Federallly regulated AMC and other parts of the final regulation in order to clarify that AMC CUSO's are
subject to State registratiion and supervision.

Question 5: The Agencies request comment on the proposed definition of “sscondary mortgage
market participamit.” Are the types of entities cited in the proposed definition appropriately
included in this context? Should any other types of entities be expressly included or excluded
from this definition, for the sake of clarity? Should any other types of entities be considered™ an
underwriter or other principal in the secondary mortgage markets” for the purpose of the
definition of AMC i tine DodidHFraink Aca?

StreetlLinks has no comments on this topic.

Question 6: The Agencies request comment on the proposed minimum requirements for Sate
registration and supervision of AMCs

As currentlly proposed, the AMC minimum requirements do not compel States to establlish regulation of
AMC’s, nor is a State penalized for lack of same. However, AMC's that are not regulated within a State
within 36 months of the finalization of these minimum requirements and that are not owned by a
Federallly Regulated Financial Institution are subsequentily barred from providing appraiisal imanagement
services for federally related transactions within non-enacting States. Should a single State wiltimmately
decide not to participate in AMC regulation, this situation has the potentiiall to create a significant
disruption or restraint of trade, while providing an anti-competitive result whereby the lack of uniformly
applied requirements leads to a clear advantage In the marketplace to lenders whose affilicted AMC
business is only a secondary business concern, while potentiallly crippling AMC's whose primary business
modell is geared to provide appraiisal management services on a nationall scale,

It should be noted that the marketplace has identified an undeniablle need for the services of mational
AMC’s. Based upon GAO study 11-653, up to 80% of appraisal orders for federally related transactions
are managed by an AMC. This is generallly the case because lenders lack the resources, core anmpetencies
and operationall efficiencies to manage the appraisal procurement process, and more specifically, to
institute the necessary barriers in order to ensure appraiser independence. Additionally, many larger
lenders who do business on a nationall scale have a clear need to establlish relationships with an AMC that
can manage their appraisal procurement and appraiser independence needs on the same scale. Sihould
the current proposall be adopted as written, i1t would create a significant financial burden on lenders to




bring their appraisal procurement process “im-house” or establish their own affilicted AMC, while likely
increasing the chances for compromised appraiser independemnce, which is in direct conflict with the
spirit of the Dodd-Frank Act. Additionally, the increased operational costs and the disruption in service
levels would ultimatelly be borne by the end comsumer.

StreetLinks proposes that all AMC's, including those owned by federally regulated fimancial imstitutions,
be subject to the same State registration and supenvision requirements. Additionally, we propose that
the fimal rule be amended in order to require all States to enact AMC registration and swpervision
programs or be subject to penalties for failure to do so. Otherwiise, StreetLinks must propose that if a
State does not enact AMC registration and supervision within 36 months from the time the Agencies issue
the final AMC rule, or if any State repeals an existing registration Act after the issuance of the final AMC
rule, AMC's should not be prohibited from providing appraisal management sefvices in connection with
federally related transactions withiin such a State. Rather, affected AMC's should be required to register
with an existing federal regulator or as part of a separate registry process defined by the Agencies, while
being held by such regulator to the minimum regquirements outlined within the AMC final rule.

Question 7: The Agencies request comment on the proposed approach to the appraisal review
issue.

StreetLinks agrees with the proposall to schedulle a separate rulemaking to determine “gpmropriate"
appraisal review for compliance with USPAP in connection with federally related transactiions. As the
review requirements relate to AMC's, we offer the following perspectiive. Historiically, the marketplace
has dictated that reputable AMC's provide quality controll examinations of completed appraiisalls prior to
delivery, which, in essence, are similar to and/or augment the lender/cllient’s own collzteral
underwriiting process. This type of "review”, which does not rise to the level of an "appraisal review™ as it
Is defined by USPAP, is typically completed on many, if not all appraisal reports obtained by the AMC and
Isintended to determine the completeness and consistency of the appraisall, along with identifying
possible risk factors that may require further explanation or verification. It is through this process that
appraiisal reports are identitied which present the AMC and/o¥ the lender with a reasonable basis to
believe that a more thorough "@ppraisal review” woulld be appropiiate to be obtained from a licensed or
certified and geo-competent local appraiiser. 1n an attempt to address the "review” requirements
outlined within the Dedd-Frank Act, many States have now adopted their ewn varied interpretations for
the number of and/er fregueney of loeal and/er outsoureed "appraisal reviews” that an AMC must
complete for each of the appraisers on its panell in erder te remaiin compliant. This is an additionall Iayer
of "randem” appiaiisall review due diligenee te the already significant reguirement for a 109 random
sample placed upen mest mertgage lenders whe sell their |6ans to the GSE’s. Requiring “Appraisal
reviews” t6 be perfermed By AMC's en a defined sampling ef appraisal reperts where an initial Q€
examinatien dees net identify asseciated risk factors represents a signifieant inerease in eperating costs
te the AMC and the AMEC's elients, which again, are ultimately berae By the end espsumer. The need for
and/ek frequeney of "appraisal reviews” neeessary in erder t8 demenstiate 3 AME's eommplianee sheould
be |&ft to the epen market to determine, as Users of 31 AMC's serviees are mere than eapable of defining
the |evel f guality they are reesiving ahd identifying 8 need for greater due diligenee. Stresthinks
eHFrently Maintains 8n engeing diglegue with eur elients whereby the [evel oF guality is constantly
_fﬂ@é%?%ﬁ gnd ahy deficieneies gre iééﬂﬁiﬁéﬁ gnd mitigated in order i8 ensure that the lending imstitution
is §b\e t6 mest theiF ewh regHlgtery serukiny:




Question 8: What barriers, if any, exist that may make it difficult for a State to implement the
proposed AMC rulles?

State Appraisal Boards, who are generallly being tasked with AMC registration and superwvision, are
already challenged by lack of funding in many States. Adding another layer of significant oversight to
their respomsiihilities could prove fimancially burdensome to the point that they choose not to emadt

Additiondlly, unlike when State appraiser registration was enacted as the result of FIRREA, there is a
distinct possibility that certain States will choose not to enact AMC registration and supervision
programs, or repeall existing Acts, simply because they do not understand the indirect positive results
that AMC's bring to consumers. While AMC's provide significant services to creditors which provide
efficiencies and cost effectiveness in maintaining their appraisal procurement and sppraiser
independence functions, which ultimatelly benefit consumers in reduced costs and timeliness of the
typical mortgage process, the use of an AMC is not a requirementt, as is the use of an appraiser, in order to
obtain a mortgage in a federally related transactiion. In fact, the State of Hawaiii has already published a
study whereby they have determined a lack of understandiing for the need of an AMC registration and
supervision Program. Should a State like Hawaiii ultimately deeide net to partieipate in AMC regulation, it
has the potentiial to ereate a significant disruption or restraint of trade to the industiy, while providing an
anti-eompetitiive result whereby the lack of unifermly applied requirements leads to a clear advantage in
the marketplace to lenders whese affiliated AMC business is enly a secondary business eoneern, while
petentially erippling AMC's whese primary business model is geared to provide appraisal managament
services OR a natiohal seale.

Question 9: What aspects of the rule, if any, will be challenging for States to implement within 36
months? To the extent such challenges exist, what alternative approaches do commenters suggest
that would make it easier, while maintaining consistency with the statute?

Based upon the 38 States which have already enacted AMC registration and superviision Acts, many of
which go beyond the current final rule proposall, all States should be able to implement all aspects of the
rule within the 36 month time-frame given.

Question 10: Are there any barriers to a State collecting information on Federally regulated AMCs
and submitting such information to the ASC? Awdi if so wiat aretiiey?

How would a State know which AMCs are federally regulated without spending significant time and
resources to vet them? In effect, it would represent an unfunded mandate to require States to acquire
information, research business records and then present their findings for unregistered federally
regulated AMC's for the purposes of administration of the AMC National Registry. StreetLinks renews our
proposall that all AMC's, including those owned by federally regulated fimancial institutions, be governed
by the same State registration requiremenis, including sharing the same impact for operating withiin a
non-partiicipating State. State registration and renewal fees are becoming a significant financial lburden
from which the institution owned AMC's are currently exempt. This creates an anti-competiitiive market
influence and a restraint of trade.




Question 11. Are any questions raised by any differences between State laws and the proposed
AMC rulles? Sivnild! tese e adidireaaasd i e fined] AMCrodéssaant; jiffseo hloow??

The optimall structure would be to create a single National Standard with State enforcement. As moted
previouslly, AMC's currentlly have 38 very diffearent State registration and supetvision programs with
which they must maintaiin compliant. Managing to the great diversity between these programs
represents a significant operatiionall cost to the AMC, the AMC's client, and is ultimately borne by the end
consumer. These increased costs make it ever more difficult for lower income or wnder-served
borrowers to be able to afford the mortgage application process. StreetLinks proposes that the final rule
establish a single set of AMC Requirements that could not be augmented by the individuall States, but
woulld be enforced at the State level via the registration and licensure process.

Sincerelly,
StreetlLinks Lender Solwtions




