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the CFPB, OCC and investors all require 
due diligence on your third party service 
providers, including your vendors in 
appraisal operations. The OCC pub-

lished a bulletin in 2013 with specific mandates 
for your vendor selection process, as well as the 
ongoing performance reporting expectations. 

Vendor due diligence is part of your compliance, 
but what should you really look for when it comes 
to technology partners in appraisal operations? What 
are the risks, and how can you effectively monitor 
performance over time? As compliance exams kick 



When you’re choosing an  
AMC and a technology platform, 
look at their client base.

into high gear, here’s a list of recom-
mendations:

Consider a site visit. As stated in 
the OCC Bulletin, if the relationship 
is critical to your operations, you are 
required to minimize that risk for 
your borrowers. For relationships as 
important as your primary appraisal 
management companies (AMC) or 
vendor management software plat-
form, we recommend a site visit. Take 
a tour of the facilities, meet the tech-
nology experts charged with powering 
your collateral valuation pipeline, and 
investigate their reliability first-hand.

Check client lists, referrals and 
experience. When you’re choosing an 
AMC and a technology platform, look 
at their client base. Are they handling 
significant order volumes every day? Is 
it a proven solution that can handle your 
volume? Choose a tested partner that’s 
endorsed by other industry leaders.

channels. Beware of a fully custom-
ized solution and place higher priority 
on your own risk mitigation in this 
regulatory climate. While software 
developers may offer to build you a 
custom application, you may be at a 
distinct disadvantage with that meth-
od for several reasons.  First, if you 
have a custom software build, you’re 
not as likely to leverage the industry 
and compliance knowledge of your 
peers. Lenders and AMCs across the 
country are implementing intelligent 
quality and compliance safeguards 
every day, and without exposure to 
those enterprise-level platforms, it 
will be difficult to keep up with the 
latest innovations that help you with 
compliance and enhance your profit. 
Your appraisal operations unit isn’t 
an area of your business where any 
lender can afford extra risk, especially 
considering the penalties and conse-

quences of non-compliance. For this 
reason, it’s always prudent to choose a 
solution that other industry leaders are 
also using. Another disadvantage of a 
custom software build is that it’s dif-
ficult to make changes or effectively 
scale your operations as your com-
pany grows. Development costs will 
always be unpredictable, and compli-
ance deadlines will likely be difficult 
to manage without dedicated technol-
ogy project managers on your staff.

Rely on technology companies for 
software. Several appraisal manage-
ment companies have introduced ven-
dor management platforms, but their 
primary business is full-service ap-
praisal management and report review, 
not technology development. Think 
about it this way: If you’re placing ap-
praisal orders on your AMC’s corpo-

rate website, are you sure the AMC is 
protecting the non-public information 
of your borrowers? Is its website truly 
secure and compliant with Gramm-
Leach-Bliley, PCI Payment Card In-
dustry Data Security Standards, and 
the other privacy regulations?  This 
doesn’t mean you shouldn’t use those 
same AMCs for the high-quality ap-
praisal reports you need.  However, 
you should deploy a secure technol-
ogy solution that integrates with 
their system, so you can rest assured 
your data is secure regardless of the 
AMC’s technological capabilities or 
vulnerabilities. In accordance with 
the OCC’s requirement of being able 
to switch vendors easily, deploying 
your own technology platform allows 
you to quickly change vendors should 
the need arise, because your internal 
systems aren’t entangled with the ven-
dors’ technology.  

Verify that your vendor’s tools are 
compliant.  Make sure your solution 
has automated tools to help you with 
compliance.  Here are a few common 
pitfalls we’ve seen.   The new Equal 
Credit Opportunity Act (ECOA) 
Valuations rule:  We’ve seen many 
lenders and AMCs skipping the 
critical step of Electronic Signatures 
in Global and National Commerce 
Act (E-SIGN) compliance where they 
must obtain acknowledgements from 
borrowers before electronic delivery 
of the report.  Verify your solution 
is handling this in compliance with 
the new regulations.  Gramm-
Leach-Bliley Act:  As specifically 
mentioned in the OCC Bulletin, 
the most common violation of the 
consumer-privacy safeguards in the 
Gramm-Leach-Bliley Act that we 

Automate audit trails on every 
transaction for compliance. All the 
compliance safeguards in the world 
are irrelevant if you can’t prove it later. 
With any appraisal service provider, 
make sure you can get a full audit trail 
on the entire transaction, automati-
cally stored so you can get it later if 
needed. Record when it was ordered, 
when it was assigned and completed 
and when the borrower was provided 
copies, with time and date stamps. In 
the case of an exam, these verifica-
tions of your due diligence on every 
file will be invaluable.

With vendor management soft-
ware, choose enterprise solutions 
over custom-built, one-off imple-
mentations. Many lenders use mul-
tiple AMCs and need a software plat-
form to manage the pipeline across all 



hear about in appraisal operations is 
the attachment of appraisal reports 
to unencrypted e-mail messages.  In 
other words, if an AMC or service 
provider attaches your appraisal as 
a PDF or XML in a simple e-mail 
message, they could be in violation 
of GLB. The steep penalties for non-
compliance with GLB are calculated 
on a per-occurrence basis, so this risk 
should be avoided by selecting service 
providers with built-in safeguards. 
PCI compliance: If your platform 
or AMC accepts a borrower’s pay-
ment information, verify his or her 
PCI compliance. Is the borrower’s 
payment information secure?  We’ve 
seen popular platforms with serious 
security lapses when it comes to bor-
rower credit card information.

Choose good solutions for pro-
duction, but maintain compliance. 
Some lenders have sacrificed loan 
officer access for compliance, but you 
can still maintain appraiser indepen-
dence while giving your production 
staff the tools they need. You can give 
originators permission-based access to 
tools that make entering orders easy; 
give them instant status updates; and 
give them the ability to send messages 
and revision requests, edit borrower 
contacts and even place appraisal or-
ders on hold or cancel them. Another 
key to loan officer happiness with ap-
praisal operations is a tight integration 
with your originator’s loan origination 
system (LOS) that will reduce errors 
and hassles from re-keying data, and 
lessen the work your production staff 
has to do to get the appraisal ordered.  

Demand vendor-performance 
reporting. Whether you use AMCs, 
individual appraisers or a combina-
tion of both, the third-party oversight 

requirements mandate that you have 
the ability to monitor and report on 
the performance of all your ven-
dors.   When looking at platforms, 
this should be a priority — not only 
to satisfy regulators, but also to guide 
operations in vendor selection.  You 
should have access to vendor-perfor-
mance statistics such as quality, turn 
time and revision rates.  

Consider integrations and part-
ner lists. Is your third-party provider 
integrated with your existing systems 
and other software companies in the 
industry?  Even if you don’t need an 
integration yet, readily available soft-
ware integrations will enhance your 
operations, reduce delays and errors, 
and streamline your compliance.  In-
tegration partners also reveal a great 
deal about the provider’s technological 
reliability and industry reputation.  If 
integrations are publicly announced 
but don’t yet exist, if they take too long 
to implement or they’re generally lack-
ing, you have warning signs that your 
provider may not be as agile and mod-

ern as you need it to be.   When you 
find technology that easily integrates 
with other software systems, it’s a sign 
that the company is customer-driven 
and innovates according to its user 
base.  In this industry, all of us need to 
use a variety of technology solutions 
and no one has a magic box that will 
solve all your challenges, so the ability 
to work well with others is critical to 
the success of your operations.   

Ask for great support, uptime sta-
tistics and disaster-recovery plans. 
Get the support and service your team 
will need. If the relationship is critical 
to your operations, as most appraisal 
service providers are, it’s important 
that you select a provider that can 
answer your questions, and provides 
you with the service you need to avoid 
delays and deliver superior service to 
your borrowers.    

More checklists like this to help 
lenders comply with regulations and 
optimize their internal operations are 
available as free downloads at www.
MercuryVMP.com/Resources. v
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Beware of a fully customized 
solution and place higher priority 
on your own risk mitigation in 
this regulatory climate.


