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Virtual Office Websites:

A Lively Discussion on the Challenges and Opportunities of the New Mandate

The following was presented March 6, 2009 by Amy Geddes at Clareity Consulting’s “MLS
Executive Workshop” in Scottsdale, Arizona. Clareity Consulting hopes that publishing these
slides and talking points helps to facilitate discussion of, and improvements to, the new VOW

policy.

VOW'’s — what they are

Brokerage productivity tool that requires lawful
“consumer /broker relationship”

Means for delivering valuable content to consumers
of real estate

Opportunity for brokers to offer more “interactive”
participation using the internet

Service opportunity for MLS organizations and
vendors?

NAR definition: VOWSs are a “website through which brokerage services to consumers can be
provided including searches of MLS data with participant oversight, supervision and
accountability.”

VOWs allow Participants to offer tools to consumers that are competitive with tools that already
exist on national aggregator and portal sites.

Are the MLSs uniquely positioned to serve as AVPs for their members since they have the
freshest data?
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VOW'’s — what they are not

Really amped up IDX websites
The final step in “freeing the data”

A way for brokers to provide agents with all of the
MLS data without paying those pesky dues

MLSs have expressed concern that the monitoring for misuse of data could be cost prohibitive.

The education effort along with assisting VOWSs that are already in place will be significant.
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Gotta do it.....now
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Declaring new or additional confidential fields will be difficult for the MLS organizations because
of the parity issue.

Clareity highly recommends comprehensive data usage agreements. Industry experts have
recommended MLS orgs also create sample ‘terms of use’ for your participants along with a
sample agency disclosure language/format and privacy policy to assist them with VOW
compliance and encourage compliance.

Easy to use application and fulfillment process will be critical for MLSs — providing a
“Sample VOW” and examples of what is permitted and not permitted may be valuable.

A consistent Monitoring Process should be established and communicated to AVPS and
Participants in advance and the same methodology should be utilized for all users. “Spot
checking” could be perceived as profiling. Compliance monitoring and enforcement efforts will
be largely based on demand for VOWs, which is fairly unknown at this point.

The RETS mandate and standard should assist many MLS organization with easier provisioning
of data feeds - but management of them is still an issue.
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Seems easy enough....but wait
-

0 This is going to cost money — need a model for assessing
fees to the “Participant”

@ _*
- Unknown adoption rates ,ﬂ
("

- Unknown monitoring costs

3

- New (or modified) technology costs
- Infrastructure and bandwidth costs

- Legal Costs (If you cut a corner don’t make it this onel)

Establishing a cost model up front is important, but challenging at best. Some MLS
organizations are using their IDX pricing model as a start, however actual VOW expenses could
vary greatly from IDX.
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From NAR FAQ’s on YOWs

Q. Does the VOW policy impose a cap on the fees for VOW data feeds?

A. No, except that fees charged may not exceed the reasonably
estimated costs incurred in adding or enhancing its downloading capacity
to enable Participants, subscribers or Affiliated VOW Pariners to operate
VOWs.

Q. Can the fees charged AVPs be higher than the fees charged Participants
and subscribers?

A. AVPs can be charged fees higher than those charged to Participants
only if the MLS incurs greater cost in providing service to an AVP. In any
instance, the costs charged must reasonably relate to the actual costs
incurred in providing the service to Participants or to AVPs.

These rules seem to limit and/or open up for challenge the fees set by the MLS organization -
yet significant costs will exist not just to provision a feed, but to also monitor and enforce the
licensure agreements that allow use of the data.
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A few legal concerns....

We found quite a few states the require “written” or “oral”
requirements for establishing a lawful consumer broker relationships.

NEW JERSEY is oral first and then written

IDAHO: A licensee shall give to a prospective buyer or seller at the
first substantial business contact the agency disclosure brochure
adopted or approved by the Idaho real estate commission. Each
brokerage shall keep a signed and dated record of a buyer or
seller's receipt of the agency disclosure brochure.

Excellent Resource:

Most states accept a “digital” record the same as a written record. Some don’t require agency
disclosure until the point of a written agreement to purchase or sell while others require it at
the “first substantive contact”.

MLS organizations will be hard pressed to enforce this one and will likely be sending any
concerns to state regulators for determination/enforcement.
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A few legal concerns....

MLS Participants & AVP’s — the collection of usernames,
passwords, names, email addresses is considered “personal
information” and subject to Privacy and Breach Notification
Laws (MLS’s - indemnification might be important)

MLS policies and agreements need to include secure practices
for getting, transmitting, retaining and displaying MLS data

Section 19.3 that requires operator to provide MLS (or another
MLS Participant) to access a VOW = including personal user
information has significant privacy concerns for the consumer —
not to mention the thought of one broker having access to
another brokers “prospects”

The NAR CRT Survey indicates less than one-half (45%) of companies had a privacy policy for
consumers.

Clareity Consulting has seen few policies address the specificity needed for secure data
practices — without specificity auditing is a challenge.

Section 19.3 isn’t likely to work well as it is currently written. A requirement for one Participant
to give access to his contacts and prospects to another Participant is fraught with problems.
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Of course there are security
concerns....

The “email verification” requirement as part of the
“mandate” restricts deployment of other options

Passing VOW user information (for auditing purposes)
on to an MLS or another Participant (as outlined in
Section 19.3 )is very RISKY and precludes the use of
good security practices (encrypting of pwds)

Section 19.5 allows the MLS to impose “appropriate”
security protections not to exceed those imposed by the

MLS — What about the 500K subscribers using strong
authentication for access to the data?

SMS Text message delivery/consumer confirmation could be more effective and valuable yet by
defining “email” in the policy hinders the development of more effective technology. Brokers
that establish a relationship by collecting a cell phone number are gaining a much more
valuable prospect than email.

Use of encrypted passwords is a basic security recommendation — yet the policy as written
would not allow for it due to the requirement that the user information (including passwords)
be provided to the MLS - or possibly even another participant — for auditing.

Many MLS organizations that are protecting the MLS data with an additional level of strong
authentication see potential “parity” in requiring brokers to provide something similar for VOW
registrants to prevent potential abuse. Even Google requires a one-time pass code be sent via text
message to help validate an individual opening a new Gmail account to prevent abuse. So,
clearly this would be a reasonable step for MLSs to require for VOW registration, especially for
those that already require strong authentication to access the data.
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Then, there is policy monitoring

Rule or Policy How will it be monitored? m
Registrant requirements Manually in all cases At least initial compliance
(agency discl, terms of use, review plus intervals

privacy policy,etc.)

Password expirations, anti- Possible automation Dependent upon rules
scraping and other data adopted by the MLS
security issues

Participant and MLS data Manually in all cases At least initial compliance
display requirements and review plus intervals

advertising limitations

What if any technology exists to support automation of these responsibilities?
Is this going into your MLS compliance budget planning?

It is important for MLS to establish and communicate its monitoring process to all AVPs and
Participants in advance.
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Parity is logistically “challenging”

The seller “opt out” clause that prohibits display on the
internet but allows VOW operator to deliver via other
means — including email, fax or other means.

Talk about consumer confusion & they are not VOW experts & how will

agents explain why they can
the Internet? And does this build consumer trust?

It will be difficult for the MLS to classify

v
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“confidential” fields because of the o JZ* o
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requirement that it apply to all disclosures ) L. 2 y 4
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(including verbal) T
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Non-disclosure states are not required to permit Sold Data to be displayed only if it meets the
“parity” rule in their MLS.

Many non-disclosure states are permitting it to allow their brokers to be competitive.

The reality is “on-line” and “off-line” services are similar but not the SAME and the parity issue
has some challenges.
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More confusion for the consumer....

Section 19.23 — “listings obtained from other
sources, including from another MLS or from a
broker not participating in the MLS must be
searched separately”

Section 19.19 — limitation on the number of listings
that a Registrant may view in response to an inauiry

— What's the definition of inquiry? s

?

Brokers who are members of multiple MLS organizations will be frustrated by this provision
(19.23).

The definition of an inquiry is unclear making it somewhat unenforceable. Note that a limit of
1000 listings may be fine for a site visitor looking for a single home, but not for an investor
looking for dozens of properties over many years. Again, exactly what is an inquiry and how is
that reflected in the VOW?
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On the bright side....

New opportunities exist and new tools will be created
if there is demand

Vendors are “stepping up” and making the needed
changes to support the MLS’s

RETS is mature enough to support this policy VERY
effectively (technologically speaking)

At least this time Participants have to let the

MLS know they plan to operate a VOW! g

Agents and Brokers can now offer competitive tools and services being offered by aggregators
and portals now.

Innovative MLS organizations may see this as a service opportunity for their members.

RETS has issued guidance that if properly implemented can help manage data more effectively.
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File this one under “unenforceable”
-

“Participant must be willing and able to respond
knowledgeablio inquiries from registrants about
properties within the market area served by that
Participant.” - Section 19.4 VOW Policy

If the Participant is licensed they are assumed to be “knowledgeable” so this requirement is
really that the Participant must “respond” to inquiries.
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What did we miss¢
o

o1 More concerns
o Unique ideas to share

o1 Actions or recommendations to members of the NAR
MLS Policy Committee

These issues and others that you may have should be brought to the attention of NAR’s MLS
policy committee.
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Company Profile

Founded in 1996, Clareity Consulting provides clients an independent and unique perspective. Clareity
has successfully executed a wide array of projects, including:

MLS system selection

Request for Proposals (RFP) for MLS, public records, broker systems, and Transaction
Management Systems (TMS)

Contract negotiation

Project planning and management

Strategic planning

Facilitation of MLS cooperation or regionalization
Information security and business continuity audits
Software and system design and review

Software scalability testing

Mergers, acquisitions and strategic alliances

Market research including surveys and focus groups
New product marketing and business plans

Product and integration specifications analysis
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Clareity has provided management and IT consulting services for over 200 Multiple Listing Services, as
well as for many real estate associations, franchises, brokers, and software and service providers.

More information: www.CallClareity.com
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