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The Return 
Of the Ancient 
Astronauts
BY PHIL HALL

Forty years ago, I was a little 
boy growing up in The Bronx, 
N.Y., and my favorite place in 
my neighborhood was a small 
cinema called the Dale Theatre. 
It wasn’t a fancy venue, by any means, but it seemed 
to have the knack of booking the best movies – or, at 
least, the best movies for a kid like me.

Back in 1974, one film played at the Dale Theatre 
that had a profound impact on my life. It was a 
strange documentary called “Chariots of the Gods” 
and it offered the remarkable idea that the ancient 
world was visited by extraterrestrials that gave the 
gifts of architectural and engineering knowledge to 
the grateful Earth population. But not everyone ben-
efitted from this gift: the film 
theorized that the people in 
ancient Egypt and Central and 
South America created their 
magnificent pyramids and leg-
endary cities with the help of the spaceship travelers.
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Bankers 
Want Their 
Servicing Ops 
To be Less 
“Special” 
BY TUCKER MCDERMOTT
 

As more and more statis-
tics come out showing low-
er delinquency percentages 
and decreasing foreclosures, 
many mortgage bankers are 
asking themselves if they re-
ally need a default or “spe-
cial” servicing operation. The passing of Dodd-
Frank and the birth of the CFPB have dramatically 
changed the landscape of default servicing, par-
ticularly now that the new servicing standards are 
in effect and being strictly enforced. What many 
banks have come to realize is that the costs and 
risks associated with running a default servic-
ing platform today are sim-
ply just not worth taking on 
in-house.

4 Steps to 
Operational 
Compliance
BY CHRISTINA JENKINS

Somewhere in your organization is an 8 
½ x 11 sheet of paper, 
handwritten by a ten-
ured employee. Find it. 
Amidst the watermarks 
and wear and tear over 
the years, this document 
may seem insignificant 

on its face. Analyze it. For therein lies an im-
portant piece of your operational policy and 
procedure.

A Challenge to 
All Technology 
Companies!
BY REBECCA WALZAK

The MBA held its annual Risk Management 
and Quality Assurance conference recently. With 
all the new CFPB requirements in place or soon 
to be released, I expected to hear lots of news 
about how quality is getting 
better and what new technol-
ogy is coming soon to make 
that happen. But what I found 
was... “nothing.” Unfortunately 
it was just a rehashing of old 
technology and new terms 
for old problems. 

TAKING YOU BEYOND THE NEWS

OCTOBER 2014

on page 12

on page 11on page 10

on page 13

Brought to you by PROGRESS In Lending

Third party oversight
Best practices to avoid costly 
mistakes and penalties
www.MercuryVMP.com/TPO

GSE Focus on Appraisal 
Quality Management
Overview of the new GSE rules
www.MercuryVMP.com/IU

Appraisal quality control  
How to easily comply with the 
new requirements 
www.MercuryVMP.com/QC

The ECOA Valuations Rule
How to send appraisals in full 
compliance with the new law
www.MercuryVMP.com/ECOA

Appraisal issues? 
Download these free 
industry resources from 
Mercury Network
1-800-434-7260  |  MercuryVMP.com

MATLIMNFC1014-FrontCover.indd   1 8/13/14   1:01 PM



Tony Garritano, Editor
Michael Hammond, Executive Editor

Roger Gudobba, Senior Editor
Janice Cordner, Creative Director

Miguel Romero, Photo Art Director

CONTRIBUTORS:
(in alphabetical order)

Phil Hall
Christina Jenkins
John Levonick
David Lykken

Tucker McDermott
Jennifer Miller
Wayne Smith

Rebecca Walzak

Wishing Won’t Make It So
As many of you know that read my stories regularly, my older son is a great 

singer that is very into theater. This year his school is deciding between putting on 
a production of Big: The Musical, The Lion King or Aladdin. My son is pushing for 
Aladdin. So, I thought it would be great to take him and my younger son to see 
Aladdin performed on Broadway. It was a great show!

The famous duet from Aladdin is “A Whole New World.” In the stage production, 
Aladdin and Jasmine are sitting on a magic carpet that actually “flies” on stage. 
My younger son was amazed. He is now insisting that magic is real. In fact, it was 
pretty amazing. I’m not sure how they made that carpet look like it was flying so 

effectively. I didn’t see any strings or anything. But, I digress.
The premise behind Aladdin is that this boy finds a magic lamp and starts 

making wishes to change his life for the better. In the end though, the 
wishes backfire. Aladdin realizes that you can’t just rely on wishes, 

you have to actually make things happen. Even if we go back to 
my son’s case, he wants Aladdin to be the play performed, but 

he’s not just sitting around crossing his fingers, he’s talking to 
his acting teacher and the head of the theater department 

to make his case. I like to think that he gets that tenacity 
from me.

Unfortunately, I don’t see that same tenacity in the eyes 
of most lenders. As the Lending Laughs cartoon sug-
gests this month, I think a lot of lenders spend more 
time wishing for things to go back to the way they 
were before the meltdown instead of looking ahead 
and actually doing something to improve the industry 
as it is today.

Right about now you’re probably thinking: What 
can lenders do? Well, they can start by taking a criti-
cal look at their business and their process. Nothing 
is perfect. Everything can be improved. The more 
time lenders spend thinking about how they can be 
more efficient, more cost effective, more customer 
centric, etc., the better they will be. But that’s not 
enough. The successful lender at that point has to 
translate those thoughts into actions. 

I’m sorry to say to every lender reading, but wishes 
won’t cut it these days. In today’s market, innovation 

and even a bit of re-inven-
tion is what’s needed.
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I recently attended a dinner party 
where the conversation turned to su-
per powers, as in, ‘what super power 
do you wish you had?’ One guest self-
consciously proclaimed hers would 
be seeing clearly through fathoms of 
water. She apologized because she 
thought it particularly nerdy, to which 
another guest came to her rescue by 
observing that all super powers are in-
herently geeky.

This was an important observation. 
While a few superheroes have envi-
able super powers – like flying, leap-
ing from building to building in a single 
bound, telekinesis – most of the rest 
have super powers that are helpful, if 
somewhat eccentric. My own particu-
lar super power – perhaps the geeki-
est of all — is regulatory compliance. 
It is something I enjoy and, modestly, 
I am pretty adept at it. This did not do 
me much good in high school but it is 

coming in handy nowadays.  
You might consider making regu-

latory compliance your own super 
power – and soon. We have a daunt-
ing task ahead in the next 11 months. 
The August 2015 deadline for RESPA/
TILA changes (Know Before You Owe) 
seemed more theoretical during the 
summer. With fall upon us and winter 
fast approaching, we have to move 
past theory to action before the end of 
September.  

First things first. If you have not done 
so already, get educated. The RESPA/
TILA regulation tops 1,900 pages. 
Reading the entire thing is one way to 
learn all there is to know about the new 
rules. While not exactly a beach read, 
I encouraged lenders to take it to the 
shore this past summer, eschewing 
picks from the best sellers list. Another 
way to get up to speed is to take ad-
vantage of the many online webinars 

being held this fall. For example, we are 
kicking off a 13-month webinar series, 
one each month, starting September 
18. Education is the first order of busi-
ness, and we’ll spend this fall helping 
lenders gain a full understanding of 
Know Before You Owe. 

RESPA/TILA is also on every confer-
ence agenda this fall. Industry experts 
are out in force between now and the 

end of the year, with the stated ob-
jective of educating our industry. This 
is not a simple “rip and replace” of a 
few documents. The formerly required 
disclosures – known to everyone who 
works in the industry – will be gone as 
of August 1, 2015, replaced with two 
new documents. Every lender, borrow-
er and investor should learn as much 
as possible about these new docu-

ments between now and then.   
The next step in developing com-

pliance super power is understand-
ing, designing and implementing the 
process changes required by the new 
Loan Estimate Document and Closing 
Disclosure. The Closing Disclosure, in 
particular, upends traditional lending 
practices as it must be in the borrow-
er’s hands days before closing rather 
than minutes before signing.

Some superheroes come ready-
made with their super powers. The rest 
of us have to work at developing our 
powers. We should all work together 
on developing regulatory super pow-
ers together over the next 11 months. 
In the new environment, they will be 
most useful –even better than leaping 
tall buildings at a single bound. 

Lending Solutions from

Manage every interaction in the loan life cycle and 
gain unprecedented transparency across systems, 

departments, customers and requirements. 
The result: greater efficiency, responsiveness  

and insight – keeping your business 
prepared for what lies ahead.

fiserv.com/betterway

Meet 
tomorrow’s 
challenges 

today.

© 2014 Fiserv, Inc. or its affiliates.
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An underrated area of technology 
that I believe deserves more consid-
eration is proprietary appraisal man-
agement company (AMC) technol-
ogy. The LOS has gained so many 
technological advancements over 
the years due to allowing third-party 
vendors, such as AMCs, to provide 
added value through a direct inte-
gration, increasing overall usability 
and productivity for lenders. AMC 
technology is the quiet force behind 
the LOS, providing a full range of 

appraisal order fulfillment transac-
tions, specifically order placement, 
status updates and delivery of the 
completed appraisal report along 
with the raw valuation data behind 
it. By combining AMC technology 
with the LOS, lenders can accel-
erate and optimize appraisal order 
processing through seamless con-
nectivity, ease of use and built-in 
compliance processes. 

Through a direct connection with 
the lender’s preferred LOS, AMC 

technology can augment the loan 
origination collateral valuation work-
flow through increased manage-
ment of business process auto-
mation. The seamless connectivity 
creates an automated interaction 
in a solicited or unsolicited way, de-
pending upon the platform. In a so-
licited transaction between the LOS 
and AMC, a human being (lender) is 
interacting with the integrated AMC 
solution through the LOS – an ac-
tual person is triggering the request 
for the order and statuses on an or-
der. An example of a common solic-
ited transaction is the initial apprais-
al request. In an unsolicited trans-
action, the two systems talk to one 
another without human intervention 
as the order goes through its valua-
tion lifecycle – all statuses and data 
are automatically updated along the 
way within the LOS.

Another primary benefit of AMC 
technology is its ease of use. By 
marrying AMC technology with the 

LOS, lenders no longer have to 
use multiple systems to get the job 
done. They are now only expect-
ed to know how to use one and 
only one system to conduct regu-
lar tasks within their preferred LOS 
while providing end-to-end valua-
tion services. This significantly re-
duces the extensive learning curve 
involved with understanding the in-
tricacies of an AMC’s client portal 
and how to place a valuation order, 
how to receive updates on order 
milestones, how to get a completed 
report back, etc. It is all internally 
managed within the LOS system for 
the lender.

Also, the built-in processes within 
an AMC order management plat-
form help manage the cumbersome 
regulatory requirements that lend-
ers must comply with. For example, 
AMC technology’s compliance so-
lution meets updated standards as-
sociated with Regulation B, which 
requires creditors to provide appli-
cants with free copies of appraisals, 
AVM reports and all other written 
property valuations developed in 
connection with a credit application. 
In addition, some AMC technology 
is based on MISMO data standards 
so that the data can be more eas-
ily shared across all systems, which 
speeds the valuation process and 
ensures full compliance. This is par-
ticularly beneficial to lenders in the 
event of an audit when the lender 
quickly needs loan level data sent 
back in a readily standardized for-
mat. Today’s audits are getting 
deeper. Auditors are no longer just 
auditing summary-level data; they 
are auditing loan-level data and they 
want to review the valuation itself. 
AMC technology houses that data 
and automatically directs it back to 
the LOS. 

AMC technology profession-
als must always anticipate future 
changes to the industry – both op-
erational and regulatory – to adopt 
systems and capabilities within their 
integrated order management plat-
forms to continue effectively man-
aging the lender’s business pro-
cesses while also maintaining com-
pliance. As an engine designed to 
offer seamless connectivity, ease of 
use for the user and maintain reg-
ulatory compliance, I think lenders 
should be more impelled to consid-
er AMC technology as an extension 
of the lending process. 

Contact Mortgage Builder today and learn more about 
our next generation LOS.  800.460.5040 • www.mortgagebuilder.com

Architect, Mortgage Builder’s 

next generation LOS, is an  

all-inclusive residential lend-

ing solution that manages 

your loans from prequalifica-

tion through interim servicing 

and delivery.  Built with the  

latest technology, Architect  

offers browser based access in 

the cloud and expanded applica-

tion enhancement capabilities.  

See how Architect is helping move 

our clients and the industry forward.  

   Next 
Generation 
     LOS
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If there is one thing that can give 
you the competitive edge over oth-
er leaders in the mortgage indus-
try, it is the way you educate your 
employees. If you only provide the 
minimum education to clear your or-
ganization with regulators, you are 
missing out on a golden opportunity 
to set yourself apart. The best em-
ployees want to work for an orga-
nization that enables them to reach 
their greatest professional potential. 

Additionally, customers want to do 
business with professionals who 
know what they’re doing and have 
the credentials to prove it. Given 
your current educational offerings, 
is your company a place that peo-
ple want to work? Is it a place that 
buyers feel comfortable doing busi-
ness? Education can make all the 
difference.

But, in today’s day and age, we 
face an interesting question. How do 

we educate employees to help them 
reach their best potential? With the 
growth of the Internet and other dig-
ital technologies, virtual education is 
becoming more and more popular 
and less and less costly. So, should 
we educate our employees elec-
tronically instead of sending them 
to conventions, courses, seminars, 
and workshops? Can they still re-
ceive the same quality of education 
if they aren’t sitting in a classroom? 
Let’s explore the pros and cons of 
digital learning...

First, the obvious benefit in provid-
ing education experiences electroni-
cally is the cost savings to the or-
ganization. If employees don’t have 
to travel, there are less expenses 
incurred. Of course, you don’t have 
to pay for the actual travel expenses 
such as food, lodging, and trans-
portation. But, more importantly you 
are saving the lost productivity from 

having your employees out of the 
office for however long the work-
shop seminar, or class takes. Lost 
time in our industry is as damag-
ing, if not more damaging, than lost 
cash. Finding a solid virtual training 
program can allow your employees 
to get the education they need with-
out leaving the office. Not only will 
providing electronic education save 
you time and money, but it may also 
make your employees happier. With 
virtual training, they won’t have to 
deal with the hustle and bustle of 
traveling, and there will be less dis-
tractions that keep them from focus-
ing on the content. Online education 
certainly has its benefits.

On the other hand, there is a quite 
a bit you miss out on when not sit-
ting in a classroom. You can’t ask 
questions of the instructor, and 
you can’t discuss the topics with 
other students in the classroom. 
Sometimes people learn best when 
they are surrounded by other peo-
ple. Give it a try, and you’ll probably 
find it’s true. You are more likely to 
remember things when you discuss 

them with other people than you 
when you simply think about them 
to yourself. Providing in-person ed-
ucation for your employees gives 
them the advantage of having a po-
tentially more powerful educational 
experience. While online education 
is certainly more efficient, in-person 
education may end up being more 
effective.

Of course, you don’t have to 
choose one or the other. You can 
provide both electronic and in-per-
son education for your employees. 
My suggestion is that you try a mix 
of both and find the right balance 
that works for you. Education is the 
driving force of your organization. 
But it’s not just the material from the 
education that matters, it’s how it’s 
presented. Find the best formats 
that work for your organization, and 
success will come knocking at your 
door. 

Flexibility That Drives Lending

Envision a technology partner that can deliver an advanced platform for all your unique lending 
needs.  A solution that is so flexible it drives consumer and mortgage lending that goes beyond 
traditional LOS technology by enabling growth while dramatically lowering your costs.  Envision 
training your staff on a single lending platform so that your team can focus on closing more loans.  
Envision a solution that is so flexible that it can conform to your precise lending processes today 
and well into the future.

The PowerLender platform delivers you with a single customer vantage point across consumer 
and mortgage lending channels which improves customer engagement, opens up cross-selling 
opportunities and streamlines your lending processes while mitigating risk enterprise wide.  

For more than 35 years, we have been providing exceptional solutions and outstanding service to 
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Since the OCC, CFPB, and Fannie 
Mae have all recently issued bulle-
tins regarding their requirements for 
appraisal quality assurance strate-
gies, many lenders and AMCs have 
been lamenting yet another regula-
tory burden piled on their already 
overtaxed operations.  

But recently, several news stories 
(links below) have highlighted the di-
rect benefits to lenders as a result of 
these heightened QC requirements. 
Many have already avoided fines for 
selling mortgages with defects.  

Another consideration is in your 
offerings to the non-QM channel. 
When lending to lower FICO-rated 
borrowers, the increase in risk may 
be mitigated when less risk is as-
sociated with the collateral. With an 
effective collateral quality assurance 

strategy, you may be able to lend to 
lower FICO-rated borrowers and still 
maintain the same relative risk pro-
file for your portfolio. 

At least two articles were pub-
lished in September that outline 
specific benefits to the bottom line 
that have resulted from lenders’ 

stringent new quality control opera-
tions. National Mortgage News pub-
lished a story on September 16th, 
quoting Kevin Marconi, the chief 

investment officer at United Fidelity 
Funding. As quoted in the article, “At 
first glance, we thought this was just 
another expense, but Fannie had 

it right. By achieving a zero defect 
loan, you’re actually saving money 
and in some cases making money. I 
believe this does pay for itself.”  

The article also quotes Craig 
Wells, the residential underwriter in 
charge of pre-funding quality control 
at United Fidelity Funding. Mr. Wells 
concludes, “Everybody felt that this 
was a hassle, an extra layer and ad-
ditional cost that we had to spend 
just to make Fannie happy. But we 
found our defect rate has plummet-
ed. We are getting loans off our line 
quicker and turning money faster. 
We’ve essentially taken sour grapes 
and turned it into sweet candy.”

A separate article, also published 
by National Mortgage News, quotes 
Rosemarie Wolfe, a vice president 
of quality assurance and inves-
tor repurchase at Bayview Loan 
Servicing. In the article, she provides 
multiple examples of how higher risk 
loans can eat into revenue.  Read 
the entire article for two scenarios in 
which even the smallest percentage 
of high-risk loans can put millions in 
funding at risk every month. 

We arranged for distribution per-
mission on both articles, so if you 
don’t have a subscription to National 
Mortgage News, you can read both 
articles in their entirety at the links 
below. 

• “Vendor Oversight Helps 
Boost Lenders’ Bottom 
Lines” by Kate Berry pub-
lished in National Mortgage 
News, September 16th

• “Quality Control, Once Seen 
As Costly, Now Saves Lenders 
Money” by Kate Berry pub-
lished in National Mortgage 
News, September 10th 

How are you responding to the 
new quality control requirements? In 
addition to your compliance status, 
have you seen any extra benefits to 
your bottom line? If so, I’d love to 
hear about them so please contact 
me at Jennifer.Miller@alamode.com
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Since the forming of the Consumer 
Finance Protection Bureau, many 
have been complaining. But the 
truth is, those lenders that can ef-
fectively reach and service the con-
sumer are the ones that will be to-
morrow’s leaders. Quicken Loans 
is a good example. Their tagline, 
“Engineered to Amaze,” says it all.

And their efforts are being reward-
ed. For example, Quicken Loans 
was ranked highest in customer 
satisfaction among home loan ser-
vicers included in a study by J.D. 
Power, a global marketing informa-
tion services company.

The award is Quicken Loans’ first 
for mortgage servicing – the col-
lection and processing of monthly 
mortgage payments, management 
of property tax and insurance es-
crow accounts, as well as other 
functions related to a client’s mort-
gage after closing until it is paid off. 
This recognition comes in the com-
pany’s first year of being eligible for 
the honor.

The top servicing ranking makes 
Quicken Loans the highest-ranked 
lender in both major J.D. Power 
customer satisfaction studies in the 
mortgage business as the com-
pany has been ranked highest the 
past four consecutive years (2010 
through 2013) in J.D. Powers’ an-
nual primary mortgage origination 
study.

“Our special and unique culture 
allows our 10,000+ team members 
to participate in the process of de-
livering an outstanding experience 
for all of our clients, every time, 

without exception,” said Dan Gilbert, 
Founder and Chairman of Quicken 
Loans. “Our people are passionate 
about everything that is related to 
‘wowing’ each one of our clients. 
They look for the inches as well as 
the ‘big ideas’ that keep us ahead of 
our competitors. Most importantly, 
we empower our brainforce to make 
decisions without the typical stifling 
and poisonous bureaucracy that is 
unfortunately found in most large fi-
nancial institutions in today’s world.”

Quicken Loans began servicing 
the loans it originates in 2010 and 
has rapidly increased its servicing to 
today’s nearly $150 billion portfolio.

The company focuses heavily on 
technological solutions to create 
and enhance a client-friendly expe-
rience on both desktop and mobile 
applications and devices.

According to the J.D. Power 
study, Quicken Loans earned the 
highest score in three key factors of 

the study:
>> Billing and payment process
>> Website
>> Escrow account administration
“We are obsessed with creat-

ing an environment that leverages 
our team members’ customer ex-
perience, their observations and 
their ability to take their knowledge 
and turn it into real process im-
provements for every client that we 
touch,” said Quicken Loans CEO Bill 
Emerson. “In addition, we are driv-
en to communicate with our clients 
in a manner that brings clarity and 
simplicity to a very complex, impor-
tant and otherwise stressful finan-
cial transaction. I am proud that we 
have completed the circle and now 
are the highest ranked lender in cli-
ent satisfaction in both mortgage 
origination and servicing.”

I know you’re thinking that it will 
take a lot to replicate what Quicken 
is doing. I think you’re right, but you 
can start small and work out from 
there. For example, TeleVoice, a 
provider of customized call cen-
ter solutions, announced that Fay 
Servicing, a special servicer and 
mortgage originator, will leverage its 
Interactive Voice Response (IVR) so-
lutions to provide pay-by-phone ca-
pabilities to its borrower customers.

Through TeleVoice, borrowers 
have the ability to quickly access 
their loan information via phone (in-
cluding the ability to easily make 
payments via one-time drafts) while 
also ensuring that any calls that 
might require agent assistance are 
transferred to the correct group 
based upon loan-level criteria. This 
drives higher levels of customer ser-
vice and satisfaction among bor-
rowers while simultaneously gener-
ating greater operational efficiencies 
for Fay Servicing’s team of account 
managers.

“Our mission has always been to 
operate as a special servicer and 
mortgage originator who puts re-
lationships with borrowers first,” 
said Ed Fay, CEO of Fay Servicing. 
“TeleVoice’s recently implemented 
IVR solutions have exceeded our 
early expectations and help us pro-
vide an enhanced borrower experi-
ence and further strengthen those 
relationships.”

“Often, the difference between a 
borrower remaining current (or re-
turning to current status) and slip-
ping into default lies in a servicer’s 
ability to easily facilitate a payment 
request, regardless of channel,” said 
Barry Hays, co-founder and senior 
vice president of TeleVoice. 

The key to much of being suc-
cessful these days relies more and 
more on how you reach out and en-
gage the borrower. So, get to work. 
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The Power Of Video in Mortgage
Many people in the mortgage industry don’t use enough video content to 

reinforce their brand. A lot of articles discuss how video has become impor-
tant in content marketing. And it has. But those articles usually don’t discuss 
how to create dynamic content and properly translate that content to video.

So, here are some tips for doing exactly that. Together, these tips can help 
you make compelling content marketing videos that grab your audience’s 
attention and keep bringing them back for more.
KNOW YOUR AUDIENCE

The content you create depends on who you want to view it. For example, 
some audiences prefer humor, others prefer statistics and numbers.

Unearthing what your audience wants can be an intensive process at 
times, but knowing what your audience wants greatly increases the odds 
that your audience will consume it.
HELP CUSTOMERS SUCCEED

Content marketing is all about helping your customer, so make sure your 
content does just that. Knowing your audience is 90% of the battle, so you’re 
already on your way!

A good practice is to get other people at your company to review your 
content before you produce it. Also, get feedback from people outside your 
immediate team to bring in new perspectives.
PUT THOUGHT INTO YOUR TITLE

The average attention span of an adult is just 2.8 seconds, so a catchy 

title is extremely important. Once again, knowing your audience is crucial. 
Understand when to use humor, when to be elusive, and when to get right 
to the point.
TURN CONTENT INTO VIDEO

Now, it’s time to translate that content into video. Here are three tips for 
doing that.
1. WRITE A SCRIPT

Once you have decided on the content you want to cover, write a script. 
Having a script in place will help you focus on the key points you want to 
cover while you record. A script will also help to ensure that you stay on track 
and don’t ramble.
2. CUT OUT UNNECESSARY PARTS

Edit out any parts of your video that aren’t essential to your message. 
Often, the shorter the video, the more effective it is.
3. INCLUDE A CLEAR CALL TO ACTION

Toward the end of your video, you should provide a clear call to action for 
your viewers. You want to make sure they don’t stop with the video but con-
tinue onto your site... and eventually become a customer.

According to the Online Publisher’s Association, 46% of users that recall 
watching a video ad on a website took action after viewing it, so make sure 
viewers are taking the action that you want them to take.

Want more tips? Check out the infographic:
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Last month I started talking about 
success. We all desire to be suc-
cessful, but we don’t always know 
how to get there. In an article en-
titled “Keys To Successful People in 
Life and Business,” some great tips 
are shared that I think are worth dis-
cussing further. Here’s how you can 
become successful:

See the Possible – Nothing is 
impossible. Miracles happen every 
day – Work smart and stay focused 
on achieving your end goal. Don’t 
take “no” for an answer. At the end 
of the day, it’s about being passion-
ate for achieving your goals. Your 
determination and perseverance 
pays off. Lenders may not jump all 
over your technology right away, but 
that doesn’t mean that they won’t 
ever.

Take Risks – Sitting still today 
won’t make tomorrow successful. 
The really big rewards come from 

taking risks, not from playing it safe. 
Expand your horizons. (Milestone’s 
success has come from the willing-
ness of our team to try new things 
every day and having a “yes” atti-
tude.) Don’t just put this feature or 
that feature into your solution be-
cause that’s what the other guy of-
fers. You have to dare to be different.

Seek Excellence and Embrace 
Change – Strive for excellence. You 

can achieve your own excellent per-
formance, but doing something well 
once only gets you so far. Figure out 
how to replicate your achievement 
effectively across your organization 
to really make the difference. Always 
be on the lookout for what is need-
ed today and tomorrow. Be open 
to new ideas. Think about ways to 
improve your own performance, ef-
ficiency, and productivity.

Smell the Roses – Stop and 
smell flowers and sing in the shower. 
Make time to enjoy life and do what 
you like most. I know there’s nothing 
as good as getting more lender mar-
ket share and closing more deals, 
but don’t do that at the expense of 
your health and well being.

Balance – Healthy Mind & Body 
– Maintain a balanced routine for 
staying healthy with workouts or 
meditation. It is easy to get ab-
sorbed in the day-to-day grind, so 
carve out time to stay active. Your 
mortgage technology company will 
never go mainstream if you’re not 
around.

Make it a Good Time-You can’t 
keep time in your hand. Do not post-
pone important decisions, activities, 
and constant learning for tomorrow. 
Do not waste time in useless activi-
ties that don’t help you grow.

Surround yourself with highly suc-
cessful people-You become who 
you engage yourself with. Look out-
side of your circle of friends. Talk to 
new lenders and vendors to get new 
ideas.

Set Up Your Goals – Personal & 
Professional-Establish daily, weekly 
and monthly goals. Measure your 
performance towards these goals. 
Identify what you need to change or 
do differently to achieve your goals.

Listen – Listen to feedback and 
be flexible in changing your policies 
and procedures. Successful com-
panies translate their customer’s/
employee’s feedback into mean-
ingful action. Genuinely care about 
your customers/clients. The best 
relationship you can have with your 
customers is when they complete-
ly trust your opinions and actions 
and know that you truly care about 
them. Focus on serving the custom-
er well and your company will be 
successful.

Learn – Education is a life-long 
voyage and your quest for greater 
learning should never stop. Keep 
educating, keep learning, be an ex-
pert, stay connected, and surround 
yourself with intelligent people. 
Challenge and push yourself to think 
differently, and be innovative to ex-
ceed the needs of your customers. 
Set up educational goals – teach 
something new every day and learn 
something new every day. Look for 
new ways to achieve these goals.

Trust Your Self – Believe in your 
own capability and potential. Keep a 
positive attitude, determination, and 
stamina. Believe in giving more than 
is expected.

Be Accountable – Take account-
ability for your actions. Take your job 
seriously. Worry about your reputa-
tion. Don’t burn bridges. Your pres-
ence should make a difference.

Now take this advice and become 
the next mortgage technology suc-
cess story. 
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(continued from P1)
As the recent Bank of America 

settlement stated in no uncertain 
terms, the quality of the loan files 
that were at the heart of the crash 

was horrendous. But, we say, it 
wasn’t that QC didn’t work or the 
job wasn’t done, it was that the QC 
reports had no value. Their findings 
and warnings were minimized and 
ignored. And still there is nothing 
happening to change that; to give 
management the results they need 

on a timely manner and in a for-
mat that blatantly states in reliable 
terms “Hey you, here is a big prob-
lem that you better fix or you’re in 
for all kinds of trouble!” 

Oh sure, Fannie Mae, Freddie 
Mac and HUD have now discov-
ered “manufacturing quality” and 
are eager to use words like  “pro-
cess” and “improvement,” but at 
the end of the day, nothing has re-
ally changed. The term “material vi-
olation” is now being replaced with 

“defect” and a taxonomy of defects 
is being developed so QC personnel 
can point to something that shows 
that a mistake has been labeled a 
serious problem, or at least is one 
according to the chart. However, it 
still takes 90 days to get the infor-
mation out, it is still only a sample 
and a biased one at that and it still 
doesn’t tell us if the “defects” were 
the result of an operational failure 
or if they have any impact on the 
overall quality of the loan. So once 
again, management, attempting to 
take the results seriously, spends 
a lot of time and money trying to 
fix random mistakes and ends up 
with nothing. So what can they do 
but minimize the results and/or say 
the problem was fixed even if they 
don’t know.  

Technology companies, you have 
let us down. The issues here are 
complicated and complex, just the 
right stuff for a great technology 
program. We need to address the 

fact that, one, we don’t know this 
risk, and two, we don’t know how 
to measure processes to allow us 
to mitigate the risk! Somehow we 
need a real-time analysis of each 
process and identification of the 
variations as well as the ability to 
understand on a statistically valid 
basis, whether the variations will 
have an impact on the riskiness of 
the loan. 

So, here is my challenge to all 
technology companies! Design 
and develop a QC program that 
is imbedded in the LOS and/or 
Servicing systems to automatically 
conduct QC on EVERY loan dur-
ing EVERY part of the process! We 
need a scoring model to evaluate 
whether a variance has the poten-
tial to increase risk. And we need 
a reporting approach that is timely 

and focuses on the risk that com-
pany processes are failing on a 
systemic basis. I know it won’t be 
easy, nothing worthwhile ever is. 
But once accomplished, it will have 
the greatest impact on the indus-
try because then we will be able 
to measure every risk and give the 
secondary market valid risk-based 
information. If anyone is interested 
in taking on this challenge, I will be 
glad to help. Just give me a call. 
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(continued from P1) 
Today, mortgage compliance offi-

cers are carefully reviewing and re-
vising processes that have been in 
place for years in anticipation of a 
CFPB audit. As cumbersome as the 
new regulatory requirements may 
seem, one central theme appears to 
permeate throughout the examina-
tion manual: Know Thyself.

This article will address areas that 
you will not find in an examination 
manual, provide helpful hints on 
ways to uncover hidden issues and, 
if necessary, incorporate them in 
your company’s operations manual.

Choose Experienced Managers. 
By experienced, I mean choose 
a manager that is familiar with the 
operation they are managing. As 
simple as the principle may seem, 
at times it is missed. An operations 
manager that has closed loans, pro-
cessed payments, or spoken to a 
borrower in foreclosure is uniquely 
positioned to identify workflow is-
sues and trends. Regardless of your 
professional background, before 
making any high level decision on 
process or procedure, consult your 
process manager with: “this is how 
it appears to be done, but is this the 
way you’re actually doing it?” Trust 
that you may learn something new, 
and probably along the lines of, 
“that was how we used to do it, but 
since the last system change, we’ve 
been doing it another way because 

it’s more efficient. By the way, Suzy 
is still doing it the old way so….
we may need training on the ‘cor-
rect’ way to get it done.” Managers 
should have an ear to the ground 
and know where to look to uncov-
er these issues be it from produc-
tion employees, observing workflow 
changes, or recognizing trends in 
questions asked/client issues.

Location, Location, Location. 
Each employee should know de-
partment policies and procedures, 
where to find them, and when to 
consult them. Electronic accessi-
bility via a centralized management 
system or company Intranet is opti-
mal but not required. Company pol-
icy and procedure should be regu-
larly reviewed and updated based 
upon changes in legislation, regula-
tions, the industry, and operations 
(Hint: your investor/regulator will no-
tice a last revision date of 1985! Or 
even pre-Dodd Frank. They will ask 
if you have made any changes in re-
sponse to the implementation of im-
portant regulations). Make sure your 
employees know the answer.

Discover and Correct. Unless 
you’re really good (or you’ve missed 
it altogether), there will be gaps be-
tween procedural expectations and 
actuality. As you learn of differences, 
make the following analysis: i) deter-
mine whether written is procedure 
based upon a critical risk to your or-
ganization; ii) determine if the actual 

procedure addresses the risk, can 
be tweaked to address it, or would 
result in more risk exposure; and iii) 
consider the pros and cons of what 
is most important (ultimately, suc-
cess of the company) against what 
is least disruptive to operational 

flow (keeping the actual process in 
place). Then, make the necessary 
adjustments. Whether or not you 
have detected and corrected issues 
will be reviewed by a regulator.

Train and Assess. Third party 

audit companies can be great ac-
countability partners, but are no 
substitute for the ability to recog-
nize your own institutional strengths 
and weaknesses. Through training 
and assessment, reaffirm what you 
are doing well and address areas of 

improvement. Keep in mind that: i) 
there is a difference between train-
ing and learning in an operations en-
vironment. Say it and then show it 
with a practical application of when 
to apply the knowledge given; and 
ii) an employee/trainee may not al-
ways know what they don’t know 
(or want to divulge that they didn’t 
understand a concept). Instead of 
asking the trainee whether they un-
derstand, show them that they un-
derstand the concept by proper 
assessment. For task driven train-
ing, the assessment should involve 
performing that task, (e.g., to as-
sess whether the trainee can send 
an email, ask them to send you an 
email). For skills training, a situation-
al assessment or on the job train-
ing can properly assess whether 
the employee actually learned the 
skill. If you decide to incorporate a 
training schedule in your policy and 
procedures, use caution so as to 
not over commit yourself or the or-
ganization. While regulators such as 
the CFPB have mentioned the areas 
they would like to see addressed in 
your policies and procedures, they 
certainly wouldn’t expect you to set 
unmanageable expectations.

Information gathering and shar-
ing is a simple concept to under-
stand but can be challenging to 
implement. I’ve come to learn that 
to achieve operational compliance 
and consistency, one must give an 
appropriate level of attention to the 
trees for the good of the forest. 
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(continued from P1)
As a nine-year-old sitting in the dark-

ness of the Dale Theatre, the theories 
put forth by “Chariots of the Gods” 
were astonishing – and I wondered 
why no one previously advocated 
these ideas. But the profound impact 
that “Chariots of the Gods” had on 
my life did not occur until many years, 
when I revisited the film as an adult. 
The wonder and mystery that I experi-
enced as a child were gone. Instead, I 
looked at this weird film through adult 
eyes with horror and anguish. My 
thoughts were rooted in shame – how 
could a smart little boy like me fall for 
such ridiculous ideas that extraterres-
trials played a role in building the won-
ders of the ancient world?

Actually, I didn’t need to feel 
ashamed because a lot of adults fell 
for this nonsense – the film was a ma-
jor box office hit, and even the sup-
posedly savvy folks at the Academy 
of Motion Picture Arts and Sciences, 
who nominated “Chariots of the 
Gods” for the Best Documentary 
Oscar. Today, a new generation of 
UFO-seeking souls continues to em-
brace the idea that E.T.’s uncle helped 

the pharaohs with their urban devel-
opment planning.

The important thing I learned from 
“Chariots of the Gods” is actually a 
life lesson as old as the pyramids and 
the Easter Island statues: you can 
say the most inane things imagin-
able, but gullible people will embrace 
your message if you package it with a 
degree of style and seriousness. The 
brilliance of “Chariots of the Gods” 
was that it took a purely nonsensical 
theory – one that could not be backed 
with any trace of irrefutable evidence – 
and presented it in a flashy production 
that casually planted seeds of doubt 
with its audience. After all, how could 
the supposedly primitive people living 
thousands of years ago create soar-
ing works of engineering genius with-
out the use of modern machinery? 
The answer, according to the film, 
was a higher intelligence came in as 
a silent partner – but since no higher 
intelligence seemed to be available on 
the planet at the time, the brain pow-
er must have come from beyond the 
planet. Yes, this is a case of adding 
two and two and winding up with zero 
– but too many people didn’t seem to 

care if nothing added up, because it 
sounded funky enough to be real.

Since the 2008 crash, we’ve seen 
variations of “Chariots of the God”-
style tomfoolery play out in relation 
to the real estate finance world, as 

certain characters peddle a series 
of bizarre statements and ideas that 
should never be taken seriously. For 
example, in 2009 we had Elizabeth 
Warren claim with a straight face that 
the “financial crisis started one mort-
gage at a time, one household at a 
time, and it destabilized the world 
economy” – obviously, the global 
economy fell apart solely because 
of the machinations of home loan 
originators. 

In 2012, Fed Chairman Ben 
Bernanke arrogantly brushed aside 
requests to conduct an audit of the 
central bank by stating, “The public 
thinks auditing means checking the 
books [and] making sure you’re not 
doing special deals.” Which is ex-
actly what Bernanke did not want: 
thanks to Freedom of Information Act 
requests and litigation pursued by 
Bloomberg News, the Fed was forced 
to admit that it had secretly loaned 
trillions of dollars to banks headquar-

tered in prosperous countries includ-
ing Switzerland, Taiwan and Bahrain.

Last year, Attorney General Eric 
Holder defended his refusal to bring 
criminal charges against the Wall 
Street chieftains at the core of the 
2008 crash by claiming, “If you do 
prosecute, if you do bring a criminal 
charge, it will have a negative impact 
on the national economy, perhaps 
even the world economy.” To date, 
Holder never explained how indict-
ing Angelo Mozilo on criminal charges 
would plunge the planet into ruin.

This year, CFPB second banana 
Steve Antonakes berated the au-
dience at the Mortgage Bankers 
Association’s servicing conference by 
claiming that servicers were still do-
ing a shoddy job – a claim that was 
refuted two months later when the 
CFPB released data that showed the 
overwhelming majority of consumer 
complaints against mortgage ser-
vicers were dismissed as being with-
out merit. And Scott Pluta, a CFPB 
third banana, brusquely dismissed a 
Congressional investigation into mul-
tiple charges of racial and gender dis-
crimination in CFPB personnel prac-
tices as “political theater” – a crass 
suggestion that this miserable case of 
discrimination is merely a figment of 
Darrell Issa’s imagination.

Sadly, there are too many people 
that eagerly accept such stupid state-
ments as the truth. But claims of gov-
ernment agencies that can do no 
wrong and mortgage professionals 
that can do no right are just as ludi-
crous as the ancient astronaut ideas 
that floated on the movie screens of 
my childhood some forty years ago. 
The only difference is that the aliens 
that allegedly visited the Earth were 
able to board their spaceships and go 
off into stars – here on Earth, we’re 
still stuck with Elizabeth Warren, Eric 
Holder and that crowd.  
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(continued from P1) 
A bank's core competence, in 

most cases, is its ability to mea-
sure risk and make intelligent loans 
to its customer base. However, to-
day, an effectively run default ser-
vicing operation can draw exces-
sive amounts of precious time, tal-
ent and capital away from a bank's 
key lending efforts. Most banks’ 
troubled loan portfolios are shrink-
ing yet cost structures are moving 
in the opposite direction. It can be 
a multi-million dollar undertaking to 
manage even small portfolios when 
you look at both the operational and 
compliance components necessary 
to establish the appropriate compli-
ance regime and then to be able to 
stay current with ever-changing reg-
ulatory standards and government 
borrower relief programs. Policies 
and procedures must change, tech-
nology needs upgrades, more staff 

is needed to execute the new pro-
cedures and more managers are 
needed to monitor and administer 
the operation. At the same time, the 
penalties for missteps can be large 
and the mortgage industry is still 
struggling to truly understand what 

they will actually be.
It is also important to consider 

negative exposure for the brand. 

When the hard cases arise and fore-
closure is a likely outcome, many 
banks are choosing not to fight 
those battles and face the potential 
negative headlines, and are placing 
that responsibility with another in-
stitution with a strong track record 

and deep experience handling the 
toughest cases. Many banks are 
saying they have enough headline 

risk and the reward of holding on to 
the servicing simply is not justified.

There are other financial reasons 
for banks to lose interest in servic-
ing. It is well understood in the in-
dustry that mortgage servicing 
rights (MSRs) will receive weaker 
capital treatment under BASEL III. 
Specifically MSRs will cap out at 
being 10 percent of a bank’s com-
mon equity Tier 1 capital and any 
MSRs that are not deducted from a 
bank’s common equity Tier 1 ratio 
will move from being a 100 percent 
risk weighting to a much more puni-
tive 250 percent risk weighting. The 
effect of losing this powerful capital 
ratio enhancement is certainly tak-
ing meaningful luster out of the MSR 
value proposition for banks relative 
to other assets.

A second and more immediate 
benefit to exiting servicing is the ac-
tual sale price of the MSRs (received 
at origination or after some degree 
seasoning), which are trading at a 
premium to historical levels given the 
low interest rate environment and 
the market’s rabid search for yield 
right now across the credit spec-
trum. Many bankers are addressing 
origination volume shortfalls by tak-
ing advantage of the strong investor 
demand for MSRs and their intrinsic 
interest rate hedge. MSRs are being 
bought into very leverage-friendly 
structures and investors continue 
to bid up the asset class. Bankers 
are also taking notice that they can 
offload costly servicing obligations 
by selling both performing and non-
performing whole loans, which are 
each trading at high levels (as a per-
centage of UPB and property value), 
as well. For example, a June HUD 
non-performing loan sale resulted 
in most of the pools selling in the 
mid-high 70s as percentage of BPO 
(broker price opinion or essentially a 
quick sale property value). For many 
banks that represents a much more 
attractive resolution than manag-
ing the delinquent loans themselves 
over a long period of time. Instead 
they would much prefer to move on 
and allocate that capital in an asset 
more closely tied to their long-term 
growth plans.

Strategic human resource alloca-
tion, brand protection and maximi-
zation of capital in the midst of a 
hot MSR/whole loan market are all 
themes that are forcing bank execu-
tives to re-assess the optimal strat-
egy for their servicing (particularly 
their default servicing) operations 
and the assets they manage. The 
mortgage sector can move quickly 
and then inch along quite slowly, so 
it is wise to constantly gauge where 
your business is headed relative to 
the market, enabling you to make 
the right decisions for your institu-
tion no matter what environment 
you face. 
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