


One key aspect of your redefined organi-
zation MUST be data quality.

Data Quality is different from accu-
rately filling out forms. You can accu-
rately fill out forms and still not meet the 
goals of data quality as being defined by 
the GSEs and soon the large aggregating 
lenders. If however, you have a data qual-
ity program in place your forms will be 
accurate. What’s more with quality data 
you will be ready to meet your competi-
tion on the new front.

A data quality program deeply imbed-
ded in the culture of your bank can help. 
An organization with high data quality can 
construct efficient processes. Efficient pro-
cesses can be a major distinguishing fea-
ture as you build relationships with poten-
tial borrowers and with sources of capital.

With a foundation of data quality a 
lender can take advantage of new Soft-
ware as a Service offerings that are avail-
able. For example, product eligibility and 
pricing engine like that of Optimal Blue 
or advice on the optimal hedge for you 
current locked pipeline from Second-
ary Interactive both depend upon quality 
data. Other software services that check 
fraud statuses, check license statuses and 
do geo-coding are all readily available to 
a organization with the right systems in 
place. Each of these add to the data qual-
ity of the overall loan data.

Gone are the days when GSEs and ag-
gregating investors will rely solely on the 
“trust” of the representations and warrants 
clauses in a contract. Clearly a data qual-
ity program within each correspondent 
lender will be a survival skill. Poor qual-
ity loan data will result in slowed funding 
and expensive remediation steps. It may 
even result in loss of access to capital.

The buyers of closed loans want more 
than a stack of paper forms or images of 
paper forms. As part of their data quality 

programs they want enough data in a way 
that they can verify eligibility and pric-
ing. They want systems that can review 
borrower asset, employment, and income 
documentation and know if it was verified 
or perhaps re-verify it with new emerging 
Software as a Service offerings. Investors 
want to have the facts that went into the 
opinion of value of the appraisal. They 
want to see the same data that the under-
writer looked at in approving the loan at 
the correspondent.

How does one go about building data 
quality into an organization? Data qual-
ity is based on three parts: data definition 
standards; data storage and manipulation 
systems; and business processes that use 
them both efficiently.

All business transactions are based 
upon some semantics that is accepted by 
both parties in the deal. Standing in an open 
air market in Peru where I regrettably did 
not speak Spanish I was able to negotiate 
the purchase of a wide brimmed hat with 
head nods and a various number of fingers. 
It was commerce at its most basic, yet the 
semantics of finger counts and head nods 
of decline or accept was essential.

There are thousands of facts gathered 
during the origination process. Forms 
were an early attempt to define the se-
mantics of the real estate deal. MISMO 
has helped us to move past the hodge-
podge semantics in collections of forms 
to a single reference model of semanti-
cally precise data points. MISMO version 
3.1 captures into one model all the data 
exchanged on all of the primary origina-
tion services; flood, credit, title, mortgage 
insurance and appraisal. A single message 
can contain all of the data used to under-
write a loan along with the data service 
responses used as primary service sources 
for the underwriting decision.

Forms provide a decent semantic 

framework for people to provide facts and 
for other people to review them. However, 
electronic systems have never been able to 
extract information from piles of printed 
forms with any reliability. The process for 
creating forms from an electronic system 
then inefficiently extracting data from the 
printed forms into another system does 
not lead to data quality.

The MISMO V3.1 reference model 
bridges the form document vs. data di-
vide by providing a way to keep the view-
able form and the data that was used in 
it together. Humans can see and read the 
form view while systems can read and 
process the data. This model can be used 
for scanned images or more intelligent 
documents. One model brings together 
traditional document images of wet ink 
signed documents and newer SMART 
documents with electronic signatures.

The MISMO V3.1 reference model is 
composed of two parts; a logical data dic-
tionary of over two thousand data point 
definitions and a W3C XML Schema that 
semantically organizes those data points. 
All forms used in the mortgage origination 
process including all origination services 
from which data is gathered can be rep-
resented in the model. MISMO provides 
mappings for the disclosure documents 
and the major appraisal forms.

All of the over 40 LOS/POS systems 
on the market today were designed to 
meet the form-based semantics of the past. 
Many did nothing more than pave over 
the cow paths by substituting a keyboard 
for a pen. More advanced first-generation 
LOS systems added workflow to allow 
the design of flow of virtual paper forms 
through the organization. They have the 
concept of a “loan folder” where one can 
see all the virtual forms of a particular 
deal. No matter how flexible the work-
flow definition of the system embedded 
in these first-generation LOS systems is, 
the new workflows implied by the RESPA 
reforms of 2010 have been a stretch.

It should be no surprise that forms-
oriented systems had to go through major 
contortions when the GFE and HUD-1 
forms changed. Hidden behind the forms 
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change however, is an implied process 
change. I do not believe that the LOS 
market has gone far enough to embrace 
this new reality.

Prior to the RESPA reform the LOS 
systems had an orderly flow in which vari-
ous aspects of the loan origination process 
were done. In some systems you could set 
up your own order of events and move the 
virtual loan folder to the desks of various 
workers in different departments. Most 
workflows assumed the involvement of 
staff to order and review and accept re-
ports from service providers.

With the RESPA reform however this 
flow does not work. Facts gathered from 
reports late in the old process are now 
needed at the time of the providing the 
GFE disclosure at the beginning of the 
old process. For example, title insurance 
and mortgage insurance are expenses to 
the borrower that need to be accurately 
represented on the GFE.

Most systems have made the assump-
tion that the price of title, MI and other 
services can be known early and the de-
tails sent to the provider later. In other 
words they assume that the service pro-
viders will not adopt a risk-based pric-
ing. Is that a reasonable assumption about 
insurance against risk? We see risk-based 
pricing being adopted in many parts of 
the mortgage industry. It is coming to the 
MI industry. The assumption that prices 
for services can be predetermined within 
required tolerances is in the absence of 
the information about the deal is not only 
wrong, it adds a new compliance risk to 
the mortgage banker. 

Another flaw in the price early, de-
tails later assumption is there may be 
some hidden fact in the deal that causes 
the early estimated price to be wrong. For 
example, assume that the early price for 
MI is selected from the grid of the of the 
most expensive MI company. Only to find 
out later that both of the MI companies 
the mortgage company does business 
with are over exposed on that street where 
the subject property is. They will not pro-
vide coverage. The lender then has to get 
MI coverage from a third provider that is 

more expensive than either of the first two 
providers. Price now, details later will not 
work sustainable.

Since the data on the GFE that is re-
quired near the first contact with the bor-
rower must match the data provided at the 
closing on the HUD-1 one may look at the 
implied process change as “Do everything 
at once.” There will still be workflow. How-
ever, once the critical facts are gathered 
from the borrower an electronic workflow 
must kick into gear that orders and receives 
all the reports needed for high-quality data 
to be placed on the GFE. A process of 
auto-quoting form the array of available 
loan products is required to establish loan 
product information must be done before 
for example calling an AUS engine. How-
ever, many investors and aggregating lend-
ers require AUS results to meet final loan 
product eligibility requirements.

This cross correlation between outputs 
of one service and inputs to another should 
be organized into an electronic workflow 
that can execute within seconds. The labor-
intensive workflows baked into the first-
generation LOS systems are not adequate 
to the needs of a “Everything at once” 
world required by the RESPA reform.

Many of the traditional service provid-
ers have embraced Web Services and can 
provide their reports within a few seconds. 
A Web Service orientation and electronic 
workflow are key features of the next gen-
eration system for the mortgage banker 
in-house system. A system that incorpo-
rates the MISMO V3.1 reference model 
will be able to efficiently make requests 
and analyze responses to these providers. 
What’s more, there are new efficient ser-
vice providers offering Web Services for 
many new non-traditional services such as 
geo-coding, fraud prevention, and license 

confirmation. All of these add to overall 
data quality.

If the data provided on the GFE 
matches that on the HUD-1 settlement 
statement and most of the services are ob-
tained within minutes before the GFE is 
produced, what remains of the origination 
process? Gathering and verifying docu-
mentation and underwriting remain.

Gathering borrower documentation 
can be automated more with a Web Ser-
vice oriented system. The user takes out 
their camera-enabled cell phone snaps a 
picture of their bank statement, W2 or 
other piece of required documentation 
then send it over a secure communica-
tion to a Web Service using a bank pro-
vided App for that phone. Faxing could 
also be supported. If the lender provides 
a secure e-mail environment for the bor-
rower then that could also be used for 
gathering documentation.  

When all the facts and all the verified 
documentation is in place, then the work-
flow features of the system can aid in the 
execution of the data quality programs 
for the underwriters. The important part 
is to use the rules defined by the investor 
to document the opinion of risk made by 
the underwriter.

These are challenging times. The 
business models of mortgage bankers are 
being redesigned. This is the consequence 
of changes in everything from loan 
officer compensation to form changes. 
A strong data quality program should 
be a fundamental part of that redesign. 
Employing a strong data quality program 
at the mortgage banker level is the only 
thing that will ensure the organization’s 
survival. Taking this step will also be 
a must do in order for our industry to 
become strong again. ❖
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