
Are You Cutting Corners?
While short cuts may save you lots of money upfront, in the end that approach 
often just leads to some lost opportunities.

As with any business strategy, there 
is not a “one size fits all” solution. A lender 
must do the required analysis.

RecoveRy Tips - By GReG ellis

Analyzing SaaS

Over the last few years Software as a Service, or SaaS, offerings have gained a lot of momentum. 
SaaS is not a new concept by any means. Companies such as Salesforce.com and ADP have 
operated in this mode for years. However, only in recent years has the concept gained a foothold 

in the mortgage origination market. Lenders now have a choice of utilizing origination technology in 
a classic license/on premise model or a hosted service model, and, as with any business strategy, there 
is not a “one size fits all” solution. A lender must do the required analysis to determine which model is 
best suited for its operations.

This analysis needs to be thorough and must consider several critical points. Different SaaS providers 
offer varying levels of functionality, support and cost. Comparing various SaaS options can be difficult 
but some of the questions that should be addressed are discussed below.

>> Are there functional trade-offs between an in-house solution and a hosted solution?
Do users require the distributed capabilities typically available in a SaaS solution? If so, does the 

hosted solution provide adequate functionality versus an in-house solution? A lender must develop a 
list of “required” functionality and “nice to have” 
functionality. It is imperative that the selected 
solution provide all required functionality, but the 
distributed availability of the system might out-
weigh some “nice to have” features.

>> Will the hosted solution provide accept-
able performance with regard to system avail-

ability and response time versus an in-house solution?
Regardless of whether the selected solution is accessed via a web browser over the internet or via 

Citrix connection on a VPN, the solution must perform in a manner that allows the end-user to perform 
his or her job efficiently. User acceptance of a system can be largely determined by system performance 
regardless of functionality.

>> How responsive is the SaaS provider in resolving problems?
With the complexity of origination systems today, it is inevitable that a critical issue will happen at 

any point in time. This could be issues related to network connectivity, server certificates or hardware 
failures. A lender must assess its internal ability to resolve these issues and its internal systems versus 
a SaaS provider’s ability to address these issues in the hosted environment. Additionally, lenders 
should review the up-time records of the provider to determine how responsive the provider actually 
is. When reviewing these records it is important to understand both the cause and corrective action 
taken for outages.

>> How secure is private loan data within the hosted system?
Data security is paramount in today’s lending environment. Numerous examples have been 

documented that show how devastating a data breech can be both from a monetary and public relations 
perspective. Many times the hosting provider’s data security processes and policies are better than that 
of the typical lender; however, it is important that the lender make certain that the provider has adequate 
controls in place to protect data. Additionally, lenders should go beyond just asking if the provider has 
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a SAS 70 audit report. A copy of the report should be requested 
and reviewed thoroughly.

>> Does the SaaS provider offer sufficient back-up and 
recovery options, and at what additional costs?

Data backup and recovery is a crucial and largely overlooked 
issue. If there is a catastrophic event due to hardware failure or 
natural disaster, how long will it take to recover the system? 
How much data is at risk of being lost, 
an hour, a day, more? Does the provider 
have a hot backup site that can come 
online quickly to enable the lender to 
resume normal business in a short time?

>> How easily can other systems 
be integrated with a SaaS solution 
versus an in-house solution?

If integration of other systems such 
as accounting or loan servicing systems 
is required, how easily can the interfaces 
be built? Also, lenders should consider 
the issue of building service related 
interfaces to third-party providers such 
as credit, flood, fraud, AUS, etc. One 
issue of particular interest should be 
whether the hosted solution provides a web service API that 
allows interaction with the system from external systems.

>> Can the hosted solution be modified and customized 
to meet client specific requirements, and are there additional 
costs involved for doing so?

Most in-house solutions today allow users to customize the 
system to some degree. This customization may be as simple as 
adding a user defined field to the system to creating elaborate 
custom screens and business rules to manage the system. The 
lender should consider its current need for customization as well 
as anticipate any future needs. Changes in business strategy such 
as opening a wholesale production channel may require a great 
deal of customization. Typically, SaaS solutions are offered as 
either multi-tenant where all users utilize a common system 
with a single database or multi-instance where different clients 
use separate instances of the system on a common hardware 
platform. Multi-tenant solutions can be difficult to customize on 
a client-by-client basis while multi-instance solutions provide 
greater flexibility since each client’s system is autonomous. 
Another critical point to analyze is whether the client is provided 
the tools and training for performing the customization, or if the 

provider must do it on behalf of the client.
>> How accessible is the hosted solution’s database for 

ad-hoc reporting purposes?
Quick and easy access to data is critical in effectively 

managing any business. Lenders should fully understand how 
ad-hoc reports and queries can be constructed. In-house solutions 
certainly provide instant access to a lender’s data, but how does 

this change when the database is located 
in the hosting provider’s data center?

>> What is the cost for each solution 
related to acquisition, implementation 
and on-going maintenance?

 Obviously, cost is a significant driv-
ing force in the decision process. It is 
important to understand and compare 
the costs of an in-house system versus 
a hosted solution from three distinct 
points:

Acquisition – What is the capital 
investment required for hardware, soft-
ware and infrastructure?

Implementation – What is the 
anticipated expense for implementing 

each option?
Maintenance – What is anticipated annual expense for using 

each option?
While some companies may prefer the low start-up and 

maintenance costs typically related to SaaS solutions, it may be 
surprising to see the total cost of the hosted solution over a five 
year period versus an in-house system. In addition, it is critical for 
a lender to understand the exact break-down of the costs for the 
hosted system. Are there fees for excessive data storage, fees for 
support related services, etc. Conversely, on the cost analysis for 
in-house systems, a lender must consider future expenses related 
to hardware replacement and software upgrades. A detailed cost 
analysis should be done which clearly estimates the total annual 
expense for each option and then discounts these amounts to a 
net present value. This enables the lender to accurately compare 
the two solutions.

Lenders should carefully evaluate each issue as it relates to 
the lender’s business. The goal is to identify the best technical 
solution, which enables the lender to execute its planned business 
strategy in the most cost-effective manner. What is best for one 
company may not be the best solution for another. ❖

Greg Ellis is the Senior Product Manager for ISGN’s Origination Technology Group. Greg has over 20 years of combined 
experience in both mortgage lending and technology. He has been actively involved in designing and implementing LOS 
technology for ISGN and is currently managing the development of ISGN’s next-generation LOS, Catapult.
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