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Editor’s NotE

More To Come

We all know that 2011 was challenging and we all expect that 2012 won’t bring much positive change. It’s going to be tough. 
What happens when markets contract? The strong survive and the weak get gobbled up. What do I mean? We’ll see more technol-
ogy acquisitions this year.

If we look back at 2011 we saw some acquisitions done to gobble up market share where one competitor bought another. To 
prove this point just look at the Ellie Mae acquisition of DataTrac last year. The acquisition accelerated Ellie Mae’s growth strategy 
by expanding its already extensive lender customer base, significantly increasing the number of mortgages funded by its customers, 
and broadening the functionality of its Encompass solutions.

Del Mar’s origination software, DataTrac, was used by more than 200 mortgage lenders as a core operating system to process 
and fund loans, create workflow efficiencies, manage secondary marketing transactions and handle reporting and business intel-
ligence. Its current customers were expected to fund an estimated 500,000 mortgages in 2011. The combined companies’ customer 
base had the potential to originate approximately 30% of all residential mortgages originated in the United States last year.

We also saw acquisitions where one technology vendor bought another to expand their offering into new areas as part of a goal 
to be more end to end. For example, Calyx Software acquired decisioning vendor Loan-Score Decisioning Systems, Inc. The ad-
dition of a product & pricing engine, an automated underwriting system as well as FHA eligibility decisions to the Point mortgage 
origination platform further solidified Calyx’s end-to-end offering. 

“This is a historic move for Calyx Software; a very significant and strategic move to better serve our customers and further 
our presence in the lending industry,” commented Doug Chang, President of Calyx Software. Dennis Boggs, Sr. Vice President, 
business development of Calyx, pointed out, “Loan-Score’s AUS and its interface to FHA TOTAL Scorecard are two major dif-
ferentiators from their competitors. This is what made our initial integration important.”

Of course there were other noted acquisitions in 2011, like Mortgagebot going for a huge number to Canadian company D+H. 
That deal was similar to the Calyx deal in that it gave D+H new functionality and an entrance into a new market, our country. 2012 
will see more deals like this. Some will be expected and others may take us by surprise, but they will happen. Take my word for 
it, more is to come. ❖

Tony Garritano 
tony@progressinlending.com

PS. Your comments are welcome. Please E-mail letters to letters@progressinlending.com. Include your name, address and 
a daytime telephone number. Letters are subject to editing and are presumed to be for publication unless the writer specifies 
otherwise.
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Are You Cutting Corners?

To address this challenge, some field  
service companies now include data  
preparation.

Your Voice - BY Joseph Badalamenti

Heightened Foreclosures

In response to heightened levels of foreclosures, leading field service providers are strengthening 
their service offerings along multiple fronts. Though many are seeing increases in base business, 
long-term success will increasingly favor those with the infrastructure, innovative technology and 

broad-base expertise needed to deliver comprehensive, end-to-end solutions.
Technology is playing a key role as servicers look to their field service partners for more productive 

and cost-effective approaches to default management. Solutions such as those below are finding traction 
with servicers of all sizes, nationwide. 

HUD P260 Data Entry – Mandated use of the HUD P260 portal – particularly in terms of data prepa-
ration and entry – has introduced a whole new set of administrative and procedural challenges. Missteps 
can be costly: Compliance failure can mean interest penalties for every day a property exceeds convey-
ance deadlines. Or costs for work the servicer discovers too late aren’t reimbursable under HUD.

To address this challenge, some field service companies now include data preparation, formatting 
and entry for the P260 portal as a service to their customers. Not only does this relieve client compliance 

worries, it saves valuable time.
Vacant Property Registration − With today’s swelled 

default and REO inventories, many servicers are find-
ing vacant property registration to be a troublesome and 
frustrating task. 

To help servicers respond, some service providers 
maintain and continually update a comprehensive vacant 

property ordinance database. Such a database provides a single online reference for all municipalities 
nationwide, so that a user can access regulations and registration rules that apply to each property, by 
location. 

Utilizing functionality integrated into the database, the field services provider can handle vacant 
property registration from start to finish, establishing rapport with municipal leaders, notifying mort-
gagees, filling out and submitting registration paperwork and coordinating actions needed to assure 
compliance.

Integration of pre-foreclosure and REO services. Given today’s inflated default and foreclosure 
rates, an effective partner must be able to provide both pre-foreclosure services, such as property pres-
ervation, inspections and valuations, and REO services, such as occupied property management, pre-
marketing services, marketing services, and closing and title services. For the servicer, working with a 
single-source for both pre-foreclosure and REO services can provide a number of important advantages 
leading to better overall returns on REO assets.

Improving and streamlining default and REO processes will remain a primary focus of servicers and 
their field services partners as elevated foreclosure rates continue and regulatory compliance becomes 
more urgent and complex. The field service provider’s first step in navigating these realities will be to 
become an even more capable and efficient resource – a true problem-solving partner who understands 
both broad market forces and the servicer’s particular needs and business circumstances. ❖
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Joseph Badalamenti (Joe Bada) got his start in the default management industry in 1967 as a HUD contractor. Now, 
43 years and over 5 million inspections later, Joe has built Five Brothers into a highly successful and respected industry 
leader offering a full range of default management services and technology solutions. 
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Jeff Wirsing is President and Co-Founder of GreenBar America LLC. GreenBar offers a new mortgage loan pre-qualifi-
cation system that mortgage originators will use with every person in the U.S. that seeks to finance a home. The program, 
called GreenBar, guarantees that the mortgage decision puts the Borrower in the safest possible financial position.

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 a result of the mortgage meltdown, 
a great deal of attention has been directed 
toward fixing the problem.

RecoveRy Tips - By Jeff WiRsing

Changing Origination

“If we don’t change direction soon, we’ll end up where we’re going!” That quote is attributed 
to 97 year old comedian “Professor” Irwin Corey who bills himself as “The World’s Foremost 
Authority!”

As we step back and look at the economic climate of the U.S. in 2011 those words are quite pro-
phetic. Clearly, Professor Corey’s quote is profound in its application to current events. In retrospect 
we have arrived at exactly the destination we were headed for over the last decade: Failed Sub-Prime 
Market; Failed Mortgage Companies; Declining Home Value; Failing Banks & Gov. Bailouts; Higher 
Gas & Food Prices; Weakened & Uncertain Economy; Ballooning National Debt; Soaring Unemploy-
ment; and Diminishing Consumer Confidence and government support

If the mortgage industry, (and the U.S. economy), is going to thrive and survive it will be necessary 
to consider a dramatic change. The good news is that the mortgage industry, post meltdown, has had a 
tremendous opportunity. The bad news is that it has failed to seize the moment.

Futurist, Buckminster Fuller is quoted as having said, “You never change things by fighting the ex-
isting reality. To change something, build a new model that makes the old model obsolete.”

As a result of the mortgage meltdown, and the collapse of confidence in mortgage backed assets, 
a great deal of attention has been directed toward fixing the problem. We’ve seen legislative changes, 

regulatory changes, changes to the valuation process, 
changes to methods of compensation, new licensing 
and registration requirements and of course a tightening 
of underwriting guidelines. But unlike the quote from 
Buckminster Fuller no one has created a new model and 
we continue to reconfigure the same parts we’ve been 
working with for years. And based on my informal sur-

vey of industry professionals the collective consensus is that none of these changes has resulted in 
improving the mortgage industry and protecting consumers. In fact, many argue that the changes have 
actually hurt consumers. It’s also important to note that the “changes” have come about from outside of 
the mortgage origination industry.  

So, why has so much collective interest in fixing a problem failed to produce any meaningful results, 
especially when it comes to increasing confidence in the quality of MBS and the ability of mortgage 
borrowers to meet their obligation? And why hasn’t the mortgage origination industry come together in 
a meaningful way to create it’s own solution? The secondary mortgage market went away and for all in-
tents and purposes no investors (besides Fannie and Freddie) have come back into the market. It doesn’t 
take a rocket scientist to figure out that none of the “fixes” are having the desired result.

Like the saying goes, “If you continue to do what you’ve always done, you’re going to get what 
you’ve always gotten.” Unless the mortgage industry creates a new model it will likely repeat its mis-
takes in the future. So, how can the mortgage origination industry take the lead in fixing itself and the 
U.S. economy and create a new model that makes the old model obsolete? Next issue I’ll share by sug-
gestions for recovery. Stay tuned ... ❖

9      Tomorrow’s Mortgage Executive           



Lenders

Investors

Consumers

Title
Underwriters

Post Close
Services

Agents

Recording

Agent
Management

the m
ortgage ecosystem

The networked mortgage. 
You need to collaborate with all the participants, 
partners, and services that are involved in 
processing your loans. Only eLynx gives you a 
complete end-to-end data-driven work�ow with 
single-point connectivity to your entire 
mortgage ecosystem.

The networked mortgage with eLynx delivers 
on the promised bene�ts of the eMortgage. 
Greater transparency. Better data quality. 
Improved processing e�ciency. Cost savings. 
Ironclad compliance. Return on investment.

See why hundreds of banks – including 
25 of the top 50 banks – trust eLynx to support 
their data-centric document collaboration, 
distribution, and connectivity needs,  getting 
them to a true eMortgage work�ow. Since 1994, 
eLynx has processed more than 50 million 
loans, built the nation’s largest settlement 
agent database, and is a recognized leader of 
electronic closing services.

For more, visit us online at www.elynx.com.

Take eCollaboration
to the Cloud

Secure

Transparent

Connected



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.

Market Pulse

The Fraud Picture

11      Tomorrow’s Mortgage Executive           

A ccording to report by CoreLogic, the fraud picture is 
mixed. The report says, “The industry’s overall fraud 
risk appears to have stabilized. After a 20% increase 

in 2009, the CoreLogic Fraud Index, an indicator of the relative 
level of fraud risk for the mortgage industry, remained relatively 
flat throughout 2010 and the early part of 2011. The level of 
fraud in mortgage originations for 2010 is estimated at $12 bil-
lion. Early indications based on the Fraud Index show that this 
trend is continuing for 2011.

“Based on lower projected 2011 origination volumes and 
continuing flat fraud levels, CoreLogic estimates that for 2011, 
the mortgage industry will experience $7.4 billion in U.S. resi-
dential mortgage origination fraud. 

“This 2011 estimate is approximately 75 percent below 2005 

levels. This is due primarily to lower loan origination volumes 
and also to reduced risk tolerances evidenced by overall tighter 
lending criteria.

“Examining the data by fraud type reveals several areas 
of concern despite the generally flat overall Fraud Index. This 
analysis is made possible by a newly created Alert Risk Index 
system from CoreLogic through which additional risk patterns 
can be observed. 

“The rate of property fraud grew more than 250 percent in 
the last year, while identity fraud decreased significantly. When 
we evaluate the movement in the individual Alert Risk Indices, 
additional risk patterns can be observed. For example, the pri-
mary reason for the increase in the property fraud risk index is 
potential fraudulent flipping and flopping of properties.” ❖

The Explosion of Property-Related Alerts

A Notable Decline in Identity-Related Alerts
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Process ImProvement - By tony GarrItano

2012 Predictions
Now that 2011 is a distant memory, what should we as an industry expect in 
2012? Here are some ideas:

Why is it that everyone thinks that they know it all? We’ve all been in those conversations with 
a boss or a colleague where you know the person is wrong but you just sit back and listen. Or 
sometimes you don’t and you speak up. Boy was that a mistake. Now you find yourself in a 

never-ending conversation because the know-it-all won’t back down of course. We’ve all been there.
So, in order to save you the time of listening to me go on and on about e-mortgages or e-signing 

or e-closing like I am prone to do, I thought I’d take a different approach. Instead of sharing my 
predictions, I got a bunch of predictions from a variety of industry sources. Here’s some of what they 
had to say about what’s in store for the mortgage industry this year:

First, let’s talk compliance. You know it’s top of mind for every lender. With LO Comp and 
UAD behind us, 2012 brings more compliance challenges. According to Leonard Ryan, president 
at QuestSoft, the top three issues impacting the mortgage industry in 2012 will be: new sweeping 
HMDA regulations to be announced by the CFPB; movement by the GSEs and large lenders to make 
automated compliance a requirement; and the known fact there will continue to be an onslaught of new 
state regulations.

But will this new regulation be a benefit to the mortgage space over time? Scott Stucky, COO of 
document preparation vendor DocuTech, doesn’t think so. “We will see a continuation of reactionary 
government regulation, which will increase costs for mortgage lenders and consumers in a struggling 
housing market,” he said. 

“Already, we know about a change in the GFE/
TIL, a change in the regulatory audit process moving 
from paper files to data audits making systems of 
record of paramount importance, multi-state reviews 
and a renewed focus on Fair Lending practices. Net-
net a significant cost burden on lenders, which will be 
passed on to consumers.”

Speaking of DocuTech, they made headlines toward the end of last year by completing a noted 
acquisition. Specifically, DocuTech Corp. acquired the assets of Lender Support Systems, Inc.’s (LSSI) 
Docs3D mortgage document software from parent company, Emphasys Software.

The expectation all around is that more acquisitions like this one will close this year. Acquisitions 
establish winners and losers, but without true innovation coming from smaller or midtier companies, 
lenders may suffer. “With a number of significant mergers and acquisitions (such as ACI and S1) having 
taken place in 2011, many financial institutions will be seeking new technology providers in 2012 if 
they are unhappy with the service received from the acquiring company,” noted Anthony Genovese, a 
consultant at Compass Plus. “Sizeable mergers can prove challenging to conduct without interruption 
in service and the affected financial institutions may not accept the changes that were forced on them 
resulting in an upswing in conversions for 2012.”

The other huge trend that continues to plague the mortgage space these days is on the servicing 
side. Record defaults and foreclosures will certainly continue this year. Eric Lichtenheld, president 
at Integra, pointed out, “The downfall of the housing market has resulted in a surplus of REO and 

One thing that remains clear is that in 
the next couple years there will be a 
large release of assets.
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distressed properties on the market causing the quality of 
housing inventory to significantly decrease. Three years ago, 
three owner-occupant homes sold for every one investor-grade 
home. Now the ratio has deteriorated to a low 1-to-1. The next 
three years will consist of flat population growth, meaning flat 
demand for housing, and as new housing inventory is released 
there will be an improvement in volume but not in quality. 

“Although 2012 means different things for servicers, 
investors and homebuyers, one thing that remains clear is in the 
next couple years there will be a large release of assets into the 
local inventory. If the inventory is released gradually, this should 
result in price stability for owner-occupant sales, but will likely 
cause decline in investor grade assets.”

Estimates about how large the shadow inventory is and how 
long it will take to dispose of vary. What we know for sure is 
that the inventory is huge and it will put a crimp in industry 
recovery for some time. PROGRESS in Lending has learned 
that according to CoreLogic, the current residential shadow 
inventory as of October 2011 remained at 1.6 million units, 
representing a supply of 5 months. This was down from October 
2010, when shadow inventory stood at 1.9 million units, or 
7-months’ supply, but approximately the same level as reported 
in July 2011. Currently, the flow of new seriously delinquent 
loans into the shadow inventory has been offset by the roughly 
equal flow of distressed (short and real estate owned) sales. 
Here’s what else the CoreLogic research revealed:

As noted, as of October 2011, shadow inventory remained 
at 1.6 million units, or 5-months’ supply and represented half 
of the 3 million properties currently seriously delinquent, in 
foreclosure or in REO. Of the 1.6 million properties currently 
in the shadow inventory, 770,000 units are seriously delinquent 
(2.5-months’ supply), 430,000 are in some stage of foreclosure 
(1.4-months’ supply) and 370,000 are already in REO (1.2-
months’ supply).

These developments will surely put pressure on servicers to 
do a lot of loan workouts. Brian Dharte, VP of sales at GCC 
Servicing Systems, added, “As many of the nation’s top servicers 
come under fire and depository institutions reduce the servicing 

they have on their books, lenders will be looking for ways to 
develop in-house platforms. In addition, as lenders and servicers 
alike finally get a grasp on the volume of default properties 
and have processes in place, they will begin looking for new 
technology and ways to further automate their operations.”

So, how do we put all of this data and opinion into perspective 
to come with a true idea about what 2012 will look like. Scott 
Stern, CEO of Lenders One Mortgage Cooperative, sums it up 
when he says, “There will be no substantial industry recovery 
in 2012 but the market will reach more than $1.0 trillion in 
originations. One of the major issues of the year will be the 
shortage of loan buyers (secondary market) in the correspondent 
channel. 

“The elections of 2012 will take the focus off of the housing 
industry in particular and place it more on the economy as a 
whole,” he continues. “This means major initiatives (government 
and private sector) will be on hold until after the election, and 
there will be no major legislative initiatives as the industry 
continues to absorb the Dodd-Frank regulations. Therefore, 
there will be no legislation related to the fate of Fannie Mae or 
Freddie Mac next year either. 

“I see interest rates continuing to be low, between 3.75 and 
4.5 percent through the end of 2012. Refinance activity will 
outpace purchase activity nationwide with some pockets of 
strong purchase activity. There will be some loosening of credit 
guidelines through 2012 but they will still be relatively tight. 
This means there will be a few new mortgage products with the 
non-agency jumbo market leading the way. 

“Home prices will remain depressed with new pockets of 
growth because there will not be a spark to increase values. 
There will be substantial new housing capacity due to more 
foreclosures; people who have been hanging on but cannot make 
it any longer,” concluded Stern.

Unfortunately, I have to agree. We’re in for another tough 
year, but my hope is that this year will also be filled with lenders 
and servicers turning to technology vendors looking for ways to 
use innovative technology as a way to survive a flat market. Let’s 
hope anyway. ❖

Tony Garritano is Chairman and Founder of PROGRESS in Lending. As a speaker Tony has worked hard to inform 
executives about how technology should be a tool used to further business objectives. For over 10 years he has worked 
as a journalist, researcher and speaker. He can be reached via e-mail at tony@progressinlending.com.

There will be no substantial industry recovery in 2012 but the market 
will reach more than $1.0 trillion in originations.
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Future trends - By roger gudoBBa

On Intelligence – Part 1
A revolutionary new theory of intelligence and a bold vision for the future of 
intelligent machines.

Five or six years ago I read a book by Jeff Hawkins, who created the Palm Pilot, the Treo 
Smartphone and other handheld devices. "On Intelligence", published in 2004' develops a 
powerfully theory on how the human brain works, explaining why computers are not intelli-

gent and how, based on this new theory, we can finally build intelligent machines. This book and his 
life are animated by two passions. For 25 years he has been passionate about mobile computing. 

But his second passion that predates his interests in computers, which he views as more important, 
is to understand how the brain works. When Jeff first became interested in brains he looked for a good 
book that would explain how brains worked. He came to realize that no one had any idea how the brain 
actually worked. For the past 25 years he had a vision of a small, straightforward book on the brain.

This vision has shaped the book. Jeff never liked complexity, in either science or technology. You 
can see that in the products he designed that are often noted for their ease of use. The most powerful 
things are simple. This book proposes a simple and straightforward theory of intelligence.

Jeff started work at Intel in 1979 after graduating from Cornell. Shortly thereafter he read an 
issue of Scientific American, which was dedicated entirely to the brain. This would change his 

life's direction. Jeff proposed to Intel that they 
start a research group devoted to understand-
ing how the brain works. He was referred to 
Ted Hoff, their chief scientist. Hoff was fa-
mous for two things. The first, which Jeff was 
aware of, was for his work in designing the 
first microprocessor. The second thing, which 

Jeff was not aware of at the time, was for his work in early neural network theory. Ted didn't be-
lieve it would be possible to figure how the brain works in the foreseeable future. Jeff stated in 
2004, "Hoff was correct, because 25 years later we are just starting to make significant progress 
in understanding brains."

With that option eliminated, Jeff applied for graduate school at Massachusetts Institute of Tech-
nology. MIT was famous for its research on Artificial Intelligence (AI). Ultimately, he reasoned, AI 
might lead to useful products, but it wasn't going to build truly intelligent machines. In contrast, he 
wanted to study brain physiology and anatomy to come up with a broad framework for how the brain 
worked. In 1981 MIT rejected his application.

After his rejection by both Intel and MIT he didn't know what to do. When you don't know how 
to proceed, the best strategy is to make no changes until your options become clear. So he just kept 
working in the computer field. In 1982 he landed a job with a start-up Silicon Valley company called 
Grid Systems. Still he could not get his curiosity about the brain and intelligent machines out of his 
head. In 1986 he was accepted as a full-time graduate student in the biophysics at the University of 
California at Berkeley. He was thrilled. He finally could start in earnest on brain theory.

If the computer science world didn't want a brain theorist, then maybe the biology world would 
welcome a computer scientist.

The first thing Jeff did at UC Berkeley was compile a history of theories of intelligence and brain 

Even today, no computer can understand 
language as well as a three-year old or 
see as well as a mouse.
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functions. He read hundreds of papers. Numerous people from 
many fields had written extensively about thinking and intel-
ligence. Each field had its own set of journals and each used its 
own terminology. He found their descriptions inconsistent and 
incomplete. Linguists talked of intelligence in terms such as 
"syntax" and "semantics". Vision scientists referred to 2D and 
3D sketches. To them, the brain and intelligence was all about 
pattern recognition. Computer scientists talked about schemes 
and frames, new terms they made up to represent knowledge.

MIT was home to dozens of bright people who were en-
thralled with the idea of programming computers to produce 
intelligent behavior. To these scientists, vision, language, math-
ematics and robotics were just programming problems. Their 
holy grail was to write computer programs that would first 
match and then surpass human abili-
ties. They took an ends-justify-the-
means approach; they were not inter-
ested in how real brains worked.

The AI proponents saw parallels 
between computation and thinking. 
They said, "Look, the most impressive 
feats of human intelligence clearly 
involve the manipulation of abstract 
symbols-and that's what computers 
do too.” In all cases, the successful AI 
programs were only good at the one 
particular thing for which they were 
specifically designed. They didn't 
generalize or show flexibility, and even their creators admitted 
they didn't think like humans. Although legions of computer pro-
grammers have tried to make computers intelligent, they have 
failed. And Jeff believes they will continue to fail as long as they 
keep ignoring the differences between computers and brains.

Previous attempts at replicating human intelligence through 
artificial intelligence and neural networks have not succeeded. 
Their mistake, Hawkins argues, was in trying to emulate hu-
man behavior without first understanding what intelligence is.

What Is IntellIgence?
Fortunately, we live in at a time when the problem of under-
standing can be solved. Our generation has access to a moun-
tain of data about the brain, collected over hundreds of years. 
The United States alone has thousands of neuroscientists. Yet 

we have no productive theories about what intelligence is or 
how the brain works as a whole. The brain is not a computer, 
supplying by rote an output for each input it receives. Instead 
it is a memory system that stores experiences in a way that re-
flects the true structure of the world, remembering sequences 
of events and their nested relationships and making predictions 
based on those memories. It is this memory-prediction system 
that forms the basis of intelligence, perception, creativity and 
even consciousness. Intelligence is the capacity of the brain to 
predict the future by analogy to the past.

computers and BraIns

Computers and brains are built on completely different prin-
ciples. One is programmed, one is self-learning. One has to 

be perfect to work at all, one is natu-
rally flexible and tolerant of failures. 
Intelligent machines will arise from 
a new set of principles about the na-
ture of intelligence. Think about in-
telligence as a computational prob-
lem- a position somewhere between 
biology and science.

Similarly, the mortgage process 
isn’t perfect. It’s filled with flaws, 
bottlenecks, inaccuracies and ineffi-
ciency. On top of that many lenders 
choose to solve these issues with old, 
rigid technology. It won’t and hasn’t 

worked thus far. Like our brains that are tolerant and flexible, 
so should the technology that lenders choose to reshape their 
processes. As everyone seeks to get their footing in a very un-
stable mortgage market, I would warn lenders against imple-
menting technology that only does one thing and solves one 
problem, over more dynamic technology that can be stretched 
and applied across your entire enterprise to solve multiple 
business problems.

Next month I will explore Jeff's analysis of the various brain 
functions and how they will help define intelligent machines.

Credit: A lot of this material is taken verbatim from the 
book. This is not an attempt at plagiarism but rather a tribute 
to the author for this monumental work. I felt any attempt to 
restate this would diminish his work. I encourage everyone to 
read this book. ❖

Roger Gudobba has over 25 years of mortgage experience. He is CEO at PROGRESS in Lending and Chief Strategy 
Officer at technology vendor Compliance Systems. Roger is an advocate of data standardization and a more  
data-driven approach to mortgage. Roger can be reached via e-mail at rgudobba@compliancesystems.com.

Think about 
intelligence as 
a computational 

problem- a position 
somewhere between 

biology and 
computer science.
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Business strategies - By Michael haMMond

Creativity Counts A Lot
We need a good story to share a laugh, to shed some tears and to enjoy a chat 
over a diet coke. Creative brands work in the same fashion.

I’ve talked about the importance of your brand in the last issue. I emphasized how it’s crucial to be 
“liked.” Why? With originations declining you need every possible piece of business. So, as we 
start 2012, I challenge you to really focus on making sure that your brand is the best it can be.
I recently read a white paper called “The art of an idea: The storytelling of the most creative global 

brands” by Gion-Men Kruegel-Hanna that put it this way:
“Human beings love to listen to good stories: We need a good story to share a laugh, to shed some 

tears and to enjoy a chat over a cup of coffee. Creative brands work in the same fashion. The most cre-
ative brands are not necessarily the brands that intrigue us by the way they look, but rather the brands 
that tell us never-ending stories that make us want to learn more.

“Whether a brand captures the archetypal hero (Nike) or the coach that makes everyone perform 
better (adidas), the most creative brands succeed because they take into account the basic human need 
for storytelling. Brands like Pixar, Google, HP, Puma and Nike take us on journeys that surprise us and 
capture and spark our imaginations.” Below are some of the ways in which the most creative global 

brands are successfully building their brand stories into 
all levels of their work. Read on and be informed.

1. Using brand stories to stay relevant.
Gion-Men Kruegel-Hanna notes that Pixar is a 

good example of a company that captures the kid in ev-
ery one of us through its timeless stories. It continues 
to amaze us with one blockbuster film success after an-
other. Even though the films take three to four years to 
create, everyone eagerly awaits its next move. It goes 

“to infinity and beyond” and always stays top-of-mind.
Nike is another brand that takes its story a step further than most. It not only designates a “chief 

storyteller” for the company, but also requires that every new employee go through an education pro-
gram that teaches him or her about Nike’s heritage, history and culture. Nike, perhaps more than any 
other brand, uses its story to adhere authentically to its heart and remain trustworthy and relevant to 
consumers.

How does this relate to you? Think about the story that you tell the market. If you’re a POS system 
are you just talking about online lending? If so, you shouldn’t be. Lenders need to know that you’re a 
thought leader. So be a thought leader. Tell a bigger story.

2. Evolving brand stories to cater to an audience.
Gion-Men Kruegel-Hanna points out that while good brands know how to use their brand story to 

develop innovative services and products that relate to the distinctive core of their brands, the very best 
ones are able to progress their stories over time. They know how to cater to their audiences, and they’re 
adventurous enough to explore new territories and opportunities. Take Lego, a brand that stays true to 
the world of play. With Lego, “building” becomes an overall experience in all media channels. It’s a 
powerful force of progression in both the off- and online brand experience.

For technology vendors I would recommend getting involved in social media as a way to cater 

The most creative brands stand out 
because they inspire and excite us. 
They tell stories that take us on journeys 
and make lasting imprints.
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to your audience in a new way. Tweet a little. Start a LinkedIn 
Group. The point is that you need to look at new channels and 
vehicles to cater to your audience and reinforce your brand.

3. Imagining radically new brand stories
Gion-Men Kruegel-Hanna added that brands like Google, 

HP and Puma are using innovative new technologies to dream 
of visions that would never before have been possible. Google 
wouldn’t have been relevant 15 years ago but today, with ever-
growing bandwidth capabilities, the Google experience grows 
into areas previously unknown. 

HP is another example of a brand 
that has used technology to think out-
side the box. Its Memristor will elimi-
nate computer boot time and enable us 
to switch a computer on and off like a 
light switch. HP has dreamed of a way 
to make nanotechnology that previous-
ly only spoke to the experts in the field, 
accessible to everyone. 

Puma’s work with Hussein Cha-
layan (its first Creative Director) also 
fuses creativity with technology, in 
ways never before anticipated. The 
Spring/Summer 2010 “Urban Mobil-
ity” collection features playful skirts that open and fold by re-
mote control, furniture that morphs into clothes and outfits en-
cased in electric lights. 

And then there’s Nike – yet again. Using “Flywire,” which 
is inspired by suspension bridges, it has developed the world’s 
lightest high-performance footwear: shoes that fit like a second 
skin. Does your technology fit lenders like a second skin? I’m 
sure you can make the case that it does, so why not be creative 
in creating new visuals or narratives that work with your brand. 
Don’t be afraid to think outside of the box.

4. Using the brand story to drive internal brand engagement
Beyond standard marketing and product development, some 

brands are using innovative storytelling to drive traditionally 
less creative departments like business strategy, human resourc-
es and brand management. While it is probably not advisable 
for a CFO to demonstrate wild creativity with numbers, compa-
nies like Google’s and Pixar’s create living work environments 
that foster better and (dare I say it?) more creative solutions and 
products. It’s not so much about treating the employee well – it’s 

about unlocking the best and brightest ideas. 
Companies like Google and Pixar trust their employees, 

which in turn allows them to come up with the best possible 
ideas. Google employees have a half hour “time out” in a dark-
ened room with fish tanks and private cabins that allow for em-
ployees to take care of their personal telephone conversations 
or pay a bill online. Pixar provides a running trail and free film 
screenings. The logic is simple: When everyone isn’t miserable 
and stressed, they come up with better policies and make better 

workplace decisions.
5. Crafting a great story – and the 

courage to stand by it
Gion-Men Kruegel-Hanna said that 

beyond just crafting a unique and inspir-
ing story and integrating it into all levels 
of the brand, the most creative global 
brands all have one thing in common: 
the courage to trust their instincts. Being 
truly creative often feels uncomfortable – 
you can never be sure if your idea is good 
or bad. In some areas, market trends and 
research can help to deliver a degree of 
certainty, but at the end of the day it all 
comes down to instinct and passion for 

the idea. Overall, this is what separates a success story from a 
no-story. This is particularly true today, when brands face the 
challenge of enticing skeptical customers who are less likely to 
spend in the recession. 

The bottom line according to Gion-Men Kruegel-Hanna is 
that in the end, the difference between a mediocre idea and a 
good one dictates who sinks or swims. Creativity and great sto-
ries simplify customers’ decisions, increase sales and provide 
opportunities to differentiate your brand. 

The brands mentioned here have invaluable aspects instilled 
into their business philosophy: creativity, ideas and the under-
standing that brands are best experienced through a multitude 
of living experiences and touchpoints. It is this understanding 
and creativity that increase sales. Top ideas force you to break 
through conventional and established patterns in order to come 
up with strategies and business opportunities that are truly dif-
ferentiating – that are unique, new and carry on the legacy of 
a brand. 

Now that is real storytelling. ❖

Michael Hammond is chief strategy officer at PROGRESS in Lending Association and the founder and president of 
NexLevel Advisors. NexLevel provides solutions in business development, strategic selling, marketing, public relations 
and social media. He can be reached at mhammond@nexleveladvisors.com.

Creativity and  
great stories  

simplify customers’  
decisions, increase  

sales and provide  
opportunities to  

differentiate  
your brand.
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 n the book-turned-movie The Perfect 
Storm Sebastian Junger describes how 
three storms meet in the Atlantic and 

how different boats and captains reacted. If you 
were a large ship you were stuck 
with what you had. You were so 
large there was nothing that you could quickly 
buy off the shelf to adapt your boat, and your 
crew was full of specialists, not generalists, used 
to mastering many tasks. 

The smaller boats were an amalgamation of 
passion, discipline and experience. A passionate 
owner with the discipline and forethought 
would have invested in the right technology and 

modern equipment that would 
give the boat the edge to perform 

in all situations. This care and logic attracts 
wise and seasoned crews who appreciate the 
long term view to security and safety while 
achieving performance.

If there has ever been a “Perfect Storm” in 
our industry we have witnessed it the last few 
years. A bursting bubble of values, jobs, credit 
and equities matched with massive government 
regulation have created a scenario no one could 
have planned for. But some have survived where 
others, even with seemingly greater advantages, 
have not.

Mortgage Network, in Danvers MA, founded 
in 1988 as a broker by Robert McInnes and Al 

Pare, happens to have survived this Perfect Storm 
and looking back now you can see why. Over 
the formative early years Bob and Al stuck with 
the focus of doing what is right for the customer. 
Mistakes were made, and learned from; they 
were never forgotten and never repeated. As 
MNET became a lender it became apparent that 
building a superior technology focused around 
hedging, pipeline management and delivery was 
crucial to survive. 

As the storm 
continues 

to swirl and 
uncertainty 

reigns, a steady 
experienced 
hand on a 

well-developed 
platform supported 
by quality vendor 

partners is  
crucial.Storm

I

The 
Perfect 

Lending

By Brian Koss



In the mid to late 1990s, none of the 
existing technologies fit the needs of the 
company so MNET decided to pioneer 
their own. Led by CTO Carlos Sa, it was 
decided to start with the most acceptable 
modules as place holders while they 
began to customize the most important 
sections first. So Contour’s Loan 
Handler for LOS, Harland Financial for 
servicing, Commerce Velocity for credit, 
ICC for docs, and Microsoft Dynamics 
for accounting. As certain areas became 
more modified and customized it was 
determined MNET could possibly do 
it better and a new section was built. In 
today’s world, MNET has created one 
system that supports sales, operations, 
secondary and delivery through one 
platform. The only pieces still relied 
on through others are Docs with IDS, 
compliance with ComplianceEase, and 
Microsoft Dynamics.

As a wholesale platform was added 
in that late 1990’s more variables were 
added to the mix. Different brokers 
with different demands along with 

different states (43 at the high) created 
challenges. As the market morphed more 
to Wall Street and the products pushed 
the envelope, controls needed to be in 
place to ensure that the right loans were 
created that protected the borrower and 
the investor and therefore the company. 
Yet there needed to be true flexibility to 
create new product, smoothly originate 
it, and pool it for market.

Mortgage Network played in all the 
arenas but only at the level they felt was 
best for all involved. MNET originated 
Alternative Documentation product, but 
not Stated Income, as it forced the client 
to misrepresent and the lender to execute 
an untenable contract. MNET worked in 
B-subprime where they felt borrowers 
were deserving but unrepresented, 

but not lower credit tranches where 
borrowers were set up to fail. MNET 
avoided Option Arms but created Super 
Jumbo Interest Only Arms for high 
net worth clients who could handle the 
risk. Even when the GSEs were pushing 
Timesaver documentation programs and 
Level 3 subprime AU products, MNET 
chose not to play on those terms, but 
find local portfolio outlets that allowed 
the customers who were disenfranchised 
to find a lower priced safer product 
that required no misrepresentation or 
usurious terms.

As the market approached its 
frothy peak, veteran leaders moved 
from uncomfortable models to a home 
they could believe in at MNET. They 
brought with them lessons learned in 
growing too fast and deeper knowledge 
of Government and State lending. The 
timing was important as Wall Street 
backed away from the market, MNET 
quickly adapted their systems and staff 
to become a dominant Government 
lender. Having a deep line-up of 20+ year 

veteran DE Underwriters and Closers 
was invaluable to efficiently respond to 
the market demands. Today Mortgage 
Network is a market leader in FHA, VA, 
USDA, and State Bond.

The speed of change has been a 
challenge for any firm this last decade. 
But certain models and structures are 
more suited to be originator focused. The 
majority of large lenders are burdened 
with legacy systems that are built around 
servicing or branch referrals. The top 
down approach stays disconnected from 
the field and the changing realities of the 
market.  The small correspondent or large 
broker is focused on the tyranny of the 
immediate. The depth of management 
team scope and experience limits the 
ability to anticipate or react to all the 

changes occurring. Too many principals 
don’t invest in the reserves required 
for R&D and to anticipate shocks, and 
surprises. The reserves of talent and 
technology allow firms like MNET to 
make the right decisions when they arise 
and be ready to seize opportunities when 
presented. 

Another of the benefits of creating 
your own platform is the adaptability to 
the many-tiered focus on compliance. 
The unforgiving need to meet the never 
changing terms of State, Federal and 
Investor compliance weighs heavily 
on any operating system and process 
flow. The ability to seamlessly check 
against multiple compliance databases 
throughout a process can save untold 
dollars and hours. 

All of the advantages above allow 
a strong flexibility to find the best 
operational talent to serve the Loan Officer 
and the customer wherever they reside. 
ROC and MAP centers are not required 
as long as quality is input early and 
verified throughout the process. Savings 
of salary and cost per square foot can be 
obtained by placing operations where 
the large companies may not. Having 
been paperless through their GlobalDocs 
system (utilizing EMC technology) 
for the past 5+ years, MNET has been 
able to be creative with work flows and 
focus less on paper requirements and 
more on meeting and surpassing the 
customer’s expectations. Controlling the 
mind and the data as opposed to solely 
the body secures quality, efficiency, and 
consistency while fostering teamwork 
and partnerships at the branch levels.

Using Microsoft’s Sharepoint as 
a platform, MNET created a central 
repository for the field on Administration, 
Products, Secondary and Marketing. 
Guides, updates and new releases on 
their wide and expanding menu give 
an easy view to all the possibilities 
at all times. The Pricing Blog allows 
Secondary to give timely updates and 
direct attention to better executions. 
Shared databases allow for smooth 
integration of multitask projects such as 
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forethought would have invested in the right 
technology and modern equipment.
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the transition of new branches and new 
employees and the organization of legal, 
operations, facilities, Human Resources, 
payroll, IT, marketing, and sales.

The marketing department’s use of 
Sharepoint and their integration with 
Turning Point is their most popular 
application. Built with the goal of having 
the efficiency, compliance and controls 
of a national companies portal with the 
flexibility, creativity and field-driven 
expertise of broker portals like Loan 
Tool Box, MNETs marketing site is all 
about driving the Loan Officer Brand. 
The site allows for 24/7 customization 
of hundreds of flyers, postcards, 
Powerpoints, brochures, etc as well as the 
support of almost 40 years of Mortgage 
Marketing expertise for customization as 
needed. 

To ensure efficient implementation 
of marketing plans and campaigns, 
MNET partnered with Turning Point. 
On a weekly basis closing data is swept 
into the TP database and LOs are able 
to automatically include their borrowers 
into a 2 year 13 touch customer retention 
program including annual reviews, thank 
you’s and birthday cards. A loan officer 
can choose any collateral from the TP or 

MNET database and surgically choose a 
section of their database by product, zip 
code, ltv, etc.and mail or email them by 
the next day.  

As the storm continues to swirl and 
the uncertainty of the mortgage business 
reigns, a steady experienced hand on a 
well-developed platform supported by 
quality vendor partners is crucial to not 
only survive but succeed. ❖
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EntrEprEnEurs
Innovators& I n today’s world of mortgage lending, one 

must find a way to survive. While some 
lenders dig in and wait for the worst to 

pass, with the regulations to be issued and the 
lawsuits to be settled, there are others that look 
forward to where the industry could or should 
be in the years ahead. These folks are often 
called innovators or entrepreneurs; many times 
being called both within a single conversation. 
But is an innovator also an entrepreneur? Can 

you be one but not the other? And which of 
these will provide the industry with a critical 
“shot in the arm” to get us over the malaise that 
festers within our midst today? 

To find the answer to these questions, we 
talked to a number of entrepreneurs from the 

27      Tomorrow’s Mortgage Executive           

By Barbara Perino and 
Rebecca Walzak

          Tomorrow’s Mortgage Executive      28

An Entrepreneur tends to bite off a little more than he can chew hoping he 
can quickly learn how to chew it. 
  — Roy Ash



industry who have been successful in the 
past in bringing new ideas to fruition so 
that we could get their thoughts on the 
differences and similarities of being an 
entrepreneur and/or an innovator and how 
they differ if at all.  

Among those we spoke with was Mr. 
Terry Wakefield, President and CEO of 
The Wakefield Company and a widely 
recognized entrepreneur in the mortgage 
lending industry. Among Mr. Wake-
field’s entrepreneurial achievements was 
participation in the issuance of the first 
ever RMBS in 1982. He was also the in-
dividual responsible for the creation of a 
single-site mortgage lending platform that 
provided access to mortgage financing for 
borrowers across the entire country. This 
platform eventually became Prudential 
Home Mortgage and restructured the ba-
sic business model for the industry.  

A second interview was held with 
Dr. Michael Sklarz, President of Collat-
eral Analytics and developer of the first 
automated valuation model for property 
evaluations. Dr. Sklarz has more than 25 

years of professional experience in real 
estate research, analysis and real estate 
technology product development in the 
United States. During his tenure as the 
Director of Research at Prudential Loca-
tions, Inc., he helped pioneer the devel-
opment of new analytic tools and data-
bases to track and forecast the U.S. real 
estate market.

“Logic will take you from A to B. 
Imagination with take you everywhere” – 
Albert Einstein

When asked about the difference be-
tween innovators and entrepreneurs both 
individuals agreed that the world is full 
of people with new ideas, but an entre-
preneur has a” passion” about it and is 
willing to take the risk to turn that idea 
into a market reality. For Dr Sklarz it 

“represents somewhat of a combina-
tion of being obsessed about something 
and, as the same time, very much enjoy-
ing doing it.” However, passion is not 
enough. An entrepreneur must also have 
the ability to amass the resources to turn 
that innovative thought into a business 
entity and this is what separates the inno-
vators from the entrepreneurs. Because 
the entrepreneur is undertaking the tasks 
necessary to commoditize their idea and 
make it available for everyone’s use, they 
must recognize that their effort introduc-
es some essential components that are 
necessary to make it happen.  

The first of these components is of 
course raising capital. Without the finan-
cial resources to develop the idea into 
a marketable product, there can be no 
business. While many will put their own 
money into the project, every entrepre-
neur knows that finding these resources is 
key. It is not uncommon to find financial 
support more readily available if you have 
succeeded previously. One member of a 
small angel fund here in South Florida 

stated it very simply when she said “we 
know that if you have done this before 
and succeeded we have a much better 
chance of success again; and that’s what 
we expect.” Of course an entrepreneur 
must recognize that their investors and/or 
lenders are taking a big risk by supporting 
the development of a new idea. And that 
willingness to accept risk; especially the 
risk of failure and financial loss is one of 
the distinguishing benchmarks between 
the innovator and the entrepreneur. When 
discussing funding for these endeavors, 
Mr. Wakefield commented that “many 
supporters of entrepreneurs, lend based 
on your willingness to assume risk and 
accept that there will be risk associated 
with the endeavor.”  

Another source of funding may be 

found within an entrepreneur’s current 
place of business. Intrapreneurs are found 
within an existing company and are de-
fined by Webster’s dictionary as “company 
executives who develop new enterprises 
within the company.” For these individu-
als, funding may not be the struggle that 
shows up for independent entrepreneurs 
but the risks are just as great or greater. 
Mr. Wakefield noted that in his entrepre-
neurial drive to initiate a new lending plat-
form, there were many within the organi-
zation that were intrapreneurs and were 
able to grasp the concept and execute the 
requirements to make it happen.  

Of course, risk is one of the biggest 
factors in developing entrepreneurial 
ideas. Without a doubt, those taking on 
these opportunities must do so with the 
knowledge that the idea may fail or that 
risks they never imagined will play havoc 
on their opportunity. Even if the product is 
initially successful, external factors may 
ultimately decide the success or failure. 
However true entrepreneurs are willing 
to invest in their ideas and take risks with 
their own funds to see something they be-
lieve, become a reality.

There are of course other factors that 
contribute to the success and/or failure of 
an entrepreneurial adventure. Whatever 
ideas and/or focus of your venture it re-
quires that entrepreneurs have a fairly 
deep knowledge about the subject mat-
ter. Mr. Wakefield for instance, spent 10 
years learning about the mortgage busi-
ness from top to bottom, origination to 
servicing, and it was this experience and 
knowledge that he drew on to build a new 
origination platform. Dr Sklarz echoed 
this as well as he noted that the mortgage 
business is very complex and without an 
understanding of what we do, how we do 
it and how the data we generate is used, 
the chance of success is minimized.  

In addition to the idea, capital, knowl-
edge and the willingness to accept risk, an 
entrepreneur must have the ability to ex-
ecute against a plan. Despite the cartoons 
and sitcoms that show a bit of thought and 
effort before the idea “auto-magically” 
becomes a success, the reality is that it 
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requires a lot of hard work, persistence 
and the ability to bounce back from any 
set-backs suffered. Without the pas-
sion for the idea and the optimism to 
overcome the problems that are sure to 
arise, the likelihood of reaching your 
goal is diminished.  

“Business opportunities are like bus-
es, there’s always another one coming.” – 
Richard Branson

And one other factor must be consid-
ered: luck. Any entrepreneur needs to find 
just the right idea at just the right time 
for the innovative idea to be able to take 
root and grow. Bringing great ideas to the 
market at the wrong time can and likely 
will cause them to fail. Another factor that 
can’t be controlled is the external issues 
at play. Mr. Wakefield, when commenting 
on one of his initiatives, stated that if the 

industry does not understand or is focused 
away from your idea, it is likely that in-
fluencers that see the idea as a threat can 
be a determining factor in whether or not 
you succeed. As he stated about one of his 
less successful entrepreneurial initiatives, 
“the loan officers saw this development as 
depriving them of their commissions, so 
it had to go.” The same problem has sur-
faced numerous times in the past. Connie 

Wilson, the entrepreneur who developed 
the idea for automating fraud analysis, 
also ran into this problem as the industry 
was very slow in accepting the idea that 
fraud was a problem in mortgage lending. 
This hesitation to accept new ideas is not 
unique to this industry because change 
is difficult. But innovative ideas such as 
automating the QC process and scoring 
a lender’s origination and/or servicing 
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process are ideas that will boost the will-
ingness for private investors to come back 
into the market and so must be accepted 
and implemented.

There is no doubt that the entrepre-
neurial focus we have discussed in this 
article have developed into significant ad-
vances for the industry. The individuals in-
volved were fortunate enough to have had 
either financial assistance or were able to 
develop ideas slowly enough to build a fi-
nancial base from which they could move 
forward. But where are the opportunities 
for capital investments?

There are other options to look for 
when trying to find investments:   

Take the easiest route first- Many 
times we forget about the people that are 
most familiar to us; Friends and Family. 
Most Angel Investors or Venture Capital-
ists will suggest going to friends and fam-
ily for needed funds before asking an an-
gel investor for help, especially first time 
entrepreneurs. Depending on the amount 
of funds needed, these individuals may be 
willing to contribute towards your dream 
as an investment rather than putting it a 
hedge fund or other savings plan. How-
ever, you should make sure that they are 
aware of all the risks associated with the 
business to avoid hard feelings if things 
don’t work out as planned.  

Finding common interests- If you find 
that you must turn to outside sources for 
funding, it is important to realize that all 
funds and venture capitalists are not the 
same. Just like any other business, they 
typically have business areas that are of 
interest to them. A fund may be technol-
ogy focused and looking for new ideas 
and start-ups in that arena. Others may be 
focused on just women-owned businesses 
or particular geographical areas. Look for 
funds that have an interest in your busi-
ness focus.  

Leveraging information- Today there 
are numerous ways to make contact with 
angel funds and/or venture capitalists. If 
your business is a local company that will 
bring jobs and tax revenue to the commu-
nity, a good place to start is by contacting 
local business organizations. They will 

most likely have someone you can contact 
or give you a reference for individuals that 
invest in start-ups. Today there are also in-
vestment clubs or groups in many cities 
around the country. The individuals who 
attend these club meetings are typically 
interested in identifying as many different 
opportunities as they can and then follow-
ing up if they have any interest.  

Your local banker can also be a source 
of investment opportunities, particularly 
if your bank offers “wealth management” 
services. Many times employees will be 
knowledgeable about entities that you 
can contact or will give you the name of 
someone to call. Keep in mind that many 
of these local organizations have limita-
tions on the size of their investment so 
you may want to ask about that before 
getting too involved.  

Another source of information is the 
internet. The world-wide web has pro-
vided every potential business owner with 
the opportunity to find investors around 
the world. You can search on “venture 
capitalists” or “investment clubs” or 
even “angel investors” to find those that 
are actively seeking opportunities. When 
contacted they will typically screen you 
to determine if your business is of interest 
to them before asking about the details. 
If there is interest they may require you 
to travel to them, so be prepared to spend 
some money finding money.  

Finally, there are organizations that 
focus on bringing investors and business 
owners together. To do this they will hold 
conferences where investors and those 
looking for investments can meet. You 
will have to pay for attending these types 
of meetings and if you want to give a pre-
sentation on your business opportunity to 

the entire group, there is typically an extra 
charge for that.  

What we don’t know however, is how 
many other ideas and entrepreneurs there 
are in the mortgage industry that could 
make change as significant as those men-
tioned above. If only there was a way for 
them to get the financial assistance and 
support they need and to believe in their 
idea strongly enough to do something 
about it.  

We do know however, that in other in-
dustries this support often comes by way 
of an investment fund or a senior manage-
ment volunteer group or some combina-
tion of both. Other industries have these, 
such as funds that focus on technology or 
healthcare. Yet there are none for mort-
gage lending or even consumer lending. 
And, quite frankly it is not that there is no 
money to be invested. With the number of 
individuals who became wealthy during 
the subprime boom years of 2003-2007, 
there should be more than enough avail-
able and willing to fund some of the en-
trepreneurs that have ideas worth pursu-
ing. Why a fund can’t be established for 
this very purpose by individuals who are 
concerned about health of the industry is 
a mystery. It could be organized and sup-
ported by any number of groups. In fact 
the MBA has done this exact thing before 
with the development of MERS and its 
support of the MISMO data standards. 

The bottom line is this; there are in-
novative ideas and entrepreneurs within 
our industry whose ideas can advance the 
mortgage banking platform. Our progress 
is dependent on finding new ways to do 
what we do, to do it better and in a way 
that is more conscious of what the bor-
rower and investor really expect of us. ❖
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Get More Business

T he Mortgage Bankers Association 
expects to see mortgage originations 
fall from an estimated $1.2 trillion in 

2011 to $900 billion in 2012. The drop will 
be driven by a significant decline in refinance 
originations, while purchase 
originations will increase 
only slightly. The economy 
will see another year of anemic growth in 
2012, and then will grow somewhat faster in 
2013. Refinance originations are expected to 
fall despite low mortgage rates as economic 
uncertainty lingers and fewer eligible bor-
rowers remain. The trade association’s chief 
economist Jay Brinkmann, went on to say, 

“Regardless of which path the economy and 
mortgage rates take, we are predicting an-
other tough year, with origination volumes 
at their lowest point since 1997. Continued 
slow economic growth will mean that unem-

ployment will remain elevated 
through 2012, which could 
slow the improvement in de-

linquency and foreclosure volumes, meaning 
that in addition to lower production volumes 
for the industry, mortgage servicers will also 
continue to be under pressure.” So, what’s a 
lender to do? Randy Schmidt of Data-Vision 
says it’s time for lenders to think outside of 
the box and go online. Here’s his advice:

Executive Interview

As lenders fight for every deal, Randy Schmidt of Data-Vision details 
how lenders can get more business by tapping the Internet.

Online
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Q: What online lending trends are happening 
now?

RANDY SCHMIDT: Online lending is grow-
ing dramatically as lenders are looking 
to add more features to their online chan-
nel. When online lending first started, 
lenders used it merely as a data collec-
tion tool. Today, lenders are making 
their online sites more interactive. They 
are engaging their borrowers and giving 
them all of the information that they need 
to make an informed buying decision. 
They are also using their online chan-
nel to securely communicate with their 
customers to keep them informed during 
the process. As an online vendor, we are 
seeing more and more customers looking 
to implement features such as live chat, 
secure messaging and electronic delivery 
of initial disclosure documents directly 
to the consumer.

Q: What is the importance of online lending as a 
separate channel?

RANDY SCHMIDT: As origination volumes 
drop and lenders battle for prospective 
borrowers, they need to be where their 
potential borrowers are. A recent study 
showed that there are 51.5 million poten-
tial homebuyers born between 1979 and 
1991. This group of people commonly re-
ferred to as “millennials” comprise nearly 
a quarter of the total US population. This 
represents a critical target market and 
virtually every member of this group can 
be found online. By not having an online 
channel, lenders are missing out on a tre-
mendous opportunity.

But online lending shouldn’t be 

thought of as solely as a separate channel, 
but also as an extension of your existing 
channels. By allowing loan officers, cor-
respondents, third party originators and 
help desk personnel access to your online 
lending tools borrowers can receive the 
same up to the minute information and 
service levels regardless of the channel 
they choose. This multi-channel approach 
allows for a consistent borrower experi-
ence that creates customer satisfaction 
and builds loyalty.

Q: What are today’s borrowers looking for from an 
online application/solution?

RANDY SCHMIDT: Members of today’s “do 
it yourself” generation, prefer to have a 
robust consumer portal available to them 
24 hours a day, 7 days a week, 365 days 
a year. This portal should contain all of 
the tools necessary to allow the borrower 
to gather all of the information they need 
to make a decision and then allow them 
to execute on that decision. Once that 
decision has been made, a consumer por-
tal should allow the borrower to stay in-
formed throughout the entire process.

A robust consumer portal should con-
tain the following tools:

<<< Up to date product and rate
  information
<<< A variety of mortgage 
 calculators
<<< A pre-qualification process
<<< On demand live chat
<<< An easy to use and secure 
 application process
<<< Instant approval capabilities
<<< A secure message center 
 between the Loan Officer and 

 the Borrower
<<< Electronic delivery of initial
  disclosures and other documents
<<< Up to date loan status 
 information

Q: In today’s heavily regulated environment, 
what’s the case for electronic disclosures?

RANDY SCHMIDT: The use of electronic de-
livery for disclosures not only helps cut 
delivery costs, but can also create a more 
compliant process. Disclosures have 
unique timing requirements to them. For 
instance, lenders are required to provide 
truth-in-lending disclosures within 3 
business days after receiving a mortgage 
loan application and before any fees are 
collected other than a reasonable credit 
check fee. 

Also if the interest rate changes sig-
nificantly, the lender must provide re-
vised disclosures 3 business days prior 
to closing. Electronic delivery of disclo-
sures not only allows you to cut critical 
time out of the process, but allows you to 
meet these requirements as well. 

Another benefit of electronic disclo-
sures is that each step in the delivery is 
date and time stamped providing a com-
plete audit trail of the entire disclosure 
process. 

Q: In today’s heavily regulated environment, 
what’s the case for electronic delivery of closing 
docs?

RANDY SCHMIDT: It is all about security, 
confidentiality and cost reduction. Lend-
ers can no longer afford to manually print 
documents, assemble them and use an 
overnight courier to deliver them. Email-
ing documents isn’t a viable option due 
to security concerns. Using an electronic 
document delivery provider allows you 
send documents economically while still 
maintaining security.

Also if a closing agent discovers an 
error in the documents while at the clos-
ing table, electronic delivery can get new 
copies to them instantly without having to 
reschedule the closing.
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Q: Can online lending level the playing field with 
originations expected to decline further? If so, 
explain how.

RANDY SCHMIDT: As originations decline, all 
lenders will be competing for a smaller 
group of borrowers. The best way to com-
pete, regardless of the channel, can be 
summed up in two words: Customer Ser-
vice. Knowing your target customer, and 
giving them the information they need 
while delivering an experience that they 
feel comfortable with, is the primary way 
to acquire and retain customers.

That being said, it seems logical that 
the best way to deliver that ultimate bor-
rower experience is online. We all know 
that online experiences are becoming a 
normal part of our daily lives. Whether 
we are reading our email, checking our 
stock portfolio, perusing the latest head-
lines, buying items online, checking our 
bank balance, keeping up with our favor-
ite sports team or just visiting one of the 
many social network sites most of us are 
connected to the internet in one form or 
another multiple times every day. With 
the ubiquity of the internet consumers are 
now connecting at home, in the office, on 
the road and through their mobile devic-
es. Meet them on their terms and you can 
maintain your competitive edge.

Q: With the proliferation of mobile technology, how 
will that impact online lending going forward?

RANDY SCHMIDT: As mobile technology 
grows, so will online lending. Tools 
and features will be enhanced with the 
mobile platform in mind. Although con-
sumers probably won’t fill out a com-
plete mortgage application on their cell 
phone, they will still be looking for you 
to provide services to them via mobile 
technology. Customized rate quotes, pre-
qualifications, secure messaging and up 
to date loan status are just some of the 
features that lend themselves nicely to a 
mobile platform.  

Q: What impact will what comes out of the 
Consumer Finance Protection bureau have on 

online lending?

RANDY SCHMIDT: Most of the initial changes 
will affect the entire mortgage industry 
and not just online lending. However, as 
change comes more rapidly, more lend-
ers will look to online vendors to ensure 
compliance with the new rules. Most 
online vendors employ a Software as a 
Service (SaaS) model, where the vendor 
manages the implementation and deliv-
ery of new releases. This allows lenders 
to focus on their core business without 
worrying whether their software is in 
compliance. 

Q: What other rules and regulations will impact 
online lending in 2012?

RANDY SCHMIDT: The first change will be 
the new Multi-Factor authentication rules 
that will take effect in January 2012. In 

2005 the FFIEC issued guidance entitled 
Authentication in an Internet Banking 
Environment. This document stated that 
institutions should use effective methods 
to authenticate customers and protect sen-
sitive customer information. The solution 
that many vendors implemented was to 
initially authenticate a borrower and then 
set a cookie on their machine to be used 
to help identify and authenticate them on 
future visits. 

If a borrower tried to connect from 
a machine without the cookie, the sys-
tem would re-authenticate them using a 
series of backup challenge questions. In 
June of 2011, the FFIEC issued a supple-
ment to their guidance stating that insti-
tutions should no longer consider simple 
device identification or basic challenge 
questions to be an effective risk mitiga-
tion technique.  

So during the last 6 months, vendors 
have been busy coming up with ever 
more sophisticated ways of authenti-
cating and re-authenticating borrowers. 
Techniques such as more sophisticated 
one-time cookies containing a digital 
fingerprint coupled with less obvious 
“out of wallet” questions have been 
employed. Out of band authentication 
is also being used by some vendors to 
re-authenticate borrowers. 

It is important to check with your ven-
dor as to their authentication techniques 
as financial institutions will be expected 
to comply with the new guidance by Janu-
ary 1, 2012.

Q: What can we expect from Data-Vision as a com-
pany going forward?

RANDY SCHMIDT: Data-Vision will continue 
to provide our clients with compliant 
leading edge products, built on scalable 
platforms and backed by unequaled ser-
vice. Both our LoanQuoter point of sale 
system and our RemoteDocs document 
delivery system are scheduled for new re-
leases during the first 6 months of 2012. 
We’re looking forward to helping lenders 
take full advantage of online lending in 
2012 and beyond. ❖
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Industry PredIctIons
Randy Schmidt thinks:

1 I think you will see a major shift toward 
a greater use of the internet for mort-

gage lending. As LOS systems release new 
versions, many of them will move from 
their current client/server architecture to 
an internet based Software as a Service 
platform. This environment will make it 
easier for both the lender and the service 
provider to maintain and update their 
products.

2 I see lenders putting more emphasis 
on customer communications. Con-

sumer portals allowing borrowers to easily 
interact and communicate with their lend-
ers will become more popular. Electronic 
document exchange and two way secure 
messaging will be added to most lenders 
websites.

3 I see mobile technology changing the 
way that both consumers and lenders 

approach the home buying process. 
There will be new products and services 
developed to make mortgage information 
instantly available to consumers wherever 
they are.

Executive Interview
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The industry is tasked with improving disclosures to consumers 
to ensure they have all information needed to make informed 

decisions. The key is to prevent further complicating the process. 
Let’s examine the decision to combine the information represented  

on the mortgage disclosures. Under the Dodd-Frank Act, the newly 
established Consumer Financial Protection Bureau (CFPB) is in charge  

of this task and has dubbed it the ‘Know Before You Owe’ project. 
During the first phase of the project, the bureau made an attempt at simplifying 

home loan disclosures by combining the Good Faith Estimate (GFE) and Truth in Lending 
Act (TILA) statement into one mortgage disclosure form. Lenders are required to provide 

Initiatives underway at the Consumer 
Financial Protection Bureau seek to 
simplify mortgage documentation to  

restore trust, but will it work?
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borrowers these forms, which include 
loan estimates, within three days after 
application. 

After receiving input from 24,000 
members of the public, mortgage industry 
and market experts in the first phase of 
the project, in early November the CFPB 
released two prototypes of Phase 2 the 
new closing form, which combines the 
HUD-1 Settlement Statement and the 
TILA disclosure forms. The bureau will 
continue to solicit feedback from the 
public until December 21 on the new 
prototypes, which are called Ironwood 
and Hornbeam. CFPB also plans to 
consolidate other new and current federal 
mortgage disclosure requirements, hoping 
to eliminate 50 percent of the paperwork 
involved in the process. 

As a refresher, let’s put these forms in 
perspective. The HUD-1 is required under 
Section 4 of RESPA and 24 CFR part 3500 
(Regulation X) of the HUD’s regulations. 
It is a statement of the actual charges and 
adjustments paid by the borrower and 
seller related to a mortgage settlement. 

Section 4 requires that a HUD-1 be 
prepared and provided to the borrower at 
or before closing. The TILA disclosures 
are required under the statute and under 
12 CFR 226, the Federal Reserve Board’s 
Regulation Z.

Before 2009-2010 RESPA reform, 
the GFE form consisted of one page and 
included itemized principle, interest, 
taxes and insurance (PITI) and cash to 
close. The one page form was considered 
very straightforward and required the 
borrower to sign and acknowledge receipt 
of it. The revised form was increased to 
three-pages and designed to simplify the 
information presented to consumers by 
adding the block format and removing 
the signature line. At the time, the vision 
from HUD officials was that the borrower 

would compare this standard three-page 
form from multiple lenders to make an 
informed decision. The decision to omit 
the signature line from the document was 
to remove a sense of obligation from the 
borrower to the lender for receipt of the 
GFE. Some originators have indicated 
this has translated into consumers not 
feeling obligated to read the information 
on the form since they did not have to 
sign it. Another precipitant behind the 
modifications of 2009-2010, which also 
were designed to help the consumer, was 
to not require them to provide as much 
financial information before making a 
decision about a lender. The reasoning 
was that after providing financial 
documentation once, consumers would 
not want to repeat the process; therefore, 
they would remain with the lender and be 
less likely to shop for better pricing. 

To accompany the Phase 2 feedback 
received from the public, CFPB is 
conducting qualitative testing with the 
prototypes in cities across the country. 
The process includes conversations with 

consumers, lenders, brokers and other 
mortgage industry professionals. The 
CFPB expects to perform four rounds of 
testing and revisions finishing in February 
2012, and then plans to issue draft forms 
for additional public comment as part 
of the notice and comment rulemaking 
procedure in July 2012. 

In a November statement release from 
Raj Date, special advisor to the secretary 
of the treasury on the CFPB, he said, 
“The second phase of our ‘Know Before 
You Owe’ mortgage project is aimed 
at simplifying the federal disclosure 
consumers have to tackle at the closing 
table. Our goal is to help make the costs 
and risks clear at all stages of the mortgage 
process – from shopping for a mortgage 
to signing on the dotted line.” 

The process has proven more 
complicated than anticipated by the 
industry and the bureau alike. While on 
the surface combining the forms seems 
like a sound idea to provide consumers a 
more clear picture of possible fees, there 
are still several areas of concern. 

First, let’s examine some of the issues 
the newly proposed form does address. 

Consumer Signature. The revised 
GFE/TILA prototypes from Phase 1 of 
the project still omit a signature line for 
the consumer. As mentioned earlier, the 
current version of the 2010 GFE does 
not have a signature line and industry 
feedback indicated many consumers are 
less attuned to the page. The combined 
HUD-1/TILA does have a signature line 
to confirm that the borrower received the 
document. A signature line is not included 
on the current HUD-1.

Summary of Loan. This information 
is on the first page of the proposed five or 
six page settlement disclosure document. 
Having a summary of the loan front and 
center gives consumers a clear view of 
the terms of the loan, projected payments 
and closing costs. The subsequent pages 
offer more detail around those specific 
areas. 

There are still some areas of these 
revised forms that concern lenders and 
service providers. These are a few areas 
that will continue to receive some attention 
from the board. 

Important dates. Unlike the previous 
GFE disclosure form, the revised, 
combined GFE/TILA form only offers 
how long the estimate is valid. The form 
does not include a section that informs 
the consumer of when the rate and fees 
expire nor does it include information 
on the number of days after a consumer 
locks the interest rate before they must 
go to settlement to receive that rate. If 
it is a floating loan, the form does not 
indicate how many days before settlement 
they must lock the interest rate. This 
information is imperative to prevent 
misunderstandings regarding the validity 
of the form as well as any possible legal 
complications. 
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We must consider how reasonable it is to 
expect providers to keep up with the form changes 
and modify their systems.
“ “



Timing of issuance. RESPA and TILA 
currently have different timing for the 
issuances of the individual forms. By 
combining these forms, the CFPB will 
need to determine when and how the 
new form should be sent to potential 
borrowers. Typically the HUD-1 must 
be available the day before closing and 
the TILA form is supposed to be issued 
three days prior to closing. As a note, the 
CFPB received comments on this area of 
concern from the industry; however, the 
bureau did not incorporate any proposed 
resolutions. 

Buyer vs. lender selected section. 
With the new RESPA changes in 2010 
came the concept of buyer vs. lender 
selected real estate service providers. 
Consumers were encouraged to shop and 
compare third-party charges for services 
from title agents, closing attorneys and 
pest inspectors for example. 

The HUD-1 includes the real estate 
service providers who ultimately perform 
the services. If these providers were not 
on the lender’s initial Service Provider 
List provided at time of GFE disclosure, 
then the providers were considered 
borrower selected and placed in the 
category “Charges That Can Change” on 
page 3 of the current HUD-1. Currently, 
in this category the lender is not held 
to the 10 percent tolerance. The buyer 
vs. lender selected section has been 
completely removed from page 4 of the 
proposed “Hornbeam” and “Ironwood” 
forms (see below). 

This puts more risk on lenders, who 
now appear to be held accountable for 
third-party providers fees despite the 
fact they may not normally work with 
the provider nor be familiar with their 
fee schedules.

Service provider list. Another 
important feature not addressed on the 
Phase 1 combined GFE/TILA form is 
a detailed list of service providers from 
which consumers can select. A list 
should be included that gives consumers 
the opportunity to shop for and select 
service providers for the loan origination 
process. It remains to be seen if the service 

provider list will still be mandated.
Tolerance violations. With the remov-

al of the “Charges That Can Change” 
category, it appears lenders will be held 
to tolerance violations related to fees 
whether it was borrower selected or real-
tor directed.  Market reality is showing 
that many investors purchasing mort-
gage loans have required all title and 
settlement be held to the 10 percent tol-
erance regardless if it was borrower se-
lected. As a result, lenders will have to 
rely on technology to get accurate fees 
especially as it relates to purchase trans-
actions with realtor directed providers. It 
remains unclear if this will include the 

current Block 6 items as it relates to pest 
and other inspection reports. Transfer tax 
charges appear to remain at a zero toler-
ance and recording fees remain held to 
10 percent tolerance.

The CFPB is still seeking input from 
the public regarding their proposed 
changes to the forms. To borrow from 
the real estate industry on conveying the 
importance of location when it comes to 
selecting a home, when it comes to di-
recting what will be in the final disclo-
sure forms crafted by the CFPB and how 
they are presented to consumers, I en-
courage you all to: comment, comment, 
comment. ❖
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Life
Cloudin the

Many people in the mortgage industry today are 
hearing and reading about cloud technology 
without having a clear understanding of what it 

is and what it means for their business. All they know is 
that “the cloud” is where they need to be. 

Those of us with some experience on this topic 
understand that the only thing new about cloud 
computing is the term itself. The Internet, in fact, is 
itself a “cloud.” So is the local 
power company. And yet, cloud 
computing does describe a very real thing happening – 
albeit slowly – in today’s mortgage industry. We have 
the potential now for anyone in any organization to be 
able to access all the tools and data they need, at any 
time, from anywhere, on nearly any device, without 
the concerns of owning, updating, maintaining and 
supporting expensive software applications. This is, in 
essence, what happens when you move your business 
into the cloud. I know, because I’ve seen it firsthand.

Those of us with some experience on this topic 
understand that the only thing new about cloud 
computing is the term itself.

By Martin Williams



When I started my own mortgage 
company back in 1995, Millennia Mort-
gage, I knew technology would play a 
major role. The predominant business 
model at the time was staffed independent 
loan agents in a regional office, sourcing 
business on their own. Our focus was on 
cash-out financing via 1st and 2nd TD 
loans. These types of loans were highly 
valued by the customer, easy to explain, 
and could be processed with relative ease. 
By deploying a marketing campaign con-
sisting largely of direct mail and radio 
ads, we recommissioned our sales agents 
under a call center structure, fielding in-
coming phone calls from across the coun-
try, qualifying borrowers over the phone, 
and processing by mail and fax. We had 
effectively adopted the model of “loans-
by-phone” across state lines.  

We first looked toward employing cus-
tomer management and origination tools. 
Of course, there were plenty of mort-
gage software offerings and loan origi-
nation software systems to choose from, 
but none of them focused on the contact 

management or customer relationship 
management (mortgage CRM software) 
component of the sale. At the time, even 
generic stand-alone CRM tools were in 
short supply in the industry. There was 
ACT!, which many of our competitors 
were using, but we knew its limitations 
first hand, especially when it came to in-
tegration with loan origination software.

That’s when we began taking steps 
to develop our own loan origination 
software, which later would become our 
VCO Lend product. Initially, however, 
it began as a mortgage contact manage-
ment application. Millennia was soon 
doing a large amount of volume with 
an average application pull-through ra-
tio above 20 percent, and we needed a 
system that could manage all those con-

tacts. Equipped with a college education 
in computer science, I started program-
ming.  I actually created our contact man-
agement software myself in Microsoft 
Access, as well as creating many of its 
design elements. (After a year and a half 
of this, however, I started hiring contrac-
tors – they were simply better than I!)

While we were developing our con-
tact management solution, we began 
encountering another problem with the 
loan origination software we were using 
at the time. After we ran a borrower’s 
credit, there was no way to integrate the 
results into the loan origination software – 
someone actually had to type in all those 
credit card balances. By 1997 we had had 
enough, so we built a software module that 
allowed our staff to order credit and have 
the results integrated with our loan origi-
nation software. Streamlining this single 
task measurably improved our workflow, 
and helped define a company culture of 
innovation. Throughout our history, we 
embraced technology as a means to refine 
workflows, increase turn-times, create 

transparency, enhance customer relations, 
manage costs and ultimately yield a much 
better bottom-line.

Our next step was developing mar-
keting campaign management and lead 
distribution tools. Pretty soon we had as-
sembled an in-house software develop-
ment team and were building custom loan 
origination software straight from the 
ground up. Around the same time, Millen-
nia Mortgage moved to mortgage bank-
ing, so we began building tools within the 
loan origination software that would en-
able us to effectively manage all aspects 
of banking. Gradually we added business 
intelligence, workflow management, and 
business rules that governed security and 
data integration. A further step was inte-
grating our system with third-party ven-

dors, which created additional efficiency 
and time savings. 

Piece by piece, we were creating from 
scratch all the major components of the 
mortgage production chain. At every step 
along this development path, we knocked 
down one inefficient task after another, 
shaving precious time off the mortgage 
production process while creating com-
pany-wide transparency

By 2003, Millennia had grown from 
a mere startup to a robust company em-
ploying over 125 employees producing 
400 loans a month. It was around this 
time where we began our migration to a 
virtual, paperless office engaging Citrix, 
the leader in desktop virtualization. Ci-
trix allows businesses to virtualize both 
the server structure and the user experi-
ence. By centralizing our hardware and 
software in a securely protected co-loca-
tion facility, we broke free of the physi-
cal constraints of traditional IT infra-
structures and office space. Empowered 
with our proprietary electronic document 
management system, our staff could now 
login remotely from home or a laptop, 
have the identical user experience they’d 
expect while sitting at their office desk, 
but also have a client’s complete paper-
less loan file callable from directly with-
in the loan origination software. We had 
enabled any employee with an Internet 
connection and a web browser to perform 
their job from any point on the globe. By 
all accounts, Millennia was operating in 
“the cloud,” so to speak.

This was right before the Orange 
County, California mortgage industry 
began experiencing explosive growth. 
The recession of 2001-2002 had set ev-
eryone back a bit, but by 2004 things 
in the mortgage business really started 
heating up. The competition for quality 
operations staff was extremely intense; 
the best were demanding up to $20,000 
signing bonuses. By moving Millennia 
to a paperless, virtual environment, we 
didn’t have to rely solely on the Orange 
County labor market. Our operations 
were now cloud-based and no longer 
tethered to a geographic location, which 
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We have the potential now for anyone in any 
organization to be able to access all the tools  
and data they need, at any time, from anywhere.
“ “





meant we could hire anywhere. Aided 
by cost-of-living differences, we could 
bring on high-quality personnel living 
in places like Minnesota at a fraction of 
the price. 

At the same time, our evolving tech-
nology platform allowed us to parse out 
our loan workflow with such refinement 
that we were able to contract out more 
and more work. While our competitors 
muddled with conventional linear work-
flows that were labor intensive and high 
cost, we were able to automatically as-
sign tasks commensurate with pay grade, 
thereby maximizing the utility of highly 
compensated staff. For instance, business 
rules and queuing logic within our loan 
origination software system ensured pro-
cessing assistants received the bulk of the 
heavy lifting, while processors and under-
writers could focus on work more in line 
with their level of expertise. Underwriters 

and assistants were hired on a contract 
basis, and paid on a per task basis, to en-
gage at times of peak production, effec-
tively responding to production backlogs 
and keeping turn-times inside of 24 hours. 
Our self-assigning queuing technology 
would email contractors, enticing them 
with variable bonus incentives that were 
tracked, reported upon and tallied for pay-
roll accounting. 

In a 24/7 environment, contractors 
could work on their own time and didn’t 
have to quit their day jobs – they could 
work at night from home. By staffing with 
full time employees to meet production 
lows, and engaging contractors to man-
age the surges, we achieved a high level 
of staff-production utility. Everything 
– all the data, documents and software 
– stayed on our system. The underwrit-
ers couldn’t download anything or print 
anything. They didn’t need to. When the 

underwriters’ analysis came back in the 
morning, everything was stipped out, and 
the checklists and findings were handled 
by our processors and assistants. Every-
thing happened electronically. 

Meanwhile, each Millennia ops 
staff member had his or her own pipe-
line management screen within the loan 
origination software system. At a glance 
they could quickly see what needed to be 
done and done first, whether it was re-
questing a demand, ordering an apprais-
al, opening up title and escrow, signing 
off on a satisfied condition, or anything 
else. At the same time, our assistants, 
configured into three levels, would track 
down the multitude of conditions on a 
file, including making borrower contact 
for outstanding key documents, a benefit 
the sales agents truly appreciated. Our 
development of task and file queuing, 
empowered with paperless, allowed us 
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to move away from the linear structure 
of file management so multiple people 
were able to work on the same file at 
the same time. This created even great-
er staff efficiencies, because there was 
less waiting around for something else 
to happen before someone could get to 
work on the file.

In 2004 we embarked on the last key 
component on the underwriting side: 
an automated underwriting and pricing 
engine. Fortunately, one of our inves-
tors, GMAC, granted us a large sum of 
money to invest in this technology. We 
interviewed all the prevalent vendors at 
the time, but rather than lease their tech-
nology, we opted to purchase the code 
and further engage them to build our first 
generation AUS just the way we wanted 
it, completely integrated with our propri-
etary loan origination software.  

With exceptional ease, we could take 
a borrower profile and come back with 
all the different loan programs that the 
customer qualified for, stacked, con-
ditionally approved and priced side by 
side. Once a loan product was selected, 
it was downloaded into the loan origina-
tion software along with the loan terms, 
end price, and a conditional loan approv-
al. Callbacks to the AUS were facilitated 
at the click of a button, enabling under-
writers to routinely validate approvals 
and pricing in the midst of guideline and 
pricing changes. Approval certs were 
produced and loaded directly into the 
paperless loan file, while automated AU 
integrations for certification were main-
tained with key industry investors.  

What were the results of implement-
ing a virtual “cloud?” These innovations, 
over the course of an 18-month develop-
ment and implementation period, ulti-
mately shortened the loan life cycle by 
40 percent, reduced the costs of opera-
tions staff by 35 percent, doubled loan 
volume, and improved profitability as a 
function of basis points by 33 percent. 
Loan agents were thrilled with turn-times 
and accountability, customers were hap-
py, underwriters were satisfied with con-
trols, processors were funding over 100 

loans per month, managers could lead, 
and everyone was making more money. 

By 2005, 60 percent of Millennia’s 
operations staff were working remotely 
from home, plus 20 percent of our sales 
force. We had grown to doing business 
in nearly every state and had a fully-in-
tegrated advanced call center telephony 
solution. We were one of the first com-
panies to develop electronic loan deliv-
ery to secondary market investors. And 
from all the evidence we could gather, 
Millennia Mortgage had become the first 
end-to-end paperless mortgage bank-
ing operation in the industry. While we 
didn’t call it that at the time, without our 
“cloud” technology, none of this would 
have been possible.

By the time Millennia shuttered its 
lending operations in 2007 – an event 
tied directly to market forces – the com-
pany’s staff of 250 people were producing 

upwards of 800 retail loans a month. Re-
gardless of Millennia’s fate, I knew, as did 
many of my colleagues, that we had some-
thing special with our technology. Acris 
Paperless Solutions started out in 2005 as 
simply an electronic document manage-
ment company, and in 2011 we changed 
the name to Acris Technology, incorpo-
rated all of Millennia’s technology, and 
launched Mortgage VCO, a comprehen-
sive and affordable suite of cloud-based, 
mortgage office management products 
available to lenders nationwide.  

So while I’m no longer running my 
own mortgage company, I’m passionate 
about helping other lenders realize the 
full benefits of cloud technology. You 
might imagine that when I talk to these 
lenders, one of most compelling things I 
can say is that I’ve lived in the cloud my-
self. And let me tell you, the view from 
up there is amazing. ❖
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banking office. Mortgage VCO provides everything necessary to run in the cloud.
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