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Editor’s NotE

Try New Things

There’s a lot of talk about social media and multimedia these days. Why? Especially with all the new rules and regulations, 
lenders need more education. They have to be ready. So, we in the education business have to respond. The good news is that we 
are responding.

I’m fortunate to be involved in a weekly radio program called Lykken on Lending. I discuss technology, but the show as a 
whole discusses literally everything mortgage related. Created by mortgage professionals for mortgage professionals, Lykken on 
Lending is a weekly 60-minute radio program hosted by mortgage veteran, David Lykken. Joining the program each week is Alice 
Alvey providing a legislative update, Joe Farr with a market update, Andy Schell (a/k/a “The Profit Doctor”) providing valuable 
information on financial management and me, like I said earlier, talking technology. Also, each week there’s a special industry 
guest. It’s a great thing for our industry and I encourage everyone to listen in.

Also, Interthinx is a big player in the multimedia education world. Interthinx will continue its audio podcast “Direct from DC” 
featuring Ann Fulmer. The company began the monthly four-minute program a year ago to shed light on legislative and regulatory 
developments in Washington that would impact the mortgage lending industry. Ann Fulmer is vice president of industry relations 
at Interthinx.

“We enjoy the ‘Direct from DC’ podcast and appreciate getting Ann’s take on the news from Washington and what it might 
mean to our business,” said Christine C. Rhea, president of Mortgage Investors Group, Knoxville, Tenn. “The podcast format is 
convenient, and we look forward to receiving the program.

“The podcast has been a great tool for sharing information with the industry,” Fulmer said. “I enjoyed creating the show, and 
I’m pleased the company will continue to produce the program.”

According to a 2011 study conducted by Edison Research and Arbitron entitled “The Infinite Dial 2011, Navigating Digital 
Platforms,” 25 percent of all Americans have listened to at least one audio podcast, and 31 million Americans have listened to a 
podcast within the past month. Similar to Internet radio, audio podcasting has grown over the past few years, especially among 
busy executives who can listen to a podcast while working. ❖

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?

In order for servicers to better deal with 
their inventory of loans and best serve the 
borrower in a compliant fashion, they need 
total visibility.

Your Voice - BY TYler Sherman

Servicers Need Help, Too

Certainly there is much talk about originations and originators have much to be concerned about, 
but so do mortgage servicers. We cannot forget that if we as an industry don’t deal with the 
record defaults coming our way, industry recovery will be continue to be far off. And these 

distressed properties are causing a lot of issues for our industry to work through.
Specifically, according to numbers compiled by CoreLogic, distressed sales remain a source of sig-

nificant risk. It is estimated that unrealized recoveries on suspicious short sale transactions may be cost-
ing lenders as much as $375 million per year. 

CoreLogic goes on to say that unscrupulous investors, unethical real estate agents and other fraudu-
lent loan actors in the mortgage application process are targeting distressed borrowers and arranging 
same day flips through the foreclosure and short sale processes. 

With the volumes of distressed real estate and rate of suspicious flip transactions continuing at near-
record levels, lenders are being forced to cope with more of these risky transactions where information 
related to other potential offers is intentionally withheld. Most of the suspicious flip transactions appear 

to be well executed events with investment 
company buyers responsible for a dispropor-
tionate percentage of these risky transactions.

On top of this, the government is placing 
new rules on servicers that make it even hard-
er for them to work through their distressed 
inventory. For example, Mortgage servicers 
must provide a single relationship manager to 

borrowers being evaluated for a Home Affordable Modification Program trial by Sept. 1, according to 
guidance released by the Treasury Department Wednesday.

The guideline is required of the 20 largest servicers participating in HAMP, and it is one of the larg-
est adjustments to the program since its inception in March 2009. Since then, more than 670,000 bor-
rowers received a permanent loan modification, and more than 1.8 million trials have been extended.

Servicers need help dealing with the big issues of the day. Well, help is out there. In order for ser-
vicers to better deal with their inventory of loans and best serve the borrower in a compliant fashion, 
they need total visibility into their operation. Business intelligence technology can go a long way in 
helping inundated servicers today.

There is an infinite amount of data available to servicers today, but managing that data and turning 
it into actionable information can be a difficult task for any company.  Business Intelligence tools com-
bine the data from your collective systems and allow users to instantly access relevant information and 
apply powerful analytics for use in forecasting and performance monitoring. These tools also provide 
real-time access to key performance indicators, scorecards, executive and employee dashboards, and 
on-demand dynamic reporting for mortgage servicers, originators, and vendors supporting the mortgage 
community.  The goal is to shift the culture of servicers from being reactive to being more proactive.

Here are just a few ways that business intelligence technology can greatly benefit mortgage 
servicers: 
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Default Management Analytics - 
Servicers and their originator partners 
can view default management analytics 
in real time and across multiple dimen-
sions (in other words by investor, loan 
purpose, county or zip code, default 
status, loan type, special loan criteria 
bond program, 1st time borrower pro-
gram, etc.).  

Fannie and Freddie Reporting – Al-
though some servicers are still doing this 
reporting manually, reporting to Fannie 
and Freddie can be automated through 
a good business intelligence tool. Ser-
vicers are required to report on their 
different programs to discuss possible 
disposition, including loan mods and then the lender is rated on 
whether or not they salvage the loan.  Business intelligence tools 
provide the ability to self-monitor the overall activities of the 
servicing in comparison to the guidelines outlined by the GSEs, 
thereby basically creating an internal scorecard to align with the 
requirements of the agencies.

Data Management – Business intelligence technology un-
derscores the importance of data intelligence, transparency and 
accountability. Through the use of this technology servicers can 
better understand how loans are performing and find themselves 
well equipped to measure that performance. There are massive 
amounts of data to manage so managing by exception is the most 
efficient and effective means of evaluating this data.

Managing All Stakeholders – Managing vendor and investor 
relationships doesn’t have to be difficult. Vendors that servicers 
interact with may include attorneys, property management (ren-
ovations, preservation, inspections and maintenance), AVM ven-
dors, realtor relationships, appraisers, etc. Business intelligence 
technology can proactively alert all stakeholders with status up-
dates, exception reports, trending analysis, and monthly report 
cards to keep all parties on the same page.  Managing all of these 
parties without a good tool can be next to impossible.

Combining Disparate Systems - Connecting to multiple data 
sources is critical, and there is a glaring need in the industry to 
connect the LOS with the servicing system. By using historical 
default metrics, a lender can proactively predict the default risk 
factors of a newly originated loan. Tying origination and servic-
ing systems together to ensure that the lender has a complete 

perspective of each borrower and to an-
ticipate early default is made possible 
with business intelligence technology.

Risk Management - Servicers also 
need insight and foresight into risk. 
They need the ability to be proactive 
rather than reactive after the fact. Being 
able to predict and anticipate loan per-
formance creates a significant market 
advantage and this technology provides 
that ability. 

Delinquency Reporting - Business 
intelligence technology enables ser-
vicers to manage delinquency through 
specialized reporting that includes trend 
analysis, regional focus, special mort-

gage counseling initiatives, and other dimensions to assist in a 
proactive approach to handling delinquency trends. Servicers 
can also manage expectations and levels of work (SLAs) within 
departments (handling escrow analysis, managing customer ser-
vice call levels, boarding and transfer of loan servicing rights), 
through the use of reporting automation.

Servicer Performance - Let’s also not forget that servicers 
are judged on their performance by the investors and good busi-
ness intelligence can help them proactively measure their per-
formance real time and report accordingly. Servicers can allow 
investor access to their scorecards, dashboards, and reports to 
proactively communicate loan status and updates.

In the end, the ability to visualize real-time data in a succinct 
manner to evaluate the overall portfolio performance by the vari-
ous dimensions can make all the difference. Servicers need a 
complete view of their loans by loan type, programs, investor, 
state, county, MLS, origination date, origination channel, etc.

Business intelligence technology enables servicers to tie loan 
performance with pool performance. Servicers also now have 
the ability to tie loan performance to accounting disbursements 
(Actual/Actual, Scheduled/Scheduled and Actual/Scheduled) in 
order to manage funds and disbursements.

The point of this discussion in a nutshell is to say that with 
originations at a 15-year low this year, the focus should include 
servicing. The good news is that business intelligence technol-
ogy can bridge the information gap between originators and ser-
vicers and can be used by both to solve many problems that we 
as an industry face today. ❖

Tyler Sherman is the CEO of Motivity Solutions—the mortgage industry’s leading provider of business intelligence. Tyler 
has more than 15 years of sales, marketing and executive leadership experience within the mortgage industry. Before 
founding Motivity Solutions, Tyler was a co-founder of mortgage lender Watermark Financial Partners.

There are massive 
amounts of 

data to manage 
so managing by 
exception is the 

most efficient and
 effective means 

of evaluating 
this data.
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Are You Cutting Corners?

A consumer centric origination system  
might be less dependent on the standard  
parameters by which a mortgage has  
traditionally been originated.

RecoveRy Tips - By Jeff WiRsing

Solving Our Problems

Last issue I started to tell you about how we can fix the origination process. Now, let’s stay on this 
topic. 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? Here are my three critical 

suggestions:
Critical Suggestion #1: The Originators Job is to Originate Loans, Not Define The Customer Ex-

perience. Stop Letting The Tail Wag The Dog
The creation of the secondary mortgage market triggered the creation of independent mortgage 

banking firms. They in turn built revenue generating machines by using highly effective commission 
based sales people. The unintended consequence of this model is that it put too much power in the hands 
of the Originator. 

Mortgage Bankers, reluctant to over-manage (or manage at all) the very individuals who were bring-
ing in the money, have allowed individual originators to define the company they work for. Mortgage 
origination companies lack the power to truly effect change at the consumer level because they fear 

the negative push-back from their originators 
(who, naturally, resist change).

Critical Suggestion #2: The Mortgage In-
dustry Needs To Re-Invent Itself. Stop Brand-
ing The Mortgage Industry in a Negative 
LIght.

No financial services business would set 
out to create a marketing strategy using the 
message that its customers should be distrust-

ful of the service provider or expect that the experience is going to be bad. But that’s exactly what the 
mortgage industry has done. I noticed a new television ad recently by a major bank which touts its, “Anti 
pull out your hair, steal a bus and drive off a cliff loan.”

The industry has trained consumers to expect the worst. You can be the best and most reputable 
mortgage company in the U.S. but if the industry is branding itself in a negative light you are fighting an 
uphill battle and will lose enormous amounts of money simply because consumers have a trust issue.

Stop Selling A Commodity And Begin Selling Professionalism -
As an industry, mortgage origination is a service rather than a product that the consumer can touch 

and feel. But mortgages are sold, and marketed, as a product and NOT as a service. As such, it is difficult 
to differentiate one mortgage originator/Lender from another. The act of getting a mortgage has been 
so severely commoditized that the process has been reduced to something as unimportant as stopping at 
the grocery store on the way home from work to buy milk, eggs. 

Create a New Value Proposition: The mortgage industry, along with help from the media, has cre-
ated as its “unique sales proposition” the message that all a consumer needs to know is the importance 
of comparing rates and pitting one lender against another. 

Judging from the financial damage millions of homeowners have suffered clearly this wasn’t suf-
ficient to make a real change.
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Critical Suggestion #3: The Mort-
gage Industry Needs to be 100% focused 
on the Consumer.

Setting aside the need for improve-
ments in fraud detection, I think we’ve 
done a pretty good job as an industry 
when it comes to creating products and 
systems which efficiently facilitate the 
creation of a mortgage backed asset (i.e. 
originating, processing, pricing, under-
writing, closing and delivering etc.). 
What hasn’t changed (some would say 
it’s changed for the worse) is the point-
of-sale interaction between the consum-
er and the LO.

The point-of-sale act of originating a 
loan is a critical step within the mortgage industry. It is some-
thing that origination companies and front-line originators own. 
I believe that true change in the mortgage industry (i.e. improv-
ing consumer confidence and regaining our credibility etc.) be-
gins with the Loan Originator. And to truly improve the quality 
of MBS we should begin at the point-of-sale as well.

Consider this, if mortgage borrowers never defaulted the 
meltdown wouldn’t have occurred and none of the regulatory 
and legislative changes would have been necessary. You may 
be thinking that’s a very simplistic statement. And you may be 
right. But that doesn’t make it any less true. So how is it that, 
among the multitude of changes which were forced on the mort-
gage industry, there has been nothing proposed which focuses 
on what is arguably the most important link in the MBS chain, 
namely the consumer?

At the present time, the origination process begins by asking 
and answering the question, “What product and maximum loan 
amount does the borrower qualify for?” But what if the origina-
tion process began by asking and answering the question, “What 
product and strategy will put the borrower in the safest possible 
financial position?” 

What if the point-of-sale origination process supported the 
premise that the consumer, the loan originator, the mortgage com-
pany, investors in MBS and Wall Street are better served when the 
mortgage strategy seeks to put the Borrower in the safest possible 
position? What if the act of getting a mortgage began, and ended, 
with the question…“Is this loan good for the client?”

The question then becomes what would such an origination 

process look like? Such a system might 
ask questions like:

<<< Does this loan position the 
Borrower to better manage a financial 
set-back or avoid putting their financial 
safety at risk?

<<< Does this loan give the Bor-
rower greater financial choices and 
flexibility?

<<< Will this loan create a strategy 
to eliminate non-mortgage debt and/
or improve cash flow for saving and 
investing?

<<< Will this mortgage facilitate the 
Borrower’s ability to stay current and 
help put them in a position to pay it off 

sooner?
A consumer centric origination system might be less depen-

dent on the standard parameters by which a mortgage has tradi-
tionally been originated (i.e. ratios and credit history etc.). Rath-
er than looking backward (at what a borrower has done in the 
past) what if it looked forward and measured the quality of the 
mortgage asset by assessing the Borrowers strategy for meeting 
their obligation by scoring their financial foundation and then 
designing a mortgage strategy that improves it and their commit-
ment to meeting their obligation?

The Real Problem: But perhaps a bigger issue is one that in-
volves asking whether the point-of-sale mortgage origination in-
dustry has the ability and the desire to effect a real change?  With 
the combination of mortgage companies giving their power to 
Originators, and the Originators natural tendency to cling to the 
current system, it’s not surprising that real change, (meaning 
change from within the industry), hasn’t occurred. 

The post-meltdown mortgage origination industry as a whole 
is made up of highly skilled individuals who truly care about the 
consumer. But that’s not enough. 

If the industry is ever going to be more than just a sales arm 
of Wall Street it will need to come together and fundamentally 
re-define itself.

Individually Mortgage Originators can do good things for 
consumers. But to make a collective change it will be neces-
sary for forward thinking mortgage companies to take the lead 
and fundamentally re-invent that part of the origination process 
which they own, namely what happens at the point of sale. ❖

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.

The post-meltdown 
mortgage origination 

industry as a 
whole is made up 

of highly skilled 
individuals who 
truly care about 

the consumer. But 
that’s not enough.
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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

No Signs Of Hope Yet
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We are all hoping for some good news this 
year in terms of the housing recovery, 
but niot much has come our way yet. For 

example, CoreLogic  released its October Home 
Price Index (HPI) which shows that home prices 
in the U.S. decreased 1.3 percent on a month-over-
month basis, the third consecutive monthly decline. 
According to the CoreLogic HPI, national home 
prices, including distressed sales, also declined by 
3.9 percent on a year-over-year basis in October 
2011 compared to October 2010. This follows a 
decline of 3.8 percent in September 2011 compared 
to September 2010. Excluding distressed sales, year-
over-year prices declined by 0.5 percent in October 
2011 compared to October 2010 and by 2.1 percent 
in September 2011 compared to September 2010. 
Distressed sales include short sales and REOs.

“Home prices continue to decline in response 
to the weak demand for housing. While many 
housing statistics are basically moving sideways, 
prices continue to correct for a supply and demand 
imbalance. Looking forward, our forecasts indicate 
flat growth through 2013,” said Mark Fleming, 
chief economist for CoreLogic.

Highlights as of October 2011:
<<< Including distressed sales, the five states 

with the highest appreciation were: West Virginia 
(+4.8 percent), South Dakota (+3.1 percent), New 
York (+3.0 percent), District of Columbia (+2.4 
percent) and Alaska (+2.1 percent).

<<< Including distressed sales, the five states 
with the greatest depreciation were: Nevada (-12.1 
percent), Illinois (-9.4 percent), Arizona (-8.1 
percent), Minnesota (-7.9 percent) and Georgia (- 
7.3 percent).

<<< Excluding distressed sales, the five states 
with the highest appreciation were: South Carolina 
(+4.6 percent), Maine (+3.1 percent), New York 
(+3.1 percent), Alaska (+2.9 percent) and Kansas 
(+2.8 percent).

<<< Excluding distressed sales, the five states 
with the greatest depreciation were: Nevada (-8.8 
percent), Arizona (-7.0 percent), Minnesota (-5.7 
percent), Delaware (-3.9 percent) and Georgia (- 
3.6 percent).

The CoreLogic HPI incorporates more than 30 
years’ worth of repeat sales transactions. ❖





Process ImProvement - By tony GarrItano

A Lot Has Changed
Many aspects of mortgage lending have changed recently, none more than 
appraisals. But have those changes improved the space?

First there was HVCC. Then Dodd Frank and the new Interagency Guidelines. And now there’s 
the UAD and UCDP delivery. Is the appraisal industry any better for the changes? I don’t claim 
to be an appraisal expert, so I talked to leading appraisal experts and asked them to speak can-

didly when answering questions such as: 
What are the causes of the appraisal industry’s difficulties?
Are the industry’s problems inherent to subjective evaluations or is there something that can be 

done to gain more objectivity in determining value? 
Whose responsibility is it to increase accuracy and reliability in valuations, and what — if anything — 

can lenders, technologists, appraisers and AMCs do to help elevate the quality in property valuations?
First, I talked to Jeff Bradford, the founder and CEO of Bradford Technologies, creator of appraisal 

industry software and parent company of AppraisalWorld, a community of appraisers approved to 
provide the collateral valuation report (CVR), a residential valuation product using regression analysis, 
about the net-net impact of these changes. I wanted to know if he thought the mortgage industry is 
better or worse off.

He said, “In general the industry is better off because it’s headed in the right direction. But in the 
short term, HVCC for instance, had a devastating effect on the appraisal profession. Fees were dra-
matically reduced; long term, trusted relationships were severed and replaced with AMCs (appraisal 
management companies); and many qualified appraisers left the profession for better paying jobs. The 

introduction of UAD (uniform appraisal dataset), on 
the other hand, sets the course for the industry to start 
focusing on the valuation data and reliability of the 
valuation. It starts the movement toward data analysis 
and statistically supported valuations and away from 
three comparables and a reconciled “opinion” of value, 
which is major step forward for the industry.”

Following this exchange I asked Jeff: What are the causes of the appraisal industry’s difficulties? 
He answered, “One could write a book here, but in short, it’s the narrow range of appraisal forms and 
the mass production and standardization of information on those forms, which has basically served to 
stymie innovation within the industry. 

“The GSEs dictate the forms and appraisers have to do the best they can to fit their valuation into the 
prescribed reporting format. Because an entire industry has been built around the filling, transmitting 
and reviewing of the forms, it’s now almost impossible to deviate—which of course means that it’s al-
most impossible to innovate—outside of the form’s framework, even when that would mean producing 
better, more reliable appraisals.”

The people in the trenches when it comes to the new rules are the appraisal management com-
panies. They have to make sure their appraisers are compliant. So, I talked to Jennifer Creech, CEO 
and president of AMC InHouse, about this issue. I asked her: How is the industry doing in terms of 
compliance? 

She noted, “The first three or four months were tough on appraisers. They didn’t understand what 

The introduction of UAD, on the other 
hand, sets the course for the industry 
to start focusing on the valuation data.
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to do so it delayed the delivery of the file. Appraisers could cre-
ate a PDF but they had problems creating the XML. With any 
new technology there are bugs that have to be worked through. 
We mandated xml earlier than most and are fully integrated to 
the portal, so I think we’ll be better off. Things will speed up as 
appraisers get more familiar and we’ll also be able to pull more 
data from the transaction that will enable us to isolate good and 
bad appraisers.”

Greg Reynolds, Managing Director of A-1 Closing Ser-
vices, an appraisal management company in Dallas, Texas, 
took a historic approach to the change 
in the appraisal space. When I asked 
what caused the mess in the appraisal 
space to begin with he said, “Let’s take 
a look at the two most prominent hous-
ing fiascos in the past 30 years. They 
have each resulted in sweeping apprais-
er regulation. After the S&L debacle of 
the late ‘80s, the agencies developed 
FIRREA, which had a significant im-
pact on appraisers – in fact, FIRREA 
and Title XI were responsible for state 
appraiser licensing laws. And now, in 
the wake of the greatest housing crash 
since the Depression, the agencies, the 
GSEs, and our national legislature have 
yet again instituted regulation aimed at 
“correcting” appraisal deficiencies. In both of these cases, ap-
praisal fraud was only a minor component of the calamity. In 
fact, in the most recent crash, it could be argued that appraisals 
bore less responsibility than the rampant appetite for RMBS. 
In the frenetic heyday of our most recent mortgage fiasco, par-
ticularly between 2005 and 2007, the quality of the loans un-
derlying these securities mattered little. As long as loans were 
pooled and had the rating agencies’ stamp of approval, they 
were sold as fast as they could be bundled. This naturally drove 
demand for housing to unprecedented levels, which in turn 
drove home prices up. This kind of demand, spawned in large 
part by unqualified borrowers being allowed access to funds 
they shouldn’t have, is unsustainable. A significant downturn 
was inevitable.” 

On a positive note, all of this change has opened the door 
for true innovation. Jennifer Miller, President of valuation 

technology provider a la mode’s Mortgage Solutions Division, 
put things into perspective by saying, “We think technology 
has been integral in making these shifts possible because the 
bulk of the changes required the use of technology. Mercury 
Network is fortunate in that our development staff has tremen-
dous experience in appraisal workflow. That development and 
industry experience, and our presence on the desktop of over 
half the nation’s appraisers, was critical in being able to de-
liver the compliance tools our clients need. For example, we 
are able to raise the awareness that Native XML was hugely 

important and that a PDF scraping so-
lution wouldn’t work. We feel our ef-
forts were successful, and it gave us the 
opportunity to showcase our reliable, 
experienced, and innovative technol-
ogy. So while I think that the effect of 
the changes are yet to be determined, 
the role of technology was critical to 
even implement the changes, and it al-
lowed for us to grow.”

In the end, we have to ask ourselves 
what all this change has meant to the 
lender. Afterall, they are originating the 
loans and they’re stuck with the buy-
backs. So get answers to these ques-
tions I turned to Betty Graham, SVP 
of Operations at mortgage lender Fair-

way Independent Mortgage Corporation. I asked her what she 
thought of all the changes in the appraisal space. 

She responded, “HVCC, I believe was a positive. It allows 
the appraisers to complete an appraisal without coercion and 
stress to come up with a value. In terms of UMDP, I’m not sure 
where that’s going to lead us. 

“The biggest question is the intent of Fannie and Freddie. 
We’re just waiting to see what they do with all this XML data. 
But let’s face it, the industry has endured many changes over 
the last few years. Any time you have change there is a period 
where people have to adapt. We’re in an environment where we 
have to embrace technology. With all these changes technology 
is what will help us continue to grow and remain compliant.”

I agree with Betty, lenders have to automate. And in the end, 
maybe the new automation will be for the better and improve the 
whole lending process, we’ll just have to wait and see. ❖

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.

Let’s face it, 
the industry 

has endured many 
changes over 

the last few years. 
Any time you have 

change there is 
a period where people 

have to adapt.
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Future trends - By roger gudoBBa

On Intelligence – Part 2
The brain’s architecture has a great deal to tell us about how the brain really 
works and why it is fundamentally different from a computer.

Continuing from our discussion last month, neural networks have been around since the late 
1960s. Neural networks were a genuine improvement over the AI approach because their 
architecture is based, though very loosely, on real nervous systems. Brains are made of neu-

rons; therefore, the brain is a neural network. 
While neural nets grabbed the limelight, a small splinter group of neural network theorists 

built networks that didn’t focus on behavior. Called auto-associative memories, they were also 
built out of simple “neurons” that were connected to each other and fired when they reached a 
certain threshold. When a pattern of activity was imposed on the artificial neurons, they formed a 
memory of this pattern. The most important property is that you don’t have to have the entire pat-
tern you want in order to retrieve it. Second, unlike most other neural networks, an auto-associate 
memory can be designed to store sequences of patterns. This feature is accomplished by adding 
a time delay to the feedback. With this delay, you can present an auto-associative memory with 
a sequence of patterns and it can remember the sequence. This is how people learn practically 
everything, as a sequence of patterns. Jeff proposes that the brain uses circuits similar to an auto-

associative memory to do so.
But neural networks and the Artificial 

Intelligence (AI) movement were competi-
tors, for both the dollars and the mind share 
of the agencies that fund research. AI actively 
squelched neural network research.

During the computer age, the brain has 
been viewed as a particular type of machine, the programmable computer. There is a largely ignored 
problem with this brain-as-computer analogy. Neurons are quite slow compared to transistors in a 
computer. A basic computer operation is five million times faster than the basic operation in your 
brain. The most fundamental problem with most neural networks is a trait they share with AI pro-
grams. Both are fatally burdened by their focus on behavior. 

Jeff Hawkins believed that any theory or model of the brain should account for the physical archi-
tecture of the brain. This was essential to understanding the brain and how it relates to intelligence. 
The other key points were the inclusion of time in brain functions and the importance of feedback. 
The vast majority of AI, neural network, and cognitive scientists ignored time and feedback.

Let’s start with the architecture. Jeff felt we should focus on the neocortex or its shorter moniker, 
the cortex. Every part of the brain has its own community of scientists who study it and the sugges-
tion that we can get to the bottom of intelligence by understanding just the neocortex is sure to raise 
a few howls of objection from communities of offended researchers. Granted the brain consists of 
many parts and most of them are critical to being human. Jeff’s counter argument is that he is not in-
terested in building humans. He wants to understand intelligence and build intelligent machines. To 
build machines that are undoubtedly intelligent, but not exactly like humans, we need to understand 
the part of the brain that is strictly related to intelligence.

Almost everything we think of as intelligence- perception, language, imagination, mathematics, 

A basic computer operation is five million 
times faster than the basic operation in 
your brain.
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art, music and planning occurs in the neocortex. When you 
think about it, we teach our children that humans have five 
senses: sight, hearing, touch, smell and taste. We really have 
more. Vision is more like three: motion, color and luminance. 
Touch has pressure, temperature, pain and vibration. They all 
enter our brain as streams of spatial patterns. Brains are pat-
tern machines. The idea that patterns from different senses are 
equivalent inside your brain is quite surprising, and although 
well understood, it still isn’t widely appreciated. This is the 
model of the neocortex. Take six business or playing cards and 
stack them. The six cards are about 2 millimeters thick. Func-
tionally they are arranged in a branching hierarchy. It has noth-
ing to do with their physical arrangement. What makes one re-
gion higher or lower is how they are connected. Lower regions 
feed information up by way of a cer-
tain neural pattern while higher areas 
send feedback to the lower regions 
using a different connection pattern. 
Once you understand how intercon-
nected the senses are, you are drawn 
to conclude the entire neocortex, all 
the sensory and association areas, act 
as one.

There are four attributes of neo-
cortical memory that at fundamental-
ly different from computer memory:

<<< the neocortex stores se-
quences of patterns

<<< The neocortex recalls patterns auto-associatively
<<< The neocortex stores patterns in an invariant form
<<< The neocortex stores patterns in a hierarchy
An adult human neocortex has an incredibly large memory 

capacity. We can only remember a few things at any time and 
can only do so in a sequence of associations. Here is a fun 
exercise. Try to recall details from your past, details of where 
you lived, places you visited, and people you knew. You can 
always uncover memories of things you haven’t thought of 
in many years. Most of the information is sitting there idly 
waiting for the appropriate cues to invoke it. An auto-asso-
ciative memory system is one that can recall complete pat-
terns when only given partial or distorted inputs. This can 
work for both spatial and temporal patterns. Artificial auto-
associative memories fail to recognize patterns if they are 

moved, rotated, rescaled or transformed in any of a thousand 
other ways, whereas our brains handle these variations with 
ease. The third major attribute of neocortical memory is how 
it forms what are called invariant representations. We use the 
term invariant representation to refer to the brain’s internal 
representation. Memory storage, memory recall, and memory 
recognition occur at the level of invariant forms. These are 
necessary ingredients to predict the future based on memo-
ries of the past. Making predictions is the essence of intel-
ligence. There is no equivalent concept in computers.

When Jeff thinks about building intelligent machines, he 
wonders, why stick to the familiar senses. As long as we can 
decipher the neocortical algorithm and come up with a sci-
ence of patterns, we can apply it to any system that we want 

to make intelligent. One of the great 
features of a neocortical inspired 
circuitry is that we won’t need to be 
especially clever in programming 
it. Therefore, there is no reason for 
intelligent machines of the future 
to have the same senses or capa-
bilities as we humans. The cortical 
algorithm can be deployed in novel 
ways, with novel senses, in a ma-
chined cortical sheet so that genu-
ine, flexible intelligence emerges 
outside of biological brains.

Jeff wanted to understand how 
the brain worked in order to build more intelligent machines. 
The corollary to the mortgage industry technologists is to take 
the time to think about the challenges we face. We are at a 
critical point and need to be able to visualize different ways to 
solve our problems. Not just because they may be different but 
because they may be an improvement over the current way we 
approach our business. 

Next month we will conclude this series and discuss how 
Jeff envisions the future of 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 the integrity 
of his work. I strongly encourage everyone to read this amaz-
ing 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.

The brain  
doesn’t “compute”  

the answers  
to problems;  
it retrieves  
the answers  

from memory. 
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Business strategies - By Michael haMMond

Challenges Make Leaders
Market conditions are tough to say the very least, but with the right approach 
you can still succeed.

We’ve seen a lot of industry consolidation. Maybe you have fewer competitors. And we all 
know that you’re the best at what you do, or so everyone tells me when they’re talking 
about their own business or product. Now is not the time to tout past success, now is the 

time to show that you’re a market leader of the future.
How do you do that. I was reading an article called “How to Excel at Anything” by Jeff Haden 

that had some pointers. He started by asking: “Have you hit a performance wall? You’re good. You 
could be better. Consider a skill you’ve developed: Business, sports, personal, anything. At first you 
were terrible. Terrible is a great place to start because improving on terrible is easy. With a little 
practice you turned terrible into mediocre. And you had fun, because improvement is fun. Then with 
a lot more practice—practice that started to be a little less fun—you got even better. Now you’re 
good. Maybe you’re even really good.

“But you’re not great,” he continued. “And somewhere along the way you stopped improving, 
stopped having fun, and started to think you weren’t capable of being great. Why did you stop im-

proving and stop having fun? Hitting the wall wasn’t 
due to a lack of effort, or willpower, or even talent. 
You stopped improving because of the way you ap-
plied your effort and willpower.”

What does he mean by this? Let me give you an 
example: say you’ve developed reasonable proficien-
cy at a physical skill. Take golf. At first, every swing 
of the club felt awkward, but you gradually found a 

groove. You started to think less. You quit thinking about your hips. You quit thinking about the 
height of your back swing. You quit thinking about what your wrists do in your follow-through.

You started thinking less because your skills became more automatic. In some ways that’s a great 
sign: Automatic means you internalized a skill. But automatic is also a bad sign. Anything you do 
automatically, without thinking, is really hard to adjust. To get better you must find ways to force 
yourself to adapt and modify what you already do well.

As I talk to industry insiders they say they feel a degree of uncertainty. Why? A lot of my colleagues 
automatically start talking about current news like the power of the CFPB, for example. In fact, the 
biggest headline in our industry recently has been the president installing Richard Cordray as head of 
the country’s new consumer financial watchdog, the CFPB. Industry experts expect that Cordray’s ap-
pointment will have far-reaching consequences even if those consequences are not felt this year.

Reuters reported that some analysts said Cordray’s appointment may not have an immediate 
impact on the lending industry. They said much of the bureau’s time over the next year, wheth-
er Cordray was in the director’s chair or not, would be spent building up its operations. “I don’t 
think this changes much at the CFPB because the agency is going to be overwhelmed in 2012 with 
Dodd-Frank rulemakings and setting up and strengthening its bank supervision program.” said Jaret 
Seiberg, policy analyst at Guggenheim Securities.

Cordray’s appointment will, however, allow the bureau to begin focusing on lenders outside 

The way I see it, our industry has been 
thrown a few curve balls and more 
are coming, but that doesn’t mean we’re 
destined to strike out.
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the banking industry. Under the Dodd-Frank law, without a 
director in place the CFPB can supervise banks but it cannot 
regulate the “shadow banking” industry such as payday lend-
ers and certain student loan providers.

The way I see it, our industry has been thrown a few curve 
balls and more are coming, but that doesn’t mean we’re des-
tined to strike out. In fact, I think you can still get that game-
winning homerun. How? You need to be agile enough to use 
market changes to your advantage. The greatest leaders emerge 
from adversity.

In the article that I referenced earlier by Jeff Haden, he pro-
vides four ways to force yourself to adapt—and in the process 
rediscover the joy of improving. He advises:

Go fast. Force yourself to perform a task more quickly. 
You’ll make mistakes; probably lots of them. Don’t get frus-
trated. The more mistakes you make the better, because the 
best way to learn is from making mistakes. If a product demo 
usually takes 10 minutes, fly through it in five. (As a practice 
run, of course.) You’ll break free from some old habits, adapt 
to the faster speed, and find ways to make a good presentation 
even better.

Go slow. Take your time. Take too much time. Swinging 
a golf club in slow motion allows you to feel muscles work-
ing that you normally don’t notice. Taking more time to run 
through your sales pitch will uncover opportunities to high-
light additional customer benefits. Going slower is a great way 
to notice habits that have become automatic—and to examine 
each one of them critically.

Go piece by piece. Every complex task is made up of a se-
ries of steps. Pick a step and focus solely on that step. Break a 
sales call into component pieces; first focus on perfecting your 
opening. No customer is the same, so develop modifications 
you can instantly apply to different scenarios. Deconstruct 
each step, master that step, and move on to the next one. When 
you put all the pieces back together your skills will be mark-
edly improved.

March to a different drum. We all settle on ways to measure 
our performance; typically we choose a method that lets us feel 

good about our performance. So pick a different measurement. 
If you normally measure accuracy, measure speed instead. If 
you normally measure leads generated, measure conversions 
instead. Use video. Ask a colleague to critique your perfor-
mance. Your customers, your vendors, and your employees 
all measure your performance differently than you do. View 
yourself from their perspective and you’ll easily find areas for 
improvement.

Think this process won’t help you excel? Consider this pas-
sage from Andre Agassi’s autobiography:

“Every ball I send across the net joins the thousands that 
already cover the court. Not hundreds. Thousands. They roll 
toward me in perpetual waves. I have no room to turn, to step, 
to pivot. I can’t move without stepping on a ball…

Every third ball… hits a ball already on the ground, caus-
ing a crazy sideways hop. I adjust at the last second, catch the 
ball early, and hit it smartly across the net. I know this is no 
ordinary reflex. I know there are few children in the world who 
could have seen that ball, let alone hit it…

My father says that if I hit 2,500 balls each day, I’ll hit 
17,500 balls each week, and at the end of one year I’ll have 
hit nearly one million balls. He believes in math. Numbers, he 
says, don’t lie. A child who hits one million balls each year 
will be unbeatable.”

According to Haden, when you try to do your best every 
time, every mistake you make is obvious, even if only to you. 
Learn from every mistake. Adapt and modify your techniques 
so you constantly improve. Because when you keep improving 
you keep having fun—and all the focused effort you put in will 
once again feel worth it.

Think about it this way: what was in fashion a few years ago 
is not today. Trends change. In our industry there has been a 
huge shift away from client-server technology in favor of Soft-
ware as a Service. Why? Lenders want to be more flexible, con-
trol cost and remain competitive. As market demands change, 
technology has to be ready, which means that technology ven-
dors themselves have to be ready. Tomorrow’s leaders are those 
that stay one step ahead of what’s happening today. ❖

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.

Learn from every mistake. Adapt and modify your 
techniques so you constantly improve.
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EmbracE thE 
mortgagE Data 
rEvolution

t he mortgage industry is going through a 
revolution – a shift from document-centered 
to data-focused mortgage lending. Lenders 

demand a new way to manage the mortgage 
workflow. Moving a paper or imaged loan file from 
one desk to another – whether physically or virtually 
– is an outdated approach. Originators are caught 
in a dilemma of needing 
to streamline origination 
processes at the same time they are trying to 
mitigate potential loan repurchase risks. To reduce 
repurchase risks, many originators have increased 
the loan file quality checking that they perform 
at various stages of the loan fulfillment process. 
Almost all of the quality checking done on a loan 
file is performed manually contributing to already 
bloated process costs and cycle time. Meanwhile, 
mortgage investors are seeking more visibility to the 
loan much earlier on in the origination process to 

By Roger Hull{ }
A major shift away from a document 
centered assembly line scares some 
players in the industry.



enable a more effective assessment of 
loan risk and pricing. Unfortunately, 
today’s paper and image-based loan files 
make this very difficult. 

It is imperative that technology 
vendors serving the mortgage industry 
build their systems around the underlying 
loan file data to create a more transparent 
loan file that can be electronically 
interrogated. The capability to perform 
more automated loan quality checking 
ensures higher degree of loan file quality 
checking while concurrently lower 
origination costs and process cycle time.

Mortgage is like Music

Making a major shift away from a 
document-centered assembly line scares 
some players in the industry. While there 
is a natural resistance to change, the 
recent past – default, foreclosure, dried 
up secondary market and major industry 
scrutiny by legislators makes a great case, 
if not necessitates, all parties involved in 
the mortgage process to embrace industry 
improvements. The music industry, 

for example, struggled (and continues 
to struggle) with a similar revolution. 
When MP3s and digital downloading 
first became available in the late 1990’s, 
the music industry reacted with fear and 
the threat of litigation. 

What they didn’t understand was that 
buyers had already discovered a better 
way of getting their music. Instead of 
waiting to hear a song on the radio then 
purchasing entire albums to see if the rest 
of the songs appealed to them, buyers 
could now preview on demand or inspect 
songs and then purchase only the songs 
they wanted a la carte. 

Apple’s iTunes saw the potential first 
and quickly became the largest music 
store in the world. Amazon and other 
music stores quickly followed suite. The 

result? The digital music and iTunes 
produced a much more streamlined 
process for consuming music.  While 
there was an initial dip in purchases, the 
music industry is finally adjusting and 
sales are reflecting the new landscape. 
Next year, digital music sales are 
expected to top physical CD sales for the 
first time. 

Moving to a truly data-centric mort-
gage workflow is our industry’s digital 
music revolution. Already, lenders are de-
manding more automated access to data 
within the documents not just the docu-
ments themselves; similar to consumers 
wanting more access to songs within a 
CD not just the whole CD. Now, the chal-
lenge is for technology vendors to create 
systems that take full advantage of a data-
driven mortgage industry to enable more 
streamlined processes and more transpar-
ent mortgages. 

Doc-Driven Processes

The impact of document-driven processes 
is costly. Today’s mortgage industry 

relies on an ineffective approach that 
does not scale well, costs too much, takes 
too long and does not provide enough 
transparency. Even so-called eMortgages 
are doc-driven!

In the loan lifecycle, you have 
different functional silos – origination, 
secondary marketing, servicing and silos 
within silos (origination, processing, 
underwriting, closing, etc.)– working 
on a loan file, seeing only their small 
portion. It starts with origination: taking 
the application, pulling credit and running 
prequalification through an automated 
underwriting engine. 

Next, the loan enters processing, 
where staff evaluates the application 
and AU findings, selects and orders 
third-party products (property valuation, 

verification of income and employment, 
title,, etc.), obtain the third party provider 
and borrower documents, assemble 
the loan file, manually perform quality 
checking of the documents and the data 
within, and enter all of this data into the 
loan origination system (LOS). This 
can take anywhere from 10 to 70 days, 
depending on staffing, caseloads and 
vendor performance.

Next the underwriter reviews the 
loan file and evaluates borrower and 
collateral risk. If the file needs additional 
information the underwriter will 
condition the file accordingly. If the file 
is in order, the underwriter clears final 
conditions and moves the file to the next 
stage. This can takes up to 10 days or 
more.

Finally, the loan file moves to the 
closer, who once again evaluates the loan 
file, orders closing docs and requests 
funding. Once closed, the file moves into 
post-closing, where another set of staff 
evaluates the loan file and performs the 
quality control check and prepares for 
shipping.

The entire loan fulfillment process 
takes anywhere from 17 to 150 days and 
costs range from $1,000 to $2,500.

While this factory-style workflow 
logically made sense in the days of paper 
loan files, when a document needed to 
clear one desk before moving down the 
assembly line to the next desk, the result 
is that the end purchaser – the investor 
– cannot truly evaluate a loan until after 
it has reached underwriting, and in some 
cases not until after closing. Originators 
rely on investor funds, and spending 
more time on ensuring salability reduces 
the volume that can be handled. 

Today’s data-driven marketplace 
demands a more transparent and efficient 
process. 

a siMPler WorkfloW

The beauty of machine interpretable 
data is its readability by any system. 
Once an application is entered into a 
lender’s systems, all data should be 
instantaneously available at every step 
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It is imperative that technology vendors serving 
the mortgage industry build their systems around 
the underlying loan file data.
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of the loan process. Underwriters should 
be able to evaluate the AU results and 
apply risk decisions. Investors should be 
able to automatically scan for adherence 
to their guidelines and evaluate risk and 
pricing. All of this happens while the 
closing department is pulling the loan 
documents.

The key is to use automated decision-
ing to streamline or eliminate the manual 
evaluations and quality checking at each 
step of the mortgage’s journey to clos-
ing. Mortgage technology should be able 
to automatically evaluate data within the 
context of business rules, thresholds and 
other data to render a decision. 

Once a decision is made, the system 
should be able to automatically take 
one or more of several actions: clear 
the check or condition, create a new 
task, request or obtains more data (i.e. 
additional property valuation or income 
verification) or notify someone of the 
decision. 

a rational aPProach

Mortgage technology platforms of 
the future will benefit from following 
architectural models leveraged in other 
industries, for example the operating 
system and application models perfected 
by Apple and Windows. Think of the 
iPhone or iPad. A consumer purchases 
their phone or tablet, and the system is 
run by the Apple iOS. Users can then 
add applications (apps) that perform the 
functions they most need or want.

Some of these apps are provided by 
Apple itself, others are third-party apps 
that provide a best-in-class function. 
Since each lender has different technology 
needs, the mortgage operating system 
can utilize as many –or as few – apps as 
needed to enhance productivity. 

Now imagine this applied to the 
mortgage industry. A single operating 
system – a “mortgage operating system” 
or MOS that  provides a data-driven 
electronic loan file to all mortgage 
applications and acts as a “traffic cop” 
between applications to orchestrate 
transactions. The MOS would support 

both proprietary apps and nonproprietary 
apps in the same fashion as Apple or 
Microsoft Windows. 

The operating system provides the 
loan data into all the other components 
simultaneously. If a single app, such as 
point of sale portal or document app, 
no longer meets the lender’s needs, the 
company can remove or replace just that 
app. The underlying operating system 
can still push data from the database into 
a new system and all of the existing apps 
without requiring a complete rip and 
replace. 

And of course, what drove the move 
from CDs to digital music was choice. 
Instead of buying an album for 15 songs 
for the three or four really good ones, 
consumers now grab only those songs 
they need. 

The mortgage industry should be 
the same. Each lender, while sharing 
some similarities with its peers, has a 
unique workflow, distinct market and 
personalized technology needs. A data-
driven system opens up the ability to 
select only those apps needed to truly 
improve efficiency instead of taking an 
entire system prepackaged to the industry 
average.

Is this type of system possible today? 
Yes 

The hardest piece of the puzzle is 
shifting from a document-centric loan 
file to a hybrid data and document 
electronic loan file format. MISMO 
has helped pave the way with digital 
mortgage field standards. Next lenders 
need to select the technology platforms 
that can effectively leverage a data 
driven approach to streamline mortgage 
processes and increase transparency. 

Leveraging an MOS to manage the new 
hybrid, data-driven electronic loan file 
and orchestrate transactions enables 
lenders to leverage existing technology 
assets while still getting the benefits of a 
data driven approach.  The MOS can be 
“appended” to existing LOS, Secondary 
and Servicing platforms to turbo charge 
performance. 

By the start of 2012, lenders will have 
options for utilizing complete Mortgage 
Operating System from application to 
servicing.

asking Questions

As lenders evaluate their options for new 
mortgage platforms ask the following 
questions:

<<< Will this system enable me to 
streamline my process performance, 
reduce risk and increase transparency?

<<< Will it require a complete “rip 
out and replace” of my existing systems 
or can it be appended to my existing 
platforms?

<<< How much time and money can 
I save using a data-driven system?

<<< What applications do I truly 
need to be efficient as possible?

<<< Will the vendor listen to my 
needs and configure innovative solutions 
to my problems?

The days of document-driven 
technology are coming to a close. 
Embrace the freedom data provides 
and start looking at your mortgage 
technology needs with clear eyes. Don’t 
accept the standard box. Select the 
system that provides you with the best 
combination of efficiency, accuracy and 
cost with minimal headache and vendor 
management. ❖

Roger Hull is vice president of Genpact Mortgage Services and manages 
the company’s Quantum Mortgage Technology platform. The Quantum 
platform helps originators and lenders to automate and streamline major 
elements of the loan origination process, resulting in a shorter loan 
lifecycle and a more transparent mortgage asset. For more information, 
email Roger at roger.hull@genpact.com or visit www.genpact.com. 

A b o u t  th e  A u t h o r
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W ith over 50 years of combined mortgage technology experience, 
PROGRESS in Lending is proud to call Kelly Purcell and 
Roger Gudobba Board members and industry visionaries. Both 

executives have tirelessly advocated on behalf of more smart automation 
in the mortgage space. Both are always 
looking to find new ways to improve the 
mortgage space. The next step in this 
mission for both of these true believers will be to participate in a new 
monthly video segment to air within the PROGRESS in Lending Video 
Newscast called Straight Talk. Roger and Kelly talked to us about what to 
expect from this new initiative and also about current industry trends.

Executive Interview

Kelly Purcell and Roger Gudobba discuss the pressing 
issues of the day as well as a new project the two are 
working on together.

Talking
STraighT 



Q. How would you define the new Straight Talk 
segment? In other words, what’s it all about in 
your mind?

ROGER GUDOBBA:  As members of the Board 
for PROGRESS in Lending Kelly and I 
along with the rest of the Board have been 
extremely pleased with the growth of the 
organization over the past year. The goal 
was to provide a forum for thoughts and 
ideas. This is another endeavor to get peo-
ple thinking differently. 

KELLY PURCELL: Straight Talk will be about 
industry commentary- pure and simple. 
Because PROGRESS in Lending is an in-
dependent association- the Straight Talk 
segment is very bipartisan and neutral. 
Unlike turning on a certain channel or 
person and knowing exactly what position 
they are taking, Roger and I will be ap-
proaching the segment from very diverse 
backgrounds, therefore tackling views 
and ideas from different perspectives.

Q. For the viewer watching Straight Talk, what do 
you hope they get out of it? 

ROGER GUDOBBA:   Kelly and I will have the 
opportunity to discuss a wide variety of 
topics. We both are very open-minded 
and have an insatiable curiosity. We are 
always looking for a better and perhaps 
different way to solve problems. I am 
constantly both intrigued and mystified 
about the rate of technology adoption in 
our industry. So, most of my thoughts 
will be technology related. I’m inter-
ested in how we can utilize technology 
to forward the progress realized in the 
mortgage industry.

KELLY PURCELL:  With any topic- when I 
form a platform or opinion, I like to hear 
what “others” are saying about it. Every-
one applies their own unique experience 
and knowledge to current affairs. From 
there I pick and choose from the various 
inputs on a given topic and formulate my 
personal opinion/stance. I hope the viewer 
will incorporate “Straight Talk” as a part 
of their “go to” for industry commentary 
and have a little fun with it!

Q. Going forward, how do you see this video seg-
ment evolving and why should mortgage execu-
tives watch? 

KELLY PURCELL: Well, I think with an election 
year upon us, there will not be a shortage 
of topics! I hope that our viewers will see 
our segments as relevant, and more im-
portantly thought provoking. They might 
not agree with our comments, which is 
fine, but hopefully it will inspire them to 

turn around and ask the same questions of 
their management team or Board of Di-
rectors- whomever their “Trusted Advi-
sors” may be.

ROGER GUDOBBA:  There are a lot of different 
pressure points facing the mortgage in-
dustry today. We hope to bring a different 
point of view and encourage our viewers 
to take a step back and look at the topic 
with a new perspective. We want people 
to think outside the box. 

Q. With origination expected to be at a 15-year 
low this year, how can originators use technology 
to thrive? 

KELLY PURCELL: Regional banks will con-
tinue gaining momentum and velocity on 
the origination side of the business. I see 
this sector seeking out technology solu-
tions where they may not have in the past. 
I recently asked a SVP of a pretty signifi-
cant bank- why were they finally ready to 
deploy eSignatures – he said simply, “The 
time is right and we are finally confident 
we can maintain the steady volume of 
originations of the past couple of years.” 
In addition, the housing recovery in the 
hardest hit areas such as Arizona, Ne-
vada, etc. will see a significant comeback 
in 2012 with values slightly increasing 
and more importantly the markets stabi-
lizing. So, while the prediction for overall 
origination volume is low- there will be a 
slight shift in where the volume is occur-
ring and who the players are to capitalize 
on that .

ROGER GUDOBBA: The primary focus should 
be on consumer education. Considering 
all the new regulations that will be com-
ing, the confusion around foreclosures 
and short sales, both first time buyers and 
long time buyers are a little overwhelmed 
and confused by the process. It benefits 
both parties to guarantee quality loans. 
The importance of validated the data sup-
porting the loan transaction will guarantee 
acceptance from the investor community. 

Q. What technology is out there that lenders 
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Roger Gudobba is Chief Executive Officer of PROGRESS in Lending 
Association and Chief Strategy Officer of Compliance Systems. When 
asked what the industry significance of PROGRESS in Lending is, Roger 
believes, “The mortgage industry has always lacked strategic thinking. 
It’s slow to embrace new ideas. PROGRESS in Lending Association 
provides a place for thoughts and ideas to flow freely. It’s easier to 
move things forward when you’re in a group. This association is a central place for 
industry participants to have discussions.”

InsIder ProfIle

Executive Interview

Industry PredIctIons
Roger Gudobba thinks:

1There will be a continued and height-
ened focus on data that will spawn 

solutions not imagined at this time.

2Social media will persist and lenders 
and vendors will find many ways to 

benefit from their use.

3The consumer will be vigilant in 
becoming more knowledgeable about 

mortgages. This will be driven by changes 
from the CFPB and the lenders attempts to 
get closer to the consumer.





need to adopt? Is there a must-have technology 
tool or trend?

KELLY PURCELL: I am simplifying here be-
cause most people know my stance, but I 
believe the eMortgage is the ultimate best 
execution tool for the mortgage process. 
All parties benefit, from the borrower 
through to investor delivery. This goes 
back to understanding the basic benefits 
of electronic signing, vaulting and deliv-
ery within each sector of the mortgage 
process. This results in quality data and 
audits – marry that with some great ana-
lytic tools and you have an improved pro-
cess at every step of the way.

ROGER GUDOBBA: They need to select tech-
nology that will be flexible and easily 
modified to meet the ever-changing land-
scape. They need to select technology that 
reduces or eliminates manual interven-
tions. They need to embrace e-mortgages, 
including e-signatures and e-delivery. 
They need to have a clear idea of where 
they are currently and what areas need to 
change. They need to set priorities. This is 
why the rolling 3- to 5-year plan is so im-
portant. They need to execute against that 
plan. Every lender is at different stages 
and has different requirements. There is 
no one solution that fits all.

Q. With the influx of new rules and regulations, 
documents are harder to maintain. How can tech-
nology help lenders overcome document-related 
issues and enhance the borrower experience?

KELLY PURCELL: Great question. As we 
have witnessed in the past several years, 
the cost of lost, misplaced or inaccurate 

documents has been tremendous and has 
resulted in expensive settlements and 
bad press for many companies. With 
electronic signing, vaulting and the audit 
trails around the document process, the 
management of the “documents” is much 
easier and ultimately more compliant. In 
addition, the ability to capture a set of 
data from the document is a tremendous 
advantage that an electronic document 
has versus a paper document. As Roger 
always says- it is all about the data!

ROGER GUDOBBA: I’ve always felt that in the 

past documents were considered a 
necessary evil. It was one of the steps 
in the loan process that caused the most 
angst. Electronic templates eliminated 
some of the errors generated in the paper 
process, but it presented other challenges. 
It was easier to create documents so many 
new documents were added to the process 
to cover a problem rather than determine 
what led to the problem and was there a 
better way to solve the problem. We are 
looking at a new paradigm. 

Q. E-signing adoption has been slow in the 
mortgage industry. What do lenders need 
to fully understand to reap the benefits of 
e-signatures?

KELLY PURCELL: Well I would agree and 
disagree with your statement on adoption. 
In the origination sector of the mortgage 
industry eSignatures are alive and well. 
It is a “must have” not a “nice to have.” 
If you are implementing eSignatures or 
eDelivery in 2012 of disclosures, you are 
playing catch up with your competition. 
eSignatures and eDelivery as it relates to 
the closing sector is a different story. What 
we see happening here are eSignatures 
on the non-notarial documents, and then 
at closing the documents requiring a 
notarized signature being “papered out” 
for a traditional wet signature. If you are 
a company today engaged in this hybrid 
process you are in a leadership position 
in the market. The ultimate “leadership” 
position is with those companies that 
are eSigning the eNote and utilizing the 
MERS eRegistry for eDelivery to Freddie 
Mac and Fannie Mae. They are reaping 
the benefits of better data quality. 

ROGER GUDOBBA: The most important fact 
is that if we are e-signing documents we 
are dealing with an electronic process and 
not a paper process. I don’t need to go 
into all the benefits of “e”, as it has been 
documented many times by others. The 
need to streamline the process, eliminate 
bottlenecks and improve the consumer 
experience should be so obvious to the 
lender community. It’s a no-brainer. ❖
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Industry PredIctIons
Kelly Purcell thinks:

1There will be continued modernization. 
There are really only two approaches 

to survival these days, complete a core 
systems replacement or modernize exist-
ing legacy systems with a “wrap/extend” 
approach. The latter approach is what we 
are seeing most. 

2If your company’s end user is the 
consumer then you should ask yourself 

the question: Are consumers the driving 
life force of your company or are they just 
a group of people that need a mortgage? 
Companies that marry the customer voice 
with their brand by offering a positive 
experience will ultimately win. 

3Data quality will continue to be a driv-
ing force for those that win in 2012. I 

would also add that “analytics” wrapped 
around the data will be even more of a re-
quirement as the enterprise moves forward 
with improved data quality initiatives.

Executive Interview

Kelly Purcell is Chief Information Officer at PROGRESS in Lending 
Association and Executive Vice President, Global Sales and Marketing 
for eSignSystems, a division of Wave Systems Corp. eSignSystems is 
a provider of e-signature and e-vaulting solutions. In detailing why 
PROGRESS in Lending Association is different and needed, Kelly said, 
“While associations are a great resource, they tend to be regulatory and 
education focused, which is their core competency. PROGRESS however is a nonaffiliated 
association, resulting in people freely expressing new ideas and behaviors.

InsIder ProfIle



Do You Know How to Cut Through the
Challenges Limi  ng Your Business?

If you listened to Lykken on Lending, you would!
Lykken on Lending is a weekly, 60-minute radio program hosted by David Lykken – 
mortgage veteran of 37 years, along with regular guests Alice Alvey – President of 
Mortgage-U.com, Joe Farr – of MBSquoteline.com and Andy Schell - Managing Partner 
of MBS.
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to Wall Street and Capitol Hill
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Benefits of a 
Cloud-Based Office

i n last month’s article titled “Life in the Cloud,” I told the story of how 
my company, Millennia Mortgage, evolved into a fully cloud-based, 
paperless mortgage banking operation over a period of several years. 

Our employees, contractors and vendors all worked together seamlessly to 
process more loans in less time and expense than we ever before thought 
possible. We were working “in the cloud” before ever hearing the term.

This article describes some practical benefits of a fully 
cloud-based office to the C-Level mortgage executive.

By Martin Williams



“The cloud” and all its many itera-
tions and descriptions can be easily mis-
understood. The confusion that continues 
to revolve around the cloud is keeping 
many mortgage companies from reaping 
maximum benefit from the refinement of 
cloud-based technology that is now avail-
able with minimal capital outlay and a 
nominal monthly cost per user. 

This article describes some practical 
benefits of a fully cloud-based mortgage 
office to the C-Level mortgage executive. 
After reading this article you will better 
understand why I am such an evangelist 
for the cloud. 

Leverage the Cloud to Grow Your 
Business Cost-Effectively: I used to al-
ways say “growth eats capital for break-
fast,” and every CEO wants to know 
what, and when, the return on investment 
is going to be. Deciding to ramp up ag-
gressively to meet demand can be risky. 
Recruiting and hiring qualified staff, 
training, agent licensing, marketing, new 
office space, workstation build-outs, soft-
ware investment, hardware, and planning, 

takes time and money. The conventional 
approach is entirely front-loaded: lay out 
the capital first, then hope and pray for 
rates to hold while you realize a return on 
investment. 

In a cloud environment, your capital 
exposure is reduced so growth strategies 
can be looked at more on a variable cost 
basis, making your organization nimble 
and flexible, opening new doors of op-
portunity. Let’s look at a few examples of 
how this plays out in the real world.

Manage Virtual Call Centers in the 
Cloud: Starting and growing a call cen-
ter takes planning and time as you know. 
It can cost up to $7-8,000 in hidden sunk 
costs to properly outfit a retail call cen-
ter employee. There are workstation, 
hardware, software, and network infra-

structure expenses, plus long-term lease 
liabilities to contend with. In this tricky 
environment it’s getting harder to commit 
to that level of investment.

With a cloud-based call center, vir-
tualization and remote login effectively 
eliminate many of the costs and delays of 
expansion. Eliminate long-term liability 
for office space and equipment. Eliminate 
sunk costs for hardware and software li-
censing yet build out a call center prac-
tically overnight. Staff with virtual sales, 
ops and support staff, train them online, 
and stitch them all together with a single 
multi-function, collaborative cloud-based 
LOS, that tracks, controls, facilitates and 
rewards. Should market rates rise render-
ing the model cost prohibitive, scale back, 
cut and regroup without incurring long-
term expense or loss of capital. 

Use the Cloud to Expand Your Branch 
Network While Keeping Complete Con-
trol Over Your Team: Let’s say you’ve 
focused your efforts on purchase money 
business with outside loan agents. Since 
purchase loans are most effectively 

sourced at a regional level, it’s critical 
to equip your sales agents with effective 
tools at the point of sale. They need reli-
able product picking and pricing, quickly 
and easily from anywhere, on any device, 
at any time. They need support staff that’s 
accessible and responsive, and a reliable, 
collaborative means of communicating 
with them, in addition to borrowers and 
third parties. They need to produce accu-
rate quotes, comparisons and disclosures 
quickly and easily and be empowered 
with information and tools, yet not be 
chained to a desk. 

Traditionally, to accommodate a high 
sales support structure, processing and 
even underwriting were pushed down to 
the branch level. Such a decentralized 
model has many inherent costs including 

larger branch office space, local network 
build outs, local IT, hiring and training 
challenges, and staff utilization ineffi-
ciencies. Branches lacking the social and 
technology ties to corporate develop their 
own sub-culture, may run afoul of cor-
porate policies and procedures and often 
present a substantial compliance risk. 

In the cloud, it’s easy to consolidate 
and run one system company-wide, elim-
inating runaway costs, incompatibilities 
and IT management headaches. It’s the 
perfect solution for an increasingly vir-
tual mortgage workforce. All employees 
experience the same look and feel on the 
network, whether at the branch, home or 
at corporate. Company culture is now in-
fluenced, maintained and controlled glob-
ally and centrally. IT services are now 
served up on demand, replacing expen-
sive on-site IT staff. 

With the right cloud-based loan origi-
nation system in place, you can manage 
the entire loan life cycle, empowering 
each department with all the tools they 
need to perform their jobs and reporting 
comprehensive metrics in real time, in a 
consistent format across the enterprise. 
The system can be complemented with a 
collaborative communication mechanism, 
an easy to use document management sys-
tem, and task queuing logic that drives ef-
ficiencies by enabling departmental load 
balancing of staffing.

The Cloud Was Built for Scalability...
Up or Down: One constant we can depend 
on is that the mortgage business will al-
ways be in a state of flux. Rates are down 
right now. But they will go up! If your 
business is largely refinance right now, 
like 80% of the mortgage industry, your 
business model will most likely change 
dramatically some time in the future. 

In a traditional brick and mortar busi-
ness model, it’s almost impossible to scale 
up or down quickly and cost-effectively. 
While no company can afford to miss out 
on a refinance boom, they can neither af-
ford to be strung-out if rates bump up 200 
or even 100bps. An entire business model 
can be rendered broken, and a pipeline 
useless, practically overnight. 
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In a cloud environment, your capital exposure 
is reduced so growth strategies can be looked at 
more on a variable cost basis.
“ “



In the cloud, you can turn fixed costs 
into variable costs. Scale your organiza-
tion up or down quickly, and correlate 
costs with production. Under a software 
subscription arrangement, you can tie 
network and software costs to employee 
(or loan production under certain negoti-
ated terms). Employee count typically has 
a direct correlation to production. In the 
cloud, you are as nimble as you choose to 
be. Adding or subtracting agents and sup-
port staff is easier.

Managing Regulation With the Cloud: 
The mortgage industry has received more 
than its fair share of regulation lately, and 
surely there is more to come. Mortgage 
companies can benefit from tighter con-
trols and better management of their data. 
A decentralized data structure sourced on 
a multitude of platforms, daisy-chained 
together, increases data integrity and 
compliance risks. The case for easily and 

cost-effectively getting all your systems 
“on the same page” has never been more 
critical than now.

The regulatory stakes are much higher 
today, and the consequences much more 
severe, so much that mortgage companies 
are preoccupied with compliance. A case 
in point for recent regulations is the in-
troduction of the Call Report, a quarterly 
reporting not just on funded loan produc-
tion, but on all origination, submitted quar-
terly in data format. It’s this information 
that regulating entities are using to hold 
mortgage companies accountable. All of 
the sudden, origination data regardless of 
outcome is terribly important and must 
accurately reflect physical file representa-
tion. Corporations need to rein in branch 
staff and agent behavior now more than 
ever before. The cloud, empowered by the 
right LOS enables everyone in your orga-
nization to get on the same page, playing 

by the same rules. 
Obstacles to Cloud Adoption: So if 

the benefits are so great, what’s keeping 
lenders from adopting the cloud? While 
the primary purpose of this article is not to 
focus on the obstacles, I thought it would 
help to quickly address a few of the bigger 
objections I encounter. 

Lenders think cloud solutions are ex-
pensive and difficult to implement: The 
reality for our company was that the cloud 
actually reduced our expenses across the 
board. I recognize that every business is 
different. To some degree it depends on the 
age and condition of existing equipment, 
condition of legacy IT infrastructure, in-
house IT expertise, existing software, etc. 
While the variables are numerous, most 
of the guiding principles behind migra-
tion to the cloud are consistent, across 
just about all businesses. When perform-
ing your analysis, make sure you consider 
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all your “hidden” expenses. Once we had 
our cloud in place, we experienced re-
duced costs in our utility bills, software 
upgrades, setup and provisioning of new 
employees, internal and external IT ex-
pense, server equipment purchase, instal-
lation and maintenance, supplies, etc.

Lenders fear putting data in the cloud 
will compromise security: There’s no 
doubt this is one of the biggest fears of 
moving to the cloud. But the reality is 
the data center environment in the cloud 
is more secure, more reliable and better 
suited for disaster recovery and security 
issues than any IT room located on the 
premises of the average or even of most 
large lenders today. 

An optimal security solution is one 
where the best security technologies 
can be continuously deployed, and to 
vigilantly protect networks and trans-
missions, using the best digital security 
specialists. Few in-house IT departments 
can afford the level of security that is 
deployed in the cloud. In a cloud envi-
ronment, every element of the network 
is better protected by layers of security 
measures such as redundant servers and 
frequently updated firewalls that also en-
sure high availability. 

Add to these measures the controlled 
access by authorized, and trained per-
sonnel using managed permissions for 
trusted groups, and the chance for hu-
man error and security breaches goes 
down greatly. Access can be granted or 
revoked immediately. Even the program-
ming team has limited access outside of 
their area of responsibility.

Also, within a cloud structure, new 
companies in mergers and rollups can 
be assimilated into the parent almost as 
easily as a new user, without IT work-
arounds and patches that create potential 
security leaks

Lenders fear change...letting go of 
legacy systems “that work” in spite of 
inefficiencies: While security concerns 
are valid, and it’s quite easy to overcome 
the expense argument, this one issue will 
probably keep more lenders from adopt-
ing the cloud than any other reason. 

First, there is a valid consideration 
that needs to be made regarding your 
corporate culture. Would you character-
ize your organization as progressive or 
innovative and open to change? One of 
the biggest misunderstandings when per-
forming any migration is how to manage 
change. If properly planned and care-
fully communicated, the process can be 
smooth and relatively uneventful. But 
without a certain level of change leader-
ship, the process can be painful and even 
devastating to the productivity and mo-
rale of an organization. If your people 
are prepped properly for the change, it 
can be accomplished in significantly less 
time and hassle than one that is not.

When we first went paperless, I had 
staff that were kicking and screaming. 
Then it started to die down. The chatter 
faded and things got really quiet. About 
a month later, I started to get these emails 
– we had created raving fans. Time and 
time again, they came up to me, saying, 
“I’ll never go back to paper.”

The Path to the Cloud: So just how 
does a mortgage lender migrate to the 
cloud? This is a question that can’t be 
fully answered here, but I believe one 
of the most important elements of a suc-
cessful migration is to have experienced 
professionals lead you through the mine-
field that have successfully navigated the 
process within a lending environment. 
An experienced vendor that has experi-
enced all the issues first hand will save 
you countless hours of pain, and thou-
sands of dollars in misfires, lost time and 
productivity. Here’s the migration pro-
cess in a nutshell:

<<< Start with an assessment of your 
existing operations, systems and software

<<< Carefully choose the right 
cloud vendor based on capabilities and 
experience

<<< Create a detailed implementation 
roadmap both for migration to the cloud, 
and migration to paperless processing 
(paperless enables a cloud environment)

<<< Present the vision and goals to 
management and staff

<<< Get mid-management buy-in
<<< Migrate in stages, starting with 

virtualizing the desktop
<<< Stay the course - It’s worth it!
No doubt the cloud is here to stay and 

it’s changing the way business gets done 
in every sector. I can tell you from per-
sonal experience that the cloud is more 
beneficial to the mortgage industry than 
most other business processes I know 
of, primarily because a mortgage office 
thrives in a paperless, virtual, collabora-
tive environment. While many other busi-
ness models may do just fine with Google 
Docs, a CRM and a good email server, the 
mortgage industry is unique in its need for 
collaborative and automated loan process-
ing, CRM and document management 
systems that communicate seamlessly 
with each other, your employees, contrac-
tors, telecommuters, vendors, and third 
party services, regardless of their physical 
location. It has to be secure, dependable, 
available on demand, and cost effective. 
The cloud is perfectly suited for this type 
of environment. Because of the questions 
that must be answered before making the 
leap to the cloud, we’ve developed a prod-
uct called VCO Airlift, a 17-point evalu-
ation system that walks you through the 
process of converting your business to a 
fully cloud-based infrastructure. Learn 
more at www.MortgageVCO.com. ❖
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Martin Williams is CEO of Laguna Hills, California-based Acris Technology, 
the company behind Mortgage VCO, a full suite of cloud-based software 
applications and business support resources for the mortgage industry. 
Mortgage VCO was designed to reduce IT complexity and expense, while 
adding instant scalability and increased operational efficiency, visibility, 
regulatory compliance and control over every aspect of a mortgage 
banking office. Mortgage VCO provides everything necessary to run in the cloud.
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your unique needs. Give us a call and we’ll move the industry forward together.
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203.529.3131



V alidating data on each loan application is a necessary but costly and time-consuming 
activity. Additionally, fraud perpetrators are finding new methods for illegal schemes, 
requiring lenders to be more vigilant and constantly adapt. Lenders are especially 

susceptible to fraud during the closing process, perpetrated by closing agents who take advantage 
of the transient business relationship. 

Because borrowers or their realtors select the closing agency, many settlement agents are 
unknown to lenders and it is difficult for lenders to track the information necessary to protect 

against fraudulent activities. It’s critical for lenders to have 
methods for getting information about the settlement 

agent partner with whom they do business. The ability to identify and manage 
occurrences of fraud is key for lenders who already have to juggle keeping up 

with ever-changing compliance regulations.
Because borrowers or their realtors select the closing agency, 

many settlement agents are unknown to lenders and it is  
 

 By Sharon Matthews
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Lenders and settlement agents benefit from being present in all parts of the 
closing process.

Collaboration 
brings Continuity



difficult  for lenders to track the informa-
tion necessary to protect against fraudu-
lent activities. 

It’s critical for lenders to have meth-
ods for getting information about the 
settlement agent partner with whom they 
do business. The ability to identify and 
manage occurrences of fraud is key for 
lenders who already have to juggle keep-
ing up with ever-changing compliance 
regulations.

ComplianCe ConCerns Continue

With regulations like the Home Valuation 
Code of Conduct, Reg Z, the Real Estate 
Settlement Procedures Act (RESPA), and 
the Dodd-Frank Wall Street Reform and 
Consumer Protection Act, lenders have a 
lot to contend with. Failure to comply with 
legislation results in delays, customer 
dissatisfaction, and costly penalties for 
lenders. And part of complying with the 
law requires lenders and their settlement 
partners to collaborate on key consumer 
documentation.

As a part of initiatives generated by 

Dodd Frank Legislation, major changes 
are coming to forms that settlement 
agents and lenders use in their day-to-
day tasks. 

Currently, the Consumer Financial 
Protection Bureau is working to combine 
the TIL and GFE documents into a single 
Settlement Disclosure Form, which must 
be completed in July of 2012. Whatever 
form this consolidated document 
ultimately takes; it will undoubtedly 
include additional compliance 
requirements from lenders. Given these 
changes, it’s no surprise that compliance 
is a top concern among lenders.

Come together, Collaborate

Lenders and their settlement partners face 

immediate compliance challenges and 
an ever-growing need for timely, reliable 
data to manage risk and performance. A 
lender’s ability to connect with closing 
partners and track the closing process 
has a direct effect on managing fraud and 
compliance risks. 

What’s needed is an open 
collaboration tool, a closing service 
that streamlines the closing process and 
addresses the challenges throughout the 
lending life cycle.  eLynx’s eClosingNet 
(eCN) is such a solution - it’s an open hub 
that connects all parties in a mortgage 
transaction. 

Through eCN, lenders, settlement 
agents, and title underwriters can 
collaborate quickly, easily, and securely.  
This collaboration provides greater 
continuity, shorter cycle time, lower 
costs, and better loan quality for all 
involved parties.

get ConneCted

With eCN, lenders are connected 
to a network consisting of many of 

the nation’s largest lenders, most of 
the nation’s settlement agents, and a 
significant portion of title underwriters. 
Altogether, this represents a sizable 
network of participants with the same 
objectives – improving data quality, 
shortening cycle times, and preventing 
fraud. Through this network, eCN has 
revolutionized lender visibility – now 
lenders know who their closing partners 
are, and that those partners are in good 
standing.

unmatChed Visibility

A core element of eCN is the Settlement 
Agent Management (SAM) module. 
There, 100,000 of the nation’s closing 
agents are registered and validated. Dur-

ing the registration process, settlement 
agents must provide information about 
their business and the agents who work 
there.  

This valuable information allows 
lenders to know whether settlement 
agents are in good standing before clos-
ing documents are released, delivered 
and funds dispersed. 

Most importantly, using eCN, lenders 
no longer lose control over closing 
documents after they’re delivered to 
the settlement agent. eCN gives total 
visibility into the various phases of the 
closing process. 

Lenders are informed every step of 
the way, seeing the status, closing and 
disbursement dates, while getting instant 
access to valuable reports to manage 
the performance of settlement agents 
working on specific loans. 

early deteCtion

Furthermore, the extensive industry 
coverage of the eCN network gives 
lenders valuable information on closing 
activities. Instances of potential multi-
lien fraud can be detected and reported to 
the lenders involved. Early detection and 
notifications allow lenders to proactively 
prevent losses prior to closing document 
delivery and funds disbursements. 
eCN’s fraud capabilities will integrate 
seamlessly with a lender’s existing 
closing workflows. These capabilities 
significantly reduce unnecessary costs 
for lenders that come from GFE and 
HUD-1 discrepancies.

automating the hud-1
The most common pain points for 
lenders come from discrepancies within 
the HUD-1 statement. Traditionally, the 
disconnection between settlement agents 
and lenders has left lenders vulnerable, 
because regulations dictate that lenders 
pay the penalties and fees that come from 
GFE and HUD-1 discrepancies. Another 
module within eCN, eHUD provides 
real-time HUD-1 collaboration between 
lenders and settlement partners through 
a shared workspace. 
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As a part of initiatives generated by Dodd Frank 
Legislation, major changes are coming to forms 
that settlement agents and lenders use in their 
day-to-day tasks.
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This online tool automatically 
identifies discrepancies between data in 
the GFE delivered to the borrower and the 
HUD-1 being prepared by the settlement 
agent. Differences that fall outside of 
the tolerance set by RESPA rules are 
highlighted for resolution. eHUD allows 
both parties to review the HUD-1, where 
each can accept or reject the content, 
as well as request changes. Throughout 
the review and negotiation process a 
complete audit trail is maintained. After 
each party has approved the content, the 
final HUD-1 data is sent to both. 

This automated process reduces per-
closing costs, eliminates overhead, and 
supports more closings with fewer staff 
needed. These enhancements increase 
profitability while allowing all parties to 
maintain a higher performance level that 

leaves more time to focus on executing 
day-to-day tasks with peace of mind.

get empowered

Changes to the traditional closing process 
are necessary to better serve lenders and 
their closing partners. To stay compliant 
and reduce risks from fraud, lenders and 
their settlement partners must connect 
through a single, open platform. eCN’s 

innovative suite of services provide 
such a platform that is transforming the 
closing process into one that is more 
collaborate and more transparent—all in 
a secure environment. 
Now is the time to become part of a 
visible network of trusted settlement 
agents, where greater continuity, shorter 
cycle time, lower cost, and better loan 
quality are achievable. ❖

Nationwide Field Services  •  Specialized Support Services  •  Advanced Technology Solutions

www.fi vebrms.com 
586.772.7600

Fly Higher,
Achieve More

REO MANAGEMENTMANM

Five Brothers’ REO management services deliver stronger 

results at every stage of asset disposition – from securing, maintaining 

and marketing, to negotiating and closing. Cut losses, boost returns.  

Take your REO management to a higher level with Five Brothers.

Experience the Five Brothers difference… stronger results from the ground up.™

As President and CEO, Sharon Matthews oversees the overall operations 
of the company and is responsible for the growth of eLynx’s market 
leadership position providing data-driven document distribution, 
collaboration, and connectivity services for the financial services, 
mortgage banking, and real estate industries. Matthews came to 
eLynx with more than 25 years of senior executive experience running 
profitable large technology and software companies.
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If Benjamin Franklin were writing today, 
we would no doubt see an updated version 
of his famous saying that would read, “In 

this world nothing can be said to be certain, 
except death, taxes – and cybercrime.” He would 
have been blogging, tweeting and Facebook-
ing, and would certainly have understood that 
the pervasive reality of computers in modern 
life would inevitably lead to their misuse. 
Mortgage lenders are just starting to get a taste 
of cybercrime, but can 
expect more.

Cybercrime is defined broadly as any illegal 
activity using computers. Since computers are 
now literally everywhere from our pockets to 
our running shoes, no one is safe from fraud 
and other crimes involving technology. The 
temptation for criminals is simply too great: 
there are almost unlimited possibilities for 
mischief stored on the world’s computers and 
for people with the right skills, the information 
is there for the taking.  

The FBI’s cybercrime web page poses an 
intriguing question: “We are building our lives 
around our wired and wireless networks. The 
question is, are we ready to work together to 
defend them?” Are we? It is a probing question 
that makes one realize how little we know 
about the true potential for becoming victims.  
Moreover, it raises questions about the mortgage 
industry’s exposure and what is being done to 
safeguard borrower information.

By Bill Mitchell

The mortgage industry as a whole 
has been slow to adopt standards for 
fighting cybercrime, but in fairness, 
so have many businesses.

Death,taxes          
CyberCrime

a
n
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Consider the attacks we have seen 
in the fairly recent past from criminals 
seeking consumer financial information:

In 2007, the parent of clothing 
discounters T.J. Max and Marshalls 
revealed that its systems had been 
compromised for more than a year, and 
that tens of millions of credit and debit 
card numbers had been stolen. Eleven 
computer hackers were busted for the 
theft, but the long-term damage is yet to 
be determined.

In 2008, the Bank of New York Mellon 
put ten backup data tapes into a truck and 
sent them to a storage facility. Only nine 
arrived, and the missing tape, incredibly 
unencrypted like the rest, happened to 
contain bank accounts and social security 
numbers for 4.5 million bank customers.

Also in 2008, the Hannaford Brothers 

grocery chain in Maine disclosed that the 
company’s systems had been the victim 
of a cyber invasion, with the criminals 
obtaining access to 4.2 million credit 
card transactions. Over 1,800 of the 
card numbers were used to obtain cash 
at Hannaford stores before the theft was 
discovered. The company had recently 
undergone a PCI (Payment Card Industry) 
assessment, too, but it didn’t prevent the 
security breach.

The message is clear for consumers: 
no matter where you are and what you are 
doing – or even if you are doing nothing 
at all – your personal information and 
accounts are under attack. A great deal 
of financial cybercrime is small-time, 
involving dozens, hundreds or thousands 
of accounts. The jackpot for hackers 
happens when they can breach significant 

repositories containing hundreds of 
thousands or even millions of account 
numbers. The viable accounts are promptly 
sold to bolder culprits who create further 
havoc for victims from there. According 
to the U.S. Treasury Department, attacks 
are happening on American defense and 
financial institutions 24/7, often from 
locations in Russia and countries of the 
former Soviet Union, and China. 

“People often ask how much of a threat 
this is,” said former Homeland Security 
Secretary Michael Chertoff. “It’s not a 
threat – it’s actually happening.” Though 
estimates of the scope of cybercrime 
differ, Chertoff’s consulting firm says that 
cybercriminals have actually exceeded the 
annual dollar volume of the global drug 
trade, citing the staggering figure of $100 
billion. For reference, think of an entire 
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bedroom of your home filled with stacks 
of $100 bills. Now picture a hundred such 
rooms. That’s a lot of portraits of wise 
Ben Franklin.

But the actual cost could be more 
than we know. One of the most important 
studies on cybercrime came from the 
Ponemon Institute in August of 2011. The 
study, sponsored by HP’s ArcSight, a cyber 
security solutions provider, found that the 
median cost of cybercrime increased by 
56 percent over the previous year and 
now costs the 50 U.S. based businesses 
surveyed an average of $6 million per 
year, mainly in prevention costs. Perhaps 
of most concern is the study’s comment 
that many companies decline to report 
cybercrime for a variety of understandable 
reasons. The implication that the problem 
is actually far greater than previously 
thought is disturbing.

What can the mortgage industry do 
to safeguard against cybercrime? As an 
LOS provider, Mortgage Builder has been 
watching this developing threat for years. 
CEO Keven Smith had strong opinions 
early on about protecting client data and 
had the company covered by a relatively 
new type of policy called “cyber liability 
insurance,” or CLI. With SaaS and cloud 
delivery becoming the industry’s choice 
for loan origination software services, 
lenders entrust far more to their providers 
these days than in years past.  

“We do not consider cyber liability 
insurance coverage to be an option, it’s a 
necessity,” Smith notes. “Cyber criminals 
have become more sophisticated as the 
amount of information available in cloud 
computing environments has grown.  It’s 
part of our responsibility to protect it.”

Cyber liability coverage is already a 
requirement for some lenders as they look 
at new LOS systems, particularly among 
the nation’s community banks. References 
to cyber threat measures and CLI are 
appearing more and more frequently in 
RFPs (Requests for Proposals) among 
midsize lenders when considering new 
loan origination software solutions. 

Another step that can be taken is 
something else Mortgage Builder has been 

doing for a long time: obtaining SAS 70 
Type II audit certification. SAS 70 Type II 
differs from the SAS 70 audit in that actual 
onsite physical verification of security 
measures, control objectives and activities 
has taken place by an independent auditor 
qualified by the American Institute of 
Certified Public Accountants.  It is another 
protection against information theft that is 
not required of LOS companies, but more 
lenders are looking for it as they seek 
answers to cybercrime.  

The latest version of the SAS 70 Type 
II is more elaborate, replacing the previous 
standard with the new SSAE 16 Type II 
audit. What they lack in naming creativity, 
they gain in points for thoroughness – 
it is not a trivial achievement to pass 
muster with these auditors. Even after 
nine consecutive successes, we find that 
it takes attention to detail and significant 
preparation, which is exactly the sort 

of precision needed to protect sensitive 
borrower information.

The mortgage industry as a whole has 
been slow to adopt standards for fighting 
cybercrime, but in fairness, so has the rest of 
the business world. Never a concern on a big 
scale until recently, the problem’s scope is 
yet to be fully understood. Just when it seems 
possible to grasp the most serious threats 
to data security, a new one pops up from 
an unexpected source. The cybercriminals 
know no geographic boundaries – that much 
we know. As the Department of Defense has 
found, they also seem to have no limits on 
innovation; as soon as one backdoor virus 
is found and countered, another surfaces to 
take its place.

As technology professionals, it is up 
to us to provide safety and security for 
those we serve to the best of our ability.  
Like death and taxes, cybercrime is the 
new certainty. ❖
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Bill Mitchell is Vice President and National Sales Manager for Mortgage 
Builder Software. With 20 years of technology experience, he is 
responsible for planning, execution and delivery in Mortgage Builder’s 
nationwide sales effort. Mortgage Builder has been providing industry 
leading loan origination solutions to credit unions, CUSOS, community 
banks, mortgage bankers and other financial institutions since 1998. Bill 
can be reached at Bill.Mitchell@MortgageBuilder.com.
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