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Editor’s NotE

Encouraging Signs

I know that origination volume is going to be way down this year. I know that mortgage servicers are going to be busy with 
workouts this year and far beyond. I know that the economy has not rebounded. What’s encouraging about any of this?

I think lenders get it and I’ll tell you why. I have a regular segment on a weekly radio program called Lykken on Lending. 
It’s the first radio show developed by mortgage professionals, for mortgage professionals. Of course I talk about technology 
each week. But one week I was so struck by what was said, when it came time for me to do my segment I was a bit tongue tied. 
Here’s what happened:

There were two lenders on the show, one of which was a representative from Wells Fargo. Without being prompted, both 
lenders started talking about technology. They talked about how you can’t run a business without it and how critical it is to 
their success. It gets better. They went on to talk about the benefits of off-the-shelf technology. I was stunned. Since when does 
a mega lender like Wells Fargo want off-the-shelf technology? Even just five years ago lenders employed big IT staffs and 
gravitated toward toolkit-type technology that they could customize. You just don’t have that luxury anymore. That type of 
technology takes years to implement and tweak. The market is moving too fast today and lenders are starting to get that.

Here’s the kicker, both lenders were even willing to admit that sometimes vendors offer a better process along with their 
technology. At this point, I had passed out. I couldn’t believe what I was hearing. Since when is a lender willing to admit that 
their process may not be the best and at the same time also be open to adjusting their process around their technology? That never 
happens, well at least until now it didn’t. 

I’m not suggesting that every lender just throw out their process and let their vendor tell them how to do their job, but both 
parties—the lender and the vendor—need to work together, share ideas and craft a better lending process at the end of the exchange. 
That means that lenders can’t be so tied to an outdated process and vendors can’t be tied to the notion that their technology can 
solve every problem. This openness, in my opinion, will enable lenders to get ahead of new regulation and craft a better process 
all at the same time. 

Why should we as an industry wait for Washington to tell us what to do? We know what’s wrong with our business and we 
should fix it. ❖

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

The MBA has estimated that about 2 million 
bank owned properties were on the  
market at the end of 2010.

Your Voice - BY Derrick Logan

REO Success

In the third quarter of last year, the last period for which data is currently available, the Mortgage 
Bankers Association reported that 13.78% of all borrowers were either in foreclosure or at least 
one payment behind on their mortgage. For companies in my business—property preservation and 

eviction services—this is our time to shine. But some of the REO asset managers we work for are tak-
ing these statistics very seriously because a misstep now could prevent them from capitalizing on their 
portion of the normal mortgage lending cycle. They are finding that how they structure their businesses 
has a marked impact on their ability to effectively dispose of these assets.

Traditionally, bank owned real estate makes up a very small part of the bank’s overall mortgage-
related assets. While some banks handle the preservation and disposition of these assets on their own, 
working with partners in the field services and real estate brokerage business, as REO ramps up, they 
often call on additional outside help. This is when asset managers become vitally important.

The MBA has estimated that about 2 million bank owned properties were on the market at the end of 
2010 with twice that many at least 90 days delinquent and heading down the path to foreclosure. A re-

searcher at the Federal Reserve Bank of Cleveland 
has estimated that the shadow inventory accounts 
for another 4 million or so homes. S&P estimates 
that it will take more than 40 months to sell off this 
inventory.

That means that some banks will be holding on 
to homes they have taken back through foreclosure 

for much longer than they ever have before. This will require the support of some expert asset manag-
ers. Fortunately, there are good firms working in the market today and they are learning how to structure 
their businesses to handle the extra strain.

The structure of an REO asset management firm must be a reflection of how it approaches the work 
it does. Firms that take a specialist’s approach to their business are likely to have more departments, 
each focused on the critical tasks that are crucial to their part of the business. 

An EffEctivE StructurE for SuccESS

With today’s high REO volume and the need to dispose of every property as quickly as possible, it’s 
imperative that asset managers isolate every critical function required for both property preservation 
and REO disposition and scrutinize the processes that lead to successful outcomes. When this is done, 
it becomes clear that there is a single set of steps that leads to the optimum outcome in the shortest 
period of time. In fact, the goal is to visualize the workflow as a sequence of steps leading directly to 
accomplishing that goal.

When we consider the work pertaining to property preservation, the goal is clearly to protect and 
preserve the property. To achieve this goal, the work required for each property must flow through sev-
eral departments, each with its own specific list of tasks. For instance, in our firm we utilize an order 
placement team, a property preservation team, a quality assurance team, a recurring service team, and 
an eviction team. There are also auxiliary functions that must be considered, such as vacant property 
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Once the Internet was seen as a poor substitute for 
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registration and utility management.
By breaking the work down and distributing it effectively 

across these teams, we’re able to process thousands of orders at 
any given time efficiently and without errors.

On the other side of our business, REO disposition has its 
own set of complicated issues that must be carefully analyzed 
and then managed to achieve the goal of 100% REO disposition. 
To meet that goal, real estate brokers 
are assigned, marketing plans are for-
mulated, a selling price is agreed upon 
for each property, contracts and closing 
issues are resolved, rehabilitation issues 
may be referred back to us for preserva-
tion and many other tasks and processes 
must be accomplished quickly and cor-
rectly. It doesn’t make sense for all of 
these functions to reside within the same 
department in an environment like the 
one we’re experiencing today.

Trying to meet the very specific needs of both these goals in 
one department, in today’s market, is simply not beneficial to 
anyone, and in fact may cause more harm than help. 

Recently, we saw our views on the effective structure for 
REO preservation and disposition validated in a move by the 
U.S. Department of Housing and Urban Development.

A nEw ApproAch to rEo
It was at the National Property Preservation Conference in No-
vember that the Department of Housing and Urban Develop-
ment (HUD) reiterated its plans to split its property preservation 
and asset management groups into separate departments. It was 
a move that put the federal agency in line with the best of the 
industry’s asset management companies and one that will likely 
make the agency more successful in the future. 

Until recently, the two departments operated as a single unit 
within HUD. Separating property preservation and asset man-
agement is a strong move that will allow HUD to deal with the 
influx of foreclosures more effectively, disposing of properties 
faster and more efficiently than in the past. 

There was a time when the older model made sense and 
many asset managers utilized a similar internal structure. With 
fewer REO properties to deal with, companies could operate 
with smaller teams and cross-train them for increased efficiency. 
But it makes much less sense in today’s market.

Today’s asset managers are flooded with properties, many 
of which are either already in a state of disrepair or at risk of 
becoming so. Banks are taking back homes of every description 
in neighborhoods of every kind all over the country. 

There are critical tasks that must be completed for both pres-
ervation and disposition of the REO. With the work coming in 
so rapidly, it would be easy to overload and overwhelm a firm 

that tried to accomplish both functions 
within the same department.

Over the past 18 months, most com-
panies working in this space have found 
that there is sufficient work to employ 
full-time teams in both areas. In fact, 
because of the time-related expenses 
involved, it makes good sense to do so. 
Time is a critical concern in this busi-
ness. The longer a nonperforming asset 
is held in portfolio, the more money is 
sacrificed on a daily basis. 

Of course, when an operation is decentralized, communica-
tion and information technology become absolutely critical. Just 
because a department is split in two doesn’t mean they don’t 
need to communicate with each other anymore. If anything, this 
is the time to pull ahead in terms of free-flowing information. 
Without transparency across the entire organization, it is very 
difficult to succeed.

thE pErfEct StructurE for SuccESS

Over the past 13 years, REO Allegiance has been developing the 
systems we use to support lenders, investors and asset managers 
that deal with bank owned real estate. We believe that HUD’s 
move to separate these two departments will make the agency 
more effective because we have become more effective and suc-
cessful when we began to separate the various functions that go 
into the work we do for servicers and investors and any company 
working in our space that takes a lesson from the agency’s move 
will also benefit.

In the end, the best companies have found that separating 
property preservation from REO disposition is only the begin-
ning. How a business organizes and structures itself is a direct 
reflection of its approach to the work it does and is often a pre-
dictor of its success. Separating property preservation from as-
set management is a business model that can make both teams 
more effective. ❖

Derrick Logan is the Director of Business Development of Bayonne, NJ-based REO Allegiance, a nationwide property 
preservation and eviction services company. He may be reached by phone at 201-746-8734, e-mail at derrick.logan@reoal-
legiance.com or by visiting the company’s website: http://www.reoallegiance.com.

On the other side 
of our business, 

REO disposition 
has its own 

set of complicated 
issues.
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Ananth Subramanian is responsible for ISGN’s product business and technology operations; he is tasked with establishing 
the company’s technical vision and leading all aspects of the company’s technology development partnerships, and external 
relationships. Ananth has over 16 years of experience and has been with ISGN since its inception. 

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.

Most organizations look at IT as a cost 
center and hence when markets go down, 
organizations tend to cut IT.

RecoveRy Tips - By AnAnTh suBRAmAniAn

It’s All About Price

Traditionally in a vendor client model, the software consumer purchases a license for each user 
that needs access to the software. This is popularly known as software licensed model. 

Pricing is based on number of licenses, type of licenses (named or shared) or time limited. 
The software is typically managed and maintained at customers’ location and the cost of ownership 
is with the customer. The customer needs to periodically upgrade the software and has to pay annual 
maintenance for the software.

Mortgage professionals call this model client server. Also on the down side, as the number of 
simultaneous client requests to a given server increases, the server can become overloaded. Contrast that 
to a (peer-to-peer) P2P network, where its aggregated bandwidth actually increases as nodes are added, 
since the P2P network’s overall bandwidth can be roughly computed as the sum of the bandwidths of 
every node in that network.

P2P computing or networking is a distributed application architecture that partitions tasks or work 
loads between peers. Peers are equally privileged, equipotent participants in the application. They are 

said to form a peer-to-peer network of nodes.
The client–server paradigm also lacks the 

robustness of a good P2P network. Under client–
server, should a critical server fail, clients’ requests 
cannot be fulfilled. In P2P networks, resources are 
usually distributed among many nodes. Even if one 
or more nodes depart and abandon a downloading 

file, for example, the remaining nodes should still have the data needed to complete the download.
As a result, the new model of choice is transaction-based pricing. This is a model where a customer 

is charged based on units of functionality consumed. The number of times each module or functionality 
is consumed determines the invoice amount. 

In the end, the software is generally maintained by the vendor. This model increases the value for 
software users and enhances the customer relationship with the vendors.

To a customer, a transaction-based pricing model reduces upfront software and hardware capital 
expenditures (CAPEX) and ongoing maintenance costs and replaces it with a predictable operating 
expense budget (OPEX) which they find it attractive. Also, corporate risk for compliance is reduced 
as provisioning to the service is typically managed by the vendor at the point of access. The cost of 
ownership resides with the service provider.

To the service provider, the licensing model involves higher ongoing support costs because of the 
onsite support requirements and the need to support different versions deployed among customers. The 
transaction-based pricing model on the other hand has fewer implementation challenges and can be 
done in a single release of the software. Maintaining at the hosting center is much cheaper compared to 
implementing solutions at various customer sites.

In a transaction-based pricing model the cost is directly proportional to the usage/revenue and hence 
is more measureable. This provides better ROI to consumers. ❖
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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

Online Mortgage Applicant Trends
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A new Mortgagebot study reveals that 
the average credit score of Western 
mortgage applicants is above the 

national average. According to Scott Happ, 
President and CEO, Mortgagebot LLC, “The 
results of a new Mortgagebot study of the over 
340,000 first-mortgage applications taken by our 
nearly 1,000 banks and credit-union clients in 
2010, online mortgage applicants in California 
have the highest average credit scores in the 
nation at 755—a full 20 points above the national 
average of 735. At the other end of the spectrum, 
Mississippi’s online mortgage applicants with 
credit scores at 695 have the nation’s lowest 
average credit score.”

Is this a real trend? Why should the data from 
one vendor be trusted? “Mortgagebot tracks 
online mortgage-application activity with great 
precision,” answered Happ. “That’s because it’s 
our only business. We currently maintain close 
to 6500 mortgage-application websites for nearly 
1,000 banks and credit unions nationwide—and 
those organizations represent about 20% of the 
regulated financial institutions in America that 
do mortgage lending.”

HigH Scoring regionS

Joining California in the top five states were two 
other Western states: Hawaii, with an average 
score of 752; and Oregon, with an average of 
751. Otherwise, the top ten were dominated 
by five Northeastern states: Connecticut (751), 
Rhode Island (745), Massachusetts (744), New 
Hampshire (744), and Vermont (744). The 
Midwest was the only other region represented 
in the top 10, with Wisconsin and Minnesota also 
scoring well.

Overall, online applicants in the Western and 
Northeastern regions had the highest regional 
average credit scores (747 and 738 respectively).

VarianceS explained

What causes such regional variances? Income 
appears to be a factor. Based on 2008 data from 
the U.S. Census Bureau, the Northeastern and 
Western regions also have the highest per-capita 
income.

 Top 10   Credit Score
 Ranking State Region Average

 1 California West 755 

 2 Hawaii  West 752 

 3 Connecticut Northeast 751 

 4 Oregon West  751 

 5 Wisconsin Midwest 747 

 6 Minnesota Midwest 745 

 7 Rhode Island Northeast 745 

 8 Massachusetts Northeast 744 

 9 New Hampshire Northeast 744 

 10 Vermont Northeast 744  

Overall, online applicants in the Western and Northeastern regions had the 
highest regional average credit scores (747 and 738 respectively).

  Average Credit Average Per-Cap
 Region Score Income

 West 747 $40,121 

  Northeast 738  $44,037 

  Midwest 734 $38,272 

  Southeast 726 $35,130

  Southwest 719 $35,381

Sources: Mortgagebot LLC; U. S. Census Bureau

and THe inTerneT MaTTerS

 1.97B Internet users worldwide (June 2010)

 266.2M Internet users in North America (June 2010)

 152M The number of blogs on the Internet  
 (As tracked by BlogPulse).

 25B The number of sent tweets on Twitter in 2010

 175M The number of people on Twitter 
 (As of September 2010)

 600M The number of people on Facebook at the end of 2010

Source: Royal Pingdom, a technology website.
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Process ImProvement - By tony GarrItano

Dare To Change
The industry is literally up in arms about the new loan officer compensation 
rules, but is all the hoopla really called for?

I have never experienced such raw emotion over a new piece of regulation. Even the RESPA changes 
that came into being last year weren’t as maligned by mortgage participants as the new loan officer 
compensation rule. By listening to bankers on both sides, you would think mortgage lending as we 

know it will change forever, and that change will be to the detriment of the industry.
Before I tell you what I think the overall significance of this change should be, let’s frame the argu-

ment first. In fact, Larry Cragun frames the background and impact of this new rule perfectly in his 
blog called Real Estate Undressed. Here’s how he explains it:

“On August 16, 2010, the Federal Reserve published its final rule on loan originator compensation. 
The cornerstone of this rule is to preclude loan originators from having any financial interest in the 
terms or conditions of the loan. In effect, a lender’s compensation of the loan originator (a loan origina-
tor is defined as a retail loan officer or a wholesale loan broker) must be pre-determined for any loan, 
while the lender’s negotiation with the consumer about the terms and conditions can vary as the lender 
deems necessary in light of market conditions.

Much confusion exists in the industry. The rules outlined below are from the Federal Reserve. They 
have not reconciled these rules to what was proposed by the Frank-Dodd Act. While close, there are 
some differences and you can expect that some of the rules will change.

This represents a paradigm shift in how loan originators will be compensated. 
The Rule: Mandatory compliance with the rule is required for applications received by creditors on 

or after April 1, 2011. In general,
1. The rule provides that no loan originator may 

receive and no person may pay to a loan originator, di-
rectly or indirectly, compensation in any amount based 
on any of the loan transactions terms or conditions.

2. Increasing or decreasing a loan originator’s 
compensation based on transaction terms or condi-
tions are prohibited.

3. Varying of a loan originator’s compensation 
based on factors that serve as a method to increase an originator’s compensation for a transaction’s 
term or conditions also are prohibited.

4. The Dodd-Frank version, a loan originator can be held personally liable for steering a consumer 
to a higher rate loan.

In English…Yield Spread Premiums and Service Release Premiums to originators are gone. Loan 
originators will no longer receive YSPs or SRPs.

Permissible Compensation Plans: In general, permissible compensation plans include plans that 
allow for:

1. The notion that the loan should be based on a fixed percentage of the amount of credit extended. 
The percentage may not vary based on transaction terms or conditions.

2. The compensation should be fixed in advance for each loan of loan originator.
3. Compensation should be based on a percentage of the loan originator’s applications that result 

I have never experienced such raw 
emotion over a new piece of regulation. 
Even the RESPA changes…weren’t as 
maligned.
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in closed loans
4. Compensation should also be based on the long-term per-

formance of the loan originator’s loans.
5. Lastly, compensation should be based on the overall loan 

volume of loan originators
Some examples of allowable compensation plans include:
1. 100% of the origination fee collected is allowable and can 

vary between originators.
2. A fixed dollar amount per loan.
3. A quarterly incentive is allowable.”
Cragun ends his blog by saying, “More changes are forth-

coming. While the Fed has published these rules, they have ac-
knowledged that more changes are forth coming.”

I wanted to share that blog post in its entirety because it’s 
the best explanation of this new rule that I’ve seen. It provides 
clarity. Too bad Cragun isn’t up in Washington helping the poli-
ticians write these bills. But I digress. 

Now, let’s examine the points for and against this new rule. 
As I said earlier, this new rule has people on both sides of the 
fence expressing very harsh views. Those that are against this 
new rule say that they are working too hard to give up traditional 
compensation and this rule is evidence that government is over-
stepping and over regulating the mortgage space. One blogger (a 
loan officer who I will not name) put it this way:

“What Congress is attempting to do is eliminate excessive 
fees and higher rates to consumers. I have to admit I’ve wit-
nessed loan officers make in excess of 3% on their loans in the 
old days. We’re capped at 3% total and last year I made 1.08% 
on all my loans. The bottom line is this: All of us in the business 
are working harder than ever and making less money.”

On the other side, you have people cheering this new rule. 
This blogger (again a loan officer who I will not name) says:

“I hope this goes through. In my opinion, loan officers should 
be on a salary basis, just like most other white collar workers 
are these days. Imagine if a doctor got paid a percentage based 
on their surgery fees or based on how many prescriptions they 
wrote. Finally, government is trying to do something about the 
out-of-control financial industry and this is only one small step 
in the right direction.”

What do I think of all this? Hard-working LOs are going to 
suffer and probably get paid less. That stinks. On the other hand, 
a system that provides any kind of financial incentive to put a 
borrower in one loan product over another is flawed and opens 
the mortgage industry up for people of little character to try and 
con the system to get a bigger commission even if it is to the 
detriment of the borrower. This conflict has to be addressed.

Are the rules being proposed by Washington the best way to 
make for a more equitable system of LO compensation? Prob-
ably not. Lenders are going to now put their heads together to 
come up with individual programs that both comply with the 
rule and work for their organization.

What can we as an industry learn from all this? We can’t 
wait for Washington to tell us how to conduct business, but we 
can’t sit around and do nothing to improve the mortgage process 
and expect to be left alone. The mortgage industry has reached 
a critical juncture. There’s no turning back, so let’s move ahead 
together. I suggest that the industry use this rule as a way to re-
think its processes and change them for the better.

Think of it this way: You may like that comfortable sweater 
that you got as a Christmas gift 10 years ago, but the fact of the 
matter is that it now has holes and it doesn’t fit right because 
you’ve gained a few pounds. Do you really need someone to tell 
you that you can’t wear that sweater out in public anymore? I 
hope not. The mortgage process is that old sweater. Let it go and 
get a new and better sweater.

Let’s look at another analogy. As we all know, there was a 
time in the history of our planet that the terrain was ruled by 
dinosaurs. These huge animals quite literally spanned the globe. 
They were the dominant force. How could anything so wide-
spread literally be wiped out? Simple, there was a shock to their 
system, most likely a huge asteroid or series of asteroids hit the 
planet, and they couldn’t adapt. 

The mortgage process is a dinosaur. Right now new regulation 
is shocking the system. So, we all have to adapt. We can’t rely on 
the same old/same old and expect to get by. If we as an industry 
cling to the process of old, we are doomed to extinction. A new 
and better process coupled with smart technology is emerging. 
Don’t just stand still and complain, dare to change. ❖

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.

We can’t wait for Washington to tell us how to conduct business, but we 
can’t sit around and do nothing to improve the mortgage process.
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Future trends - By roger gudoBBa

The Consumer’s View
Were they wronged? Are they to blame? Maybe it’s somewhere in the middle. 
I’ll give you my take.

Personally, I lay a lot of blame for the current housing crisis on the borrowers. That may not be a 
politically correct statement, but it’s true. Why do I think so? Not everyone can have a house, a 
new car, or a flat screen TV, for that matter. Make no mistake, I think people should want things 

and strive to better themselves but those wants should be goals that are achieved through hard work.
You shouldn’t buy a house that you can’t afford because you think home prices will continue to 

increase and you can refinance later. You shouldn’t buy a house hoping that your financial situation 
will improve so that in the future when your mortgage adjusts, it’ll be no big deal. 

Maybe I’m alone in saying this, or even a bit old fashioned, but I don’t think there’s anything 
wrong with buying a smaller starter house that you can afford or waiting until you have a larger down 
payment so you can get into that larger house of your dreams. Having said that, no one anticipated the 

perfect storm: a housing bubble, falling home prices, 
rising unemployment and the impact of interest rate 
changes on the various adjustable loan programs. 

Times have certainly changed in many ways. 
For example, unlike so many of our parents and 
grandparents who worked for one company, purchased 
a home, paid off their mortgage, and owned that same 

home throughout their lifetime, today’s homeowners are more apt to move because of their job or 
because of a desire to upgrade to a better neighborhood or lifestyle. 

In spite of all the efforts of regulators and lenders to properly disclose the terms of mortgages, 
many homebuyers did not take the time to read and understand what signing that mortgage meant to 
them. The lenders, seeking to differentiate themselves, offered many exotic loan products including 
balloons, interest only, payment option ARMs, and, at one point, bi-weekly loans. All of these loan 
products were designed to entice the borrower to look at their monthly payment and not the long-
term consequences of entering into that mortgage. The basic 30-year fixed rate loan was ignored.

However, I’m not going to lay all the blame on the borrower. Probably the single biggest factor 
that contributed to the housing crisis was the relaxed underwriting guidelines where it was acceptable 
and encouraged to produce low or no down payment; include higher front-end and back-end ratios; 
complete a loan when the borrower had no income, no assets, no documentation; and accept inflated 
appraisals. All of these practices contributed significantly to the collapse.

But this risky behavior was not limited to lenders. Even after borrowers got their mortgage and 
became homeowners, they continued to participate in risky financial practices, as well. These new 
homeowners tended to refinance often and use the home equity of their new home as an ATM 
machine for other, often non-essential purchases. 

So, where does the imperiled homeowner go now? A recent article form McClatchy News Service 
stated, “Many people who sought help under a federal program created to keep them from losing 
their homes are instead saddled with huge, unexpected bills. Lenders routinely approved short-term 
‘trial’ loan modifications that reduced payments for desperate borrowers under the umbrella of the 
administration’s Home Affordability Modification Program (HAMP). But lenders continued to count 

It may not be politically correct, but I 
lay a lot of blame for the housing crisis 
on the borrowers.
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the mortgages as delinquent or in default. Now instead of 
granting permanent modifications, lenders often are reinstating 
the original loan terms and demanding big back payments. 
The trial modifications can also ruin the borrowers’ credit. The 
reason: Many lenders classify modified loans as technically in 
default, even if borrowers make all their reduced payments on 
time under the trial plans. Each month these borrowers make 
reduced payments, they are reported as delinquent to the credit 
bureaus.”

The lenders claim the risks associated with any loan 
modification are clearly disclosed to borrowers when they sign 
up for temporary mods. Even so, 
many homeowners were caught by 
surprise. Last month, a congressional 
panel predicted HAMP would prevent 
700,000 to 800,000 foreclosures—
far fewer than the original goal of 3 
to 4 million. Is this another example 
of a legally correct disclosure that 
the homeowner fails to understand?

An article in National Mortgage 
News referenced a recent survey 
released by LendingTree that stated, 
“While 96% of consumers routinely 
compare prices when shopping—for 
everything and anything available for sale—almost 40% obtain 
just one mortgage loan quote. About 23% of the surveyed 
homeowners recognize they could save over $100 per month 
by reducing their mortgage rate by 1%.” I wonder: why is that? 
Shouldn’t these potential homeowners be doing a bit more 
research? After all, this is one of the biggest financial decisions 
they will make in their lifetime and can have a profound effect 
on their future.

Most borrowers will tell you that the mortgage loan process is 
a bureaucratic nightmare. It is complicated. It is time consuming 
to pull all of the requested documentation together—payroll, 
bank, and tax statements—only to have to do this multiple times 
with updated records throughout the process. 

Let’s face it. The mortgage industry is a long way away 
from giving the consumer a financial education. A one-page, 
three-loan comparison is not the answer. Previously, I talked 
about consumer education related to mortgages in particular, 
but I think the problem is deeper than that. 

How deep? The United States is losing ground in education 
even as our peers across the globe pull ahead with bigger 
gains in student achievement and school graduations, a study 
shows. By either measure, the United States was first in the 
world as recently as 20 years ago, said Barry McGaw, director 
of education for the Paris-based Organization for Cooperation 
and Development. The 30-nation organization develops the 
yearly rankings on student performance as a way for countries 
to evaluate their education systems and determine education 
policies. The most recent report based its conclusions regarding 
achievement mainly on international test scores released 

last December. They show that 
compared with our peers in Europe, 
Asia, and elsewhere, 15-year-olds in 
the United States are below average 
in applying math skills to real-life 
tasks. Given what the United States 
spends on education, its relatively 
low student achievement through 
high school shows its school system 
is “clearly inefficient,” McGaw 
said. In all levels of education, the 
United States spends $11,152 per 
student. That’s the second highest 
amount, behind the $11,334 spent 

by Switzerland. “The very best schools in the U.S. are 
extraordinary,” McGaw said. “But the big concern in the U.S. 
is the diversity of quality of institutions—and the fact that 
expectations haven’t been set high.”

“The United States has rested on its laurels way too long,” 
Jacob Funk Kirkegaard of the Peterson Institute for International 
Economics in Washington, told USA Today. “Other countries 
have increasingly caught up and surpassed the United States.” 
“We’ve been asleep for a good number of years as a country,” 
says Richard Freeman, an economics professor at Harvard. 

So, what’s the lesson that we can all learn from the mortgage 
crisis? I think it’s time for us all—regulators, investors, lenders, 
brokers, and consumers—to take responsibility for the role 
each party played in getting us where we are today. Only when 
we all realize what went wrong and how we contributed to 
that outcome can we fix our underlying problems and move 
forward.  So, let’s role up our sleeves, look at what went wrong, 
and fix it. ❖

Roger Gudobba has over 20 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 United States 
is currently 

18th among the 
36 industrialized 

nations in 
terms of 

education.
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Business strategies - By Michael haMMond

An Enemy Called Average
Looking for that competitive edge? Who isn’t? However, there may be an evil 
lurking in your company that is preventing you from succeeding.

There are many things that have been said about today’s mortgage market but words like thriving, 
booming and easy are not among them. In order to compete and grow in today’s changing mar-
kets and ultra competitive environment, companies must foster a competitive spirit.   It is impera-

tive to instill a commitment to excellence within their organization if they are going to be able to grow. 
The major roadblock to achieving this is what I call, “an enemy called average.” What does that 

mean? People are fine with just getting by. Society has taught some that it’s ok to do the bare mini-
mum. These people think that they are entitled to certain things, so they don’t strive for more. As a 
result, they become content with just getting by and doing only what’s expected and nothing more. 
When you’re satisfied with being average, that hinders you from ever becoming great. You don’t 
have that competitive spirit or drive.

What’s fueling this is a sense of entitlement. People feel like the world owes them something, so 
they take things for granted and expect things without having to put forth the work or effort to ac-
complish tasks and overall success. Unfortunately, that starts at a young age in this society. Kids are 

programmed to get what they want when they want it. 
It’s all about instant gratification.

The bigger problem is that you see this in all as-
pects life. As kids grow and participate in sports, for 
example, think they’re entitled to playing time, just 
because they showed up for practice. It doesn’t matter 
if they’ve acquired the requisite skills or put forth the 
effort at practice, they feel that they deserve to play and 

so do their parents. 
Further, just because Johnny spent an hour doing his homework, doesn’t mean that he understands 

the lesson and deserves an A. The school systems are also falling into the trap of being average because 
they don’t want to label exceptional effort or kids that need more help. They think they’re helping these 
kids, but in reality, they are crippling these kids from working hard. Society wants to protect kids from 
disappointment, but disappointment is part of life. What do I mean? Somebody gets the job, somebody 
doesn’t. Somebody gets the promotion, somebody doesn’t. By creating this sterile environment, we do 
kids a huge disservice.

So, after a life of having things handed to them, of being protected from criticism, these kids enter 
the workforce and just wait for something good to happen to them. They expect and feel like they 
deserve a given position or title even if they haven’t proven themselves. They want a lifestyle without 
putting forth the effort to accomplish that goal. What this does is produce a whole generation in our 
workforce today that’s ok with mediocrity. 

So, they stop growing. They don’t strive for greatness. They are not looking to excel. They’re not 
teachable, and they give up the first time things get tough because they have been insulated and they are 
used to getting what they want without doing anything to deserve that reward. When someone critiques 
them or out performs them, they don’t know how to respond.

What this leads to is these individuals not being adequately prepared for business or life in 

In order to compete and grow in  
today’s changing markets…companies 
must foster a competitive spirit and 
instill a commitment to excellence.
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general. They don’t follow through when 
things get tough. They shirk accountabil-
ity. In the end, they are not able to self 
analyze their situation in order to realize 
what needs to be done for them to move 
forward. What we have is a generation of 
whiners that haven’t learned how to win. 

I recently read a book by Keith Cam-
eron Smith called The 10 Distinctions  
Between Winners and Whiners. It was a 
good read. Here’s the premise of the book:

Distinction # 10: Winners take re-
sponsibility. Whiners play the victim.

Distinction #9: Winners can have what they want. Whiners 
want what they cannot have.

Distinction #8: Winners find a way. Whiners find an excuse.
Distinction #7: Winners brighten a room by entering. Whin-

ers brighten a room by leaving.
Distinction #6: Winners listen twice as much as they talk. 

Whiners talk twice as much as they listen.
Distinction #5: Winners enjoy life’s journey. Whiners put 

their joy in the destinations.
Distinction #4: Winners build friendships. Whiners destroy 

friendships.
Distinction #3: Winners think big. Whiners think small.
Distinction #2: Winners are focus-minded. Whiners are 

scatter-brained.
Distinction #1 Winners create positive meanings. Whiners 

create negative meanings.
As employers, you have to understand that this sense of en-

titlement and this enemy called average has permeated the work-
force. If this is not addressed, it can stifle future growth. 

How do you address it? It’s important to create a spirit of 
competition and a spirit that strives for excellence. I’m not talk-
ing about perfection, but rather encouraging a spirit that is al-
ways looking to improve. In creating that environment, what it 
will deliver to the organization, is an understanding that life is 
not fair. Some times you’re not going to get the deal even if you 
have the best solutions because their CEO is friends with your 
competitor’s CEO.

You can’t always control those situations, but you can always 
control how you respond. No one owes you anything, and you’re 
not entitled to anything. In other words, you have to go out and 

earn everything. Goals and dreams are at-
tained through hard work and the desire to 
never give up until you’ve accomplished 
the task at hand.

Fostering this environment for excel-
lence puts people in a position to succeed 
and a place where they can be teachable 
going forward. In doing so, once you start 
rewarding performance, when you ac-
knowledge those that are succeeding and 
those people are striving to get their head 
above the rest and their efforts are reward-
ed as a result, we start breaking the self-en-

titlement bubble. We don’t accept average anymore and individu-
als learn discipline, accountability, determination, a willingness 
to accept critique, a desire to constantly learn, and at the end of 
the day it raises everyone’s game. Now that encourages others to 
strive for greatness, too.

Organizations that promote this type of environment dem-
onstrate that there are no limits on what the individual can ac-
complish and what they can contribute to the organization. You 
inspire workers to look beyond the boundaries and look outside 
the box. That spirit of competition fosters continual growth. In 
the end, the company wins and the individual wins because they 
are more willing to do whatever it takes to achieve their goals.

Make no mistake, this doesn’t happen overnight. If the com-
pany promotes ongoing learning, sets forth a vision, and reward 
risk taking and give incentives to individuals that have gone above 
and beyond, they can eliminate this enemy called average.

I know you’re asking; “What does this mean for my busi-
ness?” As a technology vendor, if you foster this environment 
instead of having a sales team that just takes orders, is not per-
sistent and doesn’t follow through, this strategy will get you a 
staff that will move past those hurdles and improve your bot-
tom line as a result. 

As a lender, when this competitive spirit is part of your cul-
ture, your employees will seek ways to produce better quality 
loans, increase transparency and they’ll continue to battle for 
borrowers even though origination volume is expected to de-
cline this year. 

Companies must eliminate a sense of entitlement and 
instead create a competitive environment where everyone 
strives for excellence. ❖

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.

I’m not  
talking about  
 perfection, but  

rather encouraging a 
spirit that is  

always looking  
to get better.
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INNOVATIONS
2010 WINNERS

W hat is our Innovations Program all about? First, 
let’s talk about what we’re not. We’re not the 
Academy Awards that showcases tons of finalists 

in tons of categories, with judges unknown to the industry 
telling you who wins and loses. Instead, we are the Good 
Housekeeping Seal of Approval. We want to recognize 
innovations introduced between January of 2010 to 
December of 2010 that changed the mortgage space. 

Our Executive Team is made up of six professionals that 
combined have over 100 years of mortgage experience. 
They know the space and you probably know them, too. 
All applications that entered were scored on a weighted 
scale. We were looking for the innovation’s overall industry 
significance, uniqueness, positive change, the intangible 
efficiencies gained, and the hard cost and time savings that 
the innovation enables. 

We encourage you to apply online to get recognized next 
year. Tell us how you meet this criteria. But for now, in 
alphabetical order, the top five innovations of 2010 are:Deliver...

Industry Significance

Overall Uniqueness

Positive Change

Intangible ROI

Hard Savings ROI



DRI Management Systems 
www.dridefault.com
The unfortunate reality that the mortgage 
servicing segment has neglected to 
innovate its core technology over the 
years is now coming back to haunt not 
just servicing, but the entire industry. The 
servicing business was once simply just 
another department of every mortgage 
banking firm and depository institution 
making home loans. The industry was 
totally unprepared for the onslaught it 
faced, owing to the lack of innovation 
in core servicing systems, which were 
basically unchanged over the course of 
two generations.

When the crisis hit, the private sector, 
led by DRI, helped fill the workflow 
gap with increasingly sophisticated 
default management systems that were 
integrated with the main servicing 
platforms. This innovation provided 
much-needed technology for an area of 
the business that had taken a budgetary 
back seat to origination and secondary 
marketing since the late 1970s. As a 
result, DRI developed its Rincon offering 
to provide servicers the ability to handle 
many more loans using the technology 
than would otherwise be possible for 
individual servicing associates.  

 Industry Significance
Since servicing departments were 
grossly understaffed and origination 
departments were seeing layoffs, a 
secondary mission was adjoined: 
providing a platform that would serve 
as a sophisticated training tool to 
retrain people from outside servicing 
to perform key tasks. This tactic 
allowed companies to reduce layoffs, 
capitalize upon existing skill sets and 

create human resources from within 
rather than paying exorbitantly to 
acquire them. By providing innovations 
including new workflow sophistication 
as well as pre-built workflows, new 
rules engine capabilities along with pre-
built rules, “smart” services ordering 
and easily managed administrator 
configurable help scenarios, Rincon 
creates a new standard in default 
management automation.

 Overall Uniqueness
Rincon was built to not just increase 
workload capabilities, but to double 
and even triple them in some cases. 
Workflow engines of phenomenal power 
were created to anticipate economic 
scenarios and work with figures 
provided by servicing rights owners to 
develop workouts in moments—saving 
days and even weeks from the then-
typical timeframes. All the standards 
set by DRI’s previous offering, 
The Default Solution, were raised 
substantially by Rincon, bringing a 
game-changing array of capabilities 
to the loan servicing best practices 
scene. Rincon included four modules 
in its initial release: loss mitigation, 
bankruptcy, foreclosure and REO.

 Positive Change
Building on over 25 years of hard-won 
practical experience with DRI’s default 
management software, the new platform 
zeroes in on servicers’ most critical 
issues. First, the .NET browser-based 
platform is designed for accelerated 
deployment and easy implementation. 
Secondly, the designers were sensitive to 
servicer input and built the system with 
extremely robust workflow processes, 
supported by user-defined, automated 
business rules. This specification was 
especially important, as servicers desired 

to enable each borrower-facing associate 
to manage significantly more cases 
than they were able to handle without 
the technology. The Web-based design 
embeds letters, forms and other essential 
workflow items into the automated 
environments of each specialized 
module, along with pre-authorized lender 
and investor parameters and workout 
modeling. All essential third-party 
services are available with a DRI-
sponsored vendor network and can be 
ordered either as needed or automatically 
by the rules engine.  

 Intangible ROI
All in all, this brings up an essential 
point: will servicers be able to handle 
the increasing delinquencies and defaults 
without the assistance of technologies 
like Rincon? It’s probably not possible, 
in the opinion of Duke Olrich of DRI. 
“It’s not like the S&L crisis, back when 
we started DRI,” he says. “Not only are 
the tasks more complex, but the sheer 
size of the current situation overwhelms 
servicing staffs with workflow tasks 
and repetitive steps that benefit from 
automation.” With Rincon’s default 
management capabilities, servicers are 
able to avoid the current strategy of 
“throwing bodies” at the problem until 
a breaking point is reached within the 
organization.

 Hard Savings ROI
The proof is in the pudding as they say. 
One Rincon customer says, “We are 
in the business of finding ways to save 
loans from foreclosure. Without DRI’s 
technology, our success rate would not 
approach the levels we are currently 
seeing,” he says. We have experienced 
success rates of 80% and more with 
loan modifications lasting a year or 
longer, according to this Rincon user.
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Field Asset Services 
www.fieldassets.com
For years, property preservation 
companies have struggled with how to 
quickly, easily and accurately document 
completed work orders in the field. 
Many vendors rely on e-mail, FTP and 
photo sharing sites for this process, and 
there is no easy way to organize the 
photos, associate them with work orders 
and ensure that the photos represent an 
accurate record of the work performed.  

To address these issues, FAS 
embarked on creating FASconnect. To 
make the photo management process 
truly automatic, FAS knew they needed 
to leverage the intelligence of a smart 
phone but at the end of the day, they still 
could not trust that the data on the phone 
had not been changed or tampered with 
from the time the photo was taken to 
when it was shared with FAS. 

To eliminate this doubt, FAS 
developed an application on the 
Android-based phone that would tie 
directly into the camera to capture 
photos in addition to the GPS, date and 
time information and then relay this 
information directly to a web server to 
securely store the data.

 Industry Significance
Throughout the years, companies 
have brought to market innovations 
that provide unmatched benefits to 
organizations and individuals in every 
industry. Often these innovations are 
referred to as disruptive or revolutionary 
and have the potential to fundamentally 
change the marketplace. 

FASconnect is one of those 
disruptive technologies having 
a profound impact on proof-of-

performance reporting for field 
services. The mortgage industry, and 
field services in particular, has been 
challenged over the years with mistrust 
and fraud at a variety of levels. By 
creating a solution that eliminates the 
questions and offers servicers a tangible, 
certified record of proof documenting 
the work conducted in the field, FAS 
has made a difference.

 Overall Uniqueness
The unique value FASconnect brings 
to mortgage servicers is not necessarily 
the ability to capture photos at the job 
site in question with a smart phone, but 
rather its’ ability to certify each and 
every photo with a stamp that provides 
the time, date and location that picture 
was taken. 

In addition, FAS has taken this 
concept one step further and ensured 
this information cannot be tampered 
with or changed at any point in the 
process. Photos are automatically and 
in real-time uploaded and saved to 
their appropriate file folders and later 
reviewed by FAS to ensure authenticity 
and accuracy.

 Positive Change
Both vendors and customers have 
realized significant savings in cost 
and time by using FASconnect. These 
savings have lead to greater efficiency, 
productivity and business gains. One 
FAS client asserted, “FASconnect is 
really making a difference in helping us 
to more effectively manage and oversee 
the daily maintenance of our properties. 
FASconnect’s ability to stamp each  
photo with the location, time and 
date really provides an extra layer of 
assurance and security. 

“This enables us to eliminate 
multiple visits to a property and make 

decisions more quickly to get our 
properties back on the market for resale 
in a timely manner.”

 Intangible ROI
With the development of FASconnect, 
FAS has been able to transform a once 
tedious process into a streamlined, 
tamper-proof system that has 
significantly reduced operational 
costs and increased efficiency for FAS 
vendors and customers. 

FAS vendors can complete jobs 
faster enabling them to do more jobs in 
a single day to grow their businesses; 
eliminate the need for office staff to 
work late hours uploading and reviewing 
photos and ultimately reduce the 
number of office staff needed; guarantee 
the time, date and location of work 
completed to protect their business from 
potential fraud risk; receive payment on 
work completed more quickly and be 
recognized for high quality jobs.

 Hard Savings ROI
The results that FASconnect has 
delivered in such a short time have been 
remarkable. On average, FASconnect 
processes over 500,000 photos daily and 
in November 2010 FAS celebrated a 
major milestone with the 100,000,000th 
photo being uploaded through 
FASconnect. This illustrates vendors are 
using the technology, its working and 
FAS clients are undoubtedly realizing 
the benefits.

With nearly 15 years of experience 
in the property preservation industry, 
FAS is constantly developing and 
introducing new concepts, processes 
and technologies to lead the industry 
rather than respond to the industry’s 
dynamics. 

Simply put, FASconnect exemplifies 
this commitment.



MISMO 
www.mismo.org
MISMO V3 Architecture and reference 
model have seen a consolidation of 
favorable opinions during 2010. Release 
Candidate 3.0 has been out for over a 
year. FHFA, Fannie Mae and Freddie 
Mac have adopted it and have published 
a schedule for adoption by all lenders 
that deliver loans to them.

The participants and subscribers 
have continued to refine and develop 
the model. Release candidate 3.1 will 
be published in January of this year. 
It incorporates Credit, MI, Document 
Classification, and Property Valuation. 
These have been major steps this year.

In addition MISMO has incorporated 
all of the compliance requirements 
that came out in 2010. The hard 
work by the MISMO volunteers will 
enable the mortgage industry to be 
truly transparent and restore investor 
confidence.

 Industry Significance
A single model that accommodates 
every aspect of the loan from the 
first contact with the borrower until 
the holding period after the loan has 
paid off will greatly reduce errors. 
The XML-based e-file can flow from 
one system to another without costly 
conversions and reinterpretations. 
High data quality and efficient 
processes will evolve as a result of 
this reference model.

 Overall Uniqueness
The idea of a single industry-wide data 
standard is not new. Many individuals 

and organizations have sought that goal 
for over 10 years. 

It has only been through the 
dedicated work of hundreds of 
participants that MISMO has been able 
to reconcile into a single model all the 
concepts used in originations and loan 
delivery, to name just two. 

The originality was not in the actual 
idea to do it, but in the dedication to 
accomplish it.

 Positive Change
The focus of organizations during the 
recovery of the mortgage Industry 
should be improved data quality 
and transparency. The MISMO V3 
Architecture and the V3.0 release 
empower system designers in venders 
and lenders to implement both quality 
and transparency. 

Release 3.0 was the core design 
used by FHFA to require Fannie Mae 
and Freddie Mac to have a Uniform 
Mortgage Data Model. The V3.0 
reference model unifies the data 
gathered during the origination process 
with that used to deliver loan into the 
secondary market.  

 Intangible ROI
One of the impediments to a full 
e-mortgage process is the difference 
between traditional wet ink signed 
documents and e-signed documents. 
The V3 architecture unifies these into 
one model. 

A document, whether scanned 
into an image or created and signed 
electronically is a single construct with 
descriptors of the various features a 
document might have. With this unified 
model lender can design a signal 
process that will handle both traditional 
and e-documants.

For example, every field needed to 

meet the flood of new compliance rules 
that came in 2010 has been incorporated 
into the V3 references model. 
Compliance begins with uniform data 
definitions. Lenders and venders can 
take advantage of the loan’s structure 
in the V3 reference model to improve 
the borrower experience by pulling 
information from other systems so as to 
avoid repetitive data entry. 

For example, when a mortgage 
lender is refinancing a loan that they are 
also servicing, the data can be pulled 
from the servicing platform into the 
origination process. 

Similarly, during a loan modification 
one can see both the old and the new 
loan information. 

 Hard Savings ROI
The more organizations that implement 
this new MISMO architecture, the 
greater the potential interconnectivity 
and the greater the net savings will 
be. Setting a hard cost value on data 
quality and transparency is a difficult 
thing.  We could estimate its value by 
looking at the costs that the industry 
has suffered in the past few years 
for not having high data quality and 
transparency. The estimate would be in 
excess of a trillion dollars.

Can we blame all the losses on lack 
of data quality and transparency? When 
credit froze, banks would not lend to 
each other because they could not trust 
the values in the published balance 
sheets. What would have happened if 
investors and banks could have seen 
all the data associated with every loan? 
Would that have restored confidence? 
We can never know. 

However, it is obvious that that 
uncertainty was, at its core, caused by a 
lack of transparency. The MISMO V3 
reference model is designed to provide 
the same level of data to every point 
along the value chain.
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Motivity Solutions
www.motivitysolutions.com

The Movation technology provided 
by Motivity Solutions speaks directly 
to industry needs like ensuring 
transparency, data quality, executive 
insight, total insight into the entire 
mortgage operation, etc. The Movation 
Enterprise Platform is a business 
management platform that combines the 
user’s existing systems to fill the gaps, 
optimize the organization and simplify 
the business. By connecting fragmented 
technology and plugging into existing 
systems, Movation actually is able to 
maximize the user’s insight and control 
over the entire mortgage business.

 Industry Significance
Movation’s innovative, performance-
driven business intelligence capabilities 
are entrenched in the customers’ 
culture and will be instrumental as 
they deploy regulatory and business 
solutions in 2011, such as loan 
originator compensation. Through 
Movation, customers will strive to 
optimize efficiencies in an industry 
that is expected to see a 40% decrease 
in originations by year end. Further, 
Movation provides the ability, 
through its robust CRM and work 
management features, to maximize 
revenue opportunities by placing 
the customer first. The configurable 
CRM functionality enables lenders to 
maximize lead generation relationships, 
enrich customer interaction and touch 
points throughout the loan origination 
process, and create life-long relationships 
through Movation’s Relationships for 
Life program that ensures lenders are 

“top of mind” any time their borrowers 
have a lending need.

 Overall Uniqueness
In the last 20 months since Movation 
“came to market” the competition 
Motivity Solutions has encountered 
is Qlikview, SAP, Intellimine, and 
Microsoft BI. Due to our executive 
team’s cumulative mortgage experience 
coupled with the truly innovative, pre-
configured, mortgage centric business 
solutions that we deploy, Motivity 
Solutions is proud to state that lenders 
consistently select Movation over 
these alternative business intelligence 
solutions. This is quite a testament as 
the competition cited is Gartner rated 
with outstanding reputations. Movation’s 
pre-configured business intelligence set 
provides executive insight across the 
entire mortgage business; specific work 
management solutions to effectively and 
efficiently automate mortgage workflow 
activities such as lead and customer 
relationship management, conditions 
management, quality control processes, 
and automated post-closing.

 Positive Change
CFOs effectively managed multiple 
warehouse lines via Movation’s 
dashboards, which are also accessible 
via secure log in access or their mobile 
devices. Sales managers monitored 
productivity and the profitability of 
their originators utilizing the same 
performance metrics that will ultimately 
drive loan originator compensation 
programs in 2011. Operations managers 
were empowered to manage real time 
costs and overall profitability utilizing 
Movation’s activity monitoring, trending 
calculations and pull through ratios. 
Movation’s data reconciliation and 
import/export functionality enabled 

our customers to ensure data quality by 
reconciling between loan origination, 
accounting systems and their excel 
spreadsheets to ensure field accuracy, 
to minimize rekeying of data between 
systems, and to expedite financial 
balancing and reconciliation of financial 
information.

 Intangible ROI
It is very important to note that Movation 
provides the ability to act upon the 
results of the executive insights that our 
business intelligence provides. Motivity 
Solutions customers are empowered 
to focus on opportunities or potential 
problems and invoke Movation’s 
business rules, CRM, imaging, and work 
management tools to take immediate 
action to optimize these opportunities or 
resolve issues before they have a negative 
impact on their business. As an example, 
a large retail lender identified an increase 
in turnover of their loan officers with 
a direct correlation to abnormally long 
cycle times. The sales manager was able 
to hone in on the department causing 
the process to bottleneck (down to 
the actual employee) and was able to 
take immediate corrective action by 
instituting training procedures and new 
automated file distribution policies, 
thereby reducing their cycle times by 
almost 50%.

 Hard Savings ROI
One of Movation’s customers, and 
a leading, nationwide multi-channel 
originator, was able to increase their 
production by over 200% in 2010 via the 
addition of four warehouse lines, thereby 
increasing their lending capacity 4 fold. 
This lender utilized Movation’s business 
intelligence to manage these lines real 
time and anywhere via Movation’s 
mobile capabilities.
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NATION Technologies 
www.nationtechnologies.com
The patented BIOWRAP file encryption 
and management solution developed by 
NATION Technologies allows companies 
and individuals to easily certify, secure, 
manage and track electronic information 
at rest as well as in motion.  BIOWRAP 
customers are capable of encrypting 
any electronic information, designating 
retention rights and specifying precisely 
who is authorized to gain access. 

Certificate authentication supports 
digital and hardware tokens to create 
BIOWRAP encrypted files. It allows 
for encryption for any electronic 
information. Encrypted files are always 
protected and can be delivered by any 
electronic means (CD, e-mail, FTP, 
thumb drive, etc.). The encrypted file can 
only be accessed by the creator. Only 
those that present their certified biometric 
can gain access. Only those with a valid 
certificate can gain access. Specifically, 
Only members of the company or 
group can gain access. The BIOWRAP 
file encryption solution represents a 
cost-effective means to meet and even 
exceed State and Federal requirements 
for the protection of sensitive electronic 
information.

 Industry Significance
The BIOWRAP solution serves to bring 
the confidence of a handshake back 
to the mortgage space. Information 
encrypted with BIOWRAP is 
authoritative, unalterable and traceable. 
Mortgage industry professionals can now 
produce secure electronic information 
to protect sensitive client information 
in accordance with State and Federal 
requirements. Customers now have 

an increased level of confidence that 
their information is only accessible to 
authorized individuals. Institutional 
clients are provided with further audit 
protection.

 Overall Uniqueness
Traditionally, when evaluating solutions 
for the practical risk management 
of electronic information, too much 
emphasis has been placed on protecting 
the information within the confines 
of an enterprise environment and its 
transmission between parties. While both 
are important components of information 
risk management, singularly they neglect 
to properly authenticate the originator 
of the electronic information, effectively 
secure the payload and establish a clear 
method to account for who has accessed 
the authoritative version, internally 
and externally. BIOWRAP serves to 
authenticate and secure any electronic 
information at the point of creation 
to protect the information at rest or in 
motion, regardless of the transmission 
method. BIOWRAP represents a 
proactive approach to effectively manage 
and mitigate the risks associated with 
sensitive electronic information. 

 Positive Change
BIOWRAP is not an industry specific 
application. In 2010, NATION 
Technologies registered clients in the 
medical industry, corporate environment 
(human resources departments, 
accounting departments), insurance, 
and financial industry (mortgage 
brokers, appraisers, inspectors and a 
financial institution). The company’s 
most recently signed agreement in the 
financial servicing community is in 
coordination with a home purchasing 
solution platform. This platform, owned 
by Community Empower, will require 

that all valuations (inspections and 
appraisals) in this program are to be 
generated from trusted appraisers and 
trusted inspectors. Requiring that all 
appraisals and inspections be performed 
by accurately identified and properly 
credentialed professionals using People 
not Passwords authentication. This 
implementation represents approximately 
75,000 appraisers and inspectors to 
be accurately identified and properly 
credentialed over the next two years. 
NATION Technologies will operate as 
the identity authority to perform the 
service of accurately identifying these 
individuals and providing each with a 
unique certified identity. 

 Intangible ROI
For years, industries (including the 
mortgage industry), companies and 
government agencies alike have been 
expressing the need for a solution to 
address the lack of confidence and 
transparency associated with the 
exchange of electronic information. With 
no extensive implementation required, 
the BIOWRAP file encryption solution 
can immediately and cost-effectively 
prevent penalties for noncompliance 
associated with sensitive electronic 
information.

 Hard Savings ROI
BIOWRAP files remain protected 
wherever they are kept and however 
they are transported. Only authorized 
individuals are capable of accessing 
your sensitive electronic records. 
BIOWRAP allows a company to define 
a combination of confidentiality access 
rights to protect electronic information at 
all times. The BIOWRAP solution also 
includes automated monitoring. Lost or 
stolen BIOWRAP encrypted files are 
always protected.



Could the crisis have been avoided 
if more women were in charge or if a 

younger crop of leaders existed? 

When we began this study the intent was to find an answer 
to our question “Would we have the problems today 
if women had more prominent leadership roles in the 

mortgage industry?” This initial impetus for the series of articles 
that were subsequently developed was a question of leadership in 
a crisis situation and the potential impact of male versus female 
leadership. After much research into leadership styles, gender traits 
and generational issues, we determined that while there are leadership 
differences between male and female leaders they are more similar 
than different and as a result, the outcome we see today would most 
likely have been the same.  However one thing that did become much 
clearer is that the most noticeable differences in leadership are not 
gender but generational.

By Barbara Perino & Rebecca WalzakMaking Progress in
 Lending
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Our research into the “war of the sex-
es” found that this issue was limited to the 
baby boomer generation. Differences do 
exist between the men and women who 
are leading the industry today, primarily 
due to their life experiences and expecta-
tions. Because all these individuals were 
born and raised in the “baby boomer” 
generation, their underlying value sys-
tems are the same and as a result they both 
lead from nearly identical perspectives.  

While these differences originally dis-
tinguished male and female leaders, we 
have seen a merging of these styles into a 
blend of the best. Many of the traits that 
were once considered reflective of male 
leaders are starting to be expressed in a 
uniquely female approach. Likewise, traits 
that were once considered strictly female 
are often seen now in their male counter-
parts. A good example of this was Edmund 
Muskie’s presidential primary campaign 
which was derailed when vicious articles 
about his family brought him to tears and 
ended his opportunity to be elected. Yet 
recently the new House Majority Leader 
openly wept on national TV when dis-
cussing some of his most passionate is-
sues with only a few minor repercussions. 
Today it is not unusual to find male lead-
ership in the industry described as “hum-
ble” and focused on strengthening their 
listening and communication skills as 
well as visibly supporting staff members.  

Women are also learning how to rely on 
their own strengths and, while continu-
ing to listen to all discussions, asking 
“what’s your point” or “what’s the bot-
tom line”. As more women move into the 
“C” level positions and men grasp the 
value of many female leadership traits, 
they are collectively coming closer to-
gether in what it means to lead from a 
baby boomer perspective.

Generational Differences

The generation of managers that are just 
beginning to emerge as leaders have a 
very different view of what it means to 
lead a company. The Gen X members 
have a very different understanding and 
expectation of even the most fundamental 
issues of leadership.

Gen X leaders come from the global 

perspective of wanting to make lives bet-
ter, find solutions and opportunities that 
make society better while also benefitting 
the organization. They have no bias as to 
gender and accept leaders whether male 
or female; leadership is based on the ex-
pressed “passion to lead” rather than on 
expectations or the justification of having 
earned it. The legitimacy of their leader-
ship approach is based more on actions 
that have been taken and the results that 
have been achieved. They tend to see 
the hierarchy of the baby boomer com-
mand and control as a hindrance and will 
minimize corporate formalities including 
offices and titles. Internally they tend to 

focus on their career path yet their leader-
ship is focused on finding solutions that 
have a broader benefit to society while be-
ing beneficial to the company.  

Since this is the first generation that 
“grew-up” with technology they embrace 
it as one of the primary solutions to prob-
lems and opportunities, as well as the 
primary means of communication. The 
emotions associated with leadership are 

often expressed through the numerous 
acronyms and abbreviations used in their 
technology communications.

While members of the Gen Y genera-
tion are already displaying traits that will 
set them even further apart from the baby 
boomers and separate them from Gen X 
leaders this population is still too young 
to provide a comprehensive understand-

ing of their leadership traits. Their over-
all focus appears to be on what they can 
expect to get out of a corporate position 
and will demand “meaningful” work no 
matter what position they hold. Leader-
ship in their view is not given; it must be 
purposeful and earned and those that have 
emerged as leaders are passionate about 
ensuring a tolerance for diversity in any 
organization they are part of.  

These individuals have been labeled 
stimulus “junkies” because of the multiple 
technological programs that have always 
been part of their lives. They also tend 
to be blunt and expressive in their emo-
tions and communication styles, whether 
the communication is done verbally or 
through technical means.

ValiDatinG this analysis

Research, while providing concepts and 
ideas, can be misleading if not validated 
in the environment in which it was origi-
nated. In order to determine if these find-
ings truly reflected what is going on in the 
workplace, we questioned members of 
the industry to see if what we had found 
was reflected in the workplace.  

Almost unanimously those we spoke 
to emphasize those differentiators be-
tween men and women that were once 
commonly found are disappearing. 
Whether due to mentoring, experience 
or other factors, male and female leaders 
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Our research into the “war of the sexes” 
found that this issue was limited to the baby 
boomer generation. Differences do exist 
between the men and women.

“ “
Baby boomers and Gen Xers need to 

understand how to manage and motivate people 
that are not of their generation.
“ “
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are addressing issues in a similar fashion. 
There was also a consensus that gaining 
experience and understanding the orga-
nization and the industry were critical to 
leadership; a trait that is consistent with 
the baby boomer generation. Kathleen 
Wood, an experienced mortgage profes-
sional and a manager at Radian Mortgage 
Insurance stated that “baby boomers 
bring experience and tenure. When faced 
with a problem we want to know the root 
cause before we try to fix it. It’s important 
to know what was wrong with how it was 
done before.” Terri Merlino, a seasoned 
mortgage professional and management 
professional at PHH Mortgage echoed 
these sentiments. “We [baby boomers] 
want to dig in; to understand the prob-
lems, “she stated. Others we talked to had 
similar comments and emphasized how 
both male and female leaders listen to 
staff and coworkers ideas, and frequently 
bring them into discussions about identi-
fying problems and solutions.

Equally validating was the response 
we received regarding Gen X traits and 
leadership styles. Nooshy Mobasher, an 
experienced sales management profes-
sional in the industry stated “she loves 
the passion the Gen X and Y have for the 
environment and their drive to be socially 
responsible.” This sentiment was also ex-
pressed by Marianne Boylan, a mortgage 
broker who added that Gen X and Gen Y 
also have “parents who instilled work eth-
ics in them; the ideal of doing it right.” She 
also stated that their use of technology as 
a communication tool is as important to 
them as working in a team environment.  

We also looked at websites from com-
panies that were led by baby boomers and 
Gen X members. These sites reflected the 
leadership values seen in their respective 
generations. The mission, as stated by the 
baby boomer lead company was focused 
on making the company better so that it 
could help make society better. This, they 
stated, would be accomplished through a 
strong work ethic, daily improvement and 
self-discipline. On the other site, that of the 
company lead by Gen X members, mission 
statements focused on making lives better, 

maintaining profitability and having fun. 
Both of these sites clearly include what is 
expected of everyone on a daily and on-
going basis. Both are successful compa-
nies. However, the focus from which they 
make their statement is vastly different. So 
what does all of this tell us about how a 
crisis would be handled?  

crisis ManaGeMent

How would each of these groups of lead-

ers have handled the recent crisis sur-
rounding the robo-signing of documents 
necessary to complete foreclosures? To 
answer this question a comparison be-
tween these groups was conducted based 
on the traits and expectations identified in 
these articles.

The male baby boomer: This indi-
vidual would be informed of the problem 
by a member of the executive manage-
ment team and would solicit ideas from 
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Male Baby 
Boomers
(1946-1964)

Achieve the 
goal; Make 
the company 
better so that it 
benefits society.

Leadership is 
expected; more 
confident in 
assuming the 
role of leader.

No question 
in the minds 
of staff that 
leadership is 
correct. Does 
not require 
external 
endorsement.

Tough: 
physically 
and mentally. 
Expect to be 
followed. Staff 
works until the 
work gets done.  
Command and 
control

Gen Y
(1983-1994)

Is concerned 
about how it 
benefits them.

Work is  
meaningful; 
leadership is 
meaningful.

Respect isn’t 
given by 
virtue of a 
title. external 
endorsement.

Tolerant of all, 
but passionate 
about diversity. 
More  
inclusive.

Female Baby  
Boomers
(1946-1964) 

Achieve the goal 
and explain  
and/or justify 
decisions.   
Make the com-
pany better so 
that it benefits 
society.

Not an  
automatic  
expectation. 
May hesitate 
when asked. Not 
as confident  
assuming the 
role.

Selection is  
typically  
justified through  
hard work and  
accomplish-
ments.  
Usually has  
an external  
endorsement.

Soft: Expect to 
explain what 
needs to be done 
and why. Justify 
decision made. 
More lenient 
with personnel 
issues.

Gen X
(1965-1982)
 

Make lives  
better; find  
solutions and 
opportunities 
that make soci-
ety better so that 
the company 
benefits.

Natural  
transition;  
anybody can 
lead. Based 
more on who 
has the passion 
to lead

Passion for work 
to be done.  The 
one with the best 
ideas and focus 
is the leader.  
Legitimacy 
comes from  
action taken and 
results achieved. 

Group  
focused:  
Decision is the 
result of group 
consensus. 
Because group 
decision,  
self-motivating.  
Can be strong 
when required.  
Independent

Overall  
Focus

Leadership 
Expectations

Leadership 
Legitimacy

Leadership  
Style

The GeneraTion Gap



the team, probably individually. Through 
these discussions and his own experience 
he would formulate a response because he 
believes the decision is his responsibility. 
Although the decision may be validated 
from a legal and financial perspective, the 
responsibility for the decision is primarily 
his. Communication to the staff is focused 
on what needs to be done as a result of the 
decision he made.  

The female baby boomer: After hear-
ing about the problem from the section 
manager, the female baby boomer leader 
would bring the impacted staff together 
for an analysis of the problem, identifica-
tion of the root cause and solicitation of 
ideas for solving the problem.  She un-
derstands that this is a decision that she 
is responsible for. While willing to listen 
to comments and suggestions, ultimately 
she makes the decision on what the re-
sponse will be and communicates this 
decision to her staff.

The Gen X leader: This individual 
views this as “the company has a prob-
lem” and the decision of how it is to be 
resolved is to be a joint decision. This 
leader will pull the staff together to 
reach a joint decision on how to handle 
the problems. Collectively the ideas will 
be given and discussed, prioritized and a 
conclusion reached as to what is the best 
possible response.  

While all of these responses may re-
sult in a resolution to the problem, the 
difference in leadership style is evident. 
While we began this review with the as-
sumption that a female approach to this 
type of crisis would be very different (and 
better) what we found instead was that 
they would have been nearly identical. To 
find a totally different response we had to 
go to the Gen X leadership.  

WorkinG toGether

Although the data reviewed indicates that 
the male and female baby boomers are 
becoming much more consistent in their 
leadership approach, how does their lead-
ership style fit with the more open Gen X 
approach? We asked the members of our 
group to give us their impression of Gen 
Xers. The results were mixed. These in-
dividuals stated that overall they found 
Gen X more open to new ideas, valued 
the use of technology and see their re-
sponsibility to advance the greater good. 
On the down side our members thought 
that Gen X are not concerned with “pay-
ing their dues” nor do they see the value 
in maintaining loyalty to any particular 
company. Because they use technology 
as the primary means of communica-
tion, their ability to form and retain re-
lationships is questionable which most 
considered a significant problem in our 
industry where building relationships 
is critical to success. Overall they ap-
proach leadership as not about making 
the right decisions, but more of what’s 
the best solution.  

So how then can the industry meet the 
challenges facing us today when these 
two leadership styles appear to clash more 
often than merge? In order to take advan-
tage of the best of all leadership styles 
there must be a conscious effort to tackle 

the issues that keep us apart. One of the 
most critical things we need to do is open 
the lines of communication between both 
generations and listen to what each is say-
ing. More importantly we need to do so 
with an understanding that we are coming 
at the issues from a very different view 
point, than of our generation. This has to 
come from both groups as baby boomers 
cannot expect the Gen X leaders to revert 
to their styles and the Gen X group has 
to demonstrate that they understand the 
value of baby boomers experiences.  

And speaking of communication, 
baby boomers need to appreciate and 
learn how technology can reshape the 
way we do business, not see it just as a 
tool to support existing processes. Gen 
Xers need to learn how to develop re-
lationships and understand the value of 
personal connections.   

Baby boomers and Gen Xers need to 
understand how to manage and motivate 
people that are not of their generation 
since for the first time in history four dif-
ferent generations will be working in the 
same workplace.  

conclusion

Progress in lending requires strong lead-
ership. It is not an easy task to change 
decades-long programs, policies and 
processes. If these diverse groups are to 
work together to lead us into a new lend-
ing environment in the coming years, 
they must learn how to overcome these 
differences. While the belief that we be-
gan this study to validate has shown that 
it is no longer true, there is still a long 
way to go in embracing and building the 
acceptance of multiple leadership styles 
that are a critical part of moving our in-
dustry forward. ❖
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mortgage banking, student lending and other types of consumer lending, 
she has hands on practical experience in these organizations as well 
having held numerous positions from top to bottom of the consumer 
lending industry over the past 25 years.

A b o u t  th e  A u t h o r

Barbara Perino is a Certified Professional Co-Active Coach guiding her 
clients who are executive leaders and their staff. Barbara has been trained 
through The Coach Training Institute (CTI) located in San Rafael, CA. She 
completed a Coaching Certification Program through CTI and the Interna-
tional Coaching Federation (ICF). Prior to becoming a coach, Barbara was 
a 16-year veteran of the residential mortgage industry in a national sales 
management capacity for property valuation and residential mortgage service providers.
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I t seems like every day brings more bad news for the 
mortgage industry. What bad news? Originations 
are on the decline. Foreclosures are on the rise. 

More regulation is lurking around every corner. 
Investor confidence has not returned. Housing prices 
haven’t bottomed. Unemployment remains above 
8.5%. Should I go on?

When will we start seeing some good news? There 
are no immediate fixes for any of these problems and 
the host of other problems the industry faces that were 
not listed. However, in the midst of all this gloom 
and doom, Kelly Purcell of eSignSystems has always 
been an innovator who sees opportunity, not adversity. 

Sometimes you just have to hit bottom before you can 
see the best way forward. Kelly is very positive about 
the future of mortgage lending.

Why does she feel this way? Coming back from 
the brink and becoming successful takes a lot of hard 
work to accomplish. Personally, Kelly started an 
e-signing and e-vaulting company back in the 1990s 
when there was no market for this technology at all. 
So, she had to be a constant evangelizer. The bottom 
line is that she’s a hard worker and she thinks most 
mortgage professionals are as well. She talks candidly 
about her own experience and where she sees the 
mortgage market going from here. P
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In it’s darkest moment, Kelly Purcell sees the potential for many market positives.



Q: When is the mortgage space going to see a 
new beginning?

KELLY PURCELL: I believe that we are on 
the forefront. The shakeout from the 
crisis is pretty much stabilized as far as 
who the players are going to be in the 
new mortgage arena. Those that have 
weathered the storm the past few years 
are obviously committed to the mortgage 
industry. The storm cloud hovering still 
is what will happen to Fannie Mae and 
Freddie Mac. Speculation varies—but 
in the interim lenders are dealing with 
the limitations of the secondary market 
and adjusting their business accordingly. 
I see everyday lenders wanting to think 
differently and making changes. So, I am 
optimistic that the mortgage industry is 
already in its new beginning. The cleanup 
is underway and it will take some more 
time, but the housing industry is too 
critical to our economy to not give it the 
attention and resources to make it better. 

Q: But with origination volume predicted to 
decline by as much as 40% this year, how does 
the mortgage industry reinvent itself in such a 
challenging market?

KELLY PURCELL: The good news about 
origination volume being down is that 
it allows mortgage participants to play 
catch up. With a lot of the regulatory 
changes coming into effect in 2011, most 
companies have been scrambling to buy 
or build solutions to help meet those 
requirements. Historically speaking, 
most technology changes occur in a down 
market. When companies are at peak 
volumes it is hard to implement change. 
The challenge now is that even though 
volumes are down, resources have been 
cut quite drastically in the past few years 
so finding the “talent” to reinvent will 
be difficult. I think that is part of what is 
driving the utilization of the SaaS model 
in all areas of the mortgage process, 
namely the lack of resources within a 
company. That is why our SaaS partners 
are so important as they offer e-signatures 
and e-vaulting embedded within their 

products and services creating many 
options for lenders today. Companies 
will be very focused on the ROI of 
technology investments and how it can 
improve their competitive advantage. 

Q: Also on the down side, foreclosures hit 
a record high last year and that number 
is expected to increase more this year. As 
someone who is fortunate enough to serve both 
lenders and servicers, what do servicers do to 
reinvent themselves this year to deal with all 
these foreclosures?

KELLY PURCELL: Yes, we participate in all 
market segments. Servicers have been 
challenged over the last 24 months in 
particular and continue to be challenged. 
Having said that, the technology 
providers that service this segment have 
been working very diligently to improve 
their products and services not only on 
the foreclosure process, but also the 
modification process, as well. An example 
of that is DRI, who won an award for their 
contribution to improving this market 
segment. What we’ve seen as a result of 
these market conditions is that servicers 
are reaching out. They want technology 
solutions. Most servicers are a part of 
a larger company or entity and those 
larger companies realize that technology 
dollars need to be allocated to servicing. 
To fully address future issues, everyone 
now understands the impact of efficient 

servicing or the lack thereof. Who knows 
where the housing recovery would be 
today if response times and programs had 
been different. I believe there has been a 
real window of opportunity for technology 
providers and many of them have stepped 
up to the plate. E-signatures  have made a 
significant positive impact.

Q: One issue that we continue to hear from 
lenders and servicers is that regulatory 
uncertainty is stalling innovation. Are people 
more or less willing to innovate given this 
uncertainty?

KELLY PURCELL: I actually have seen the 
opposite. I see the technology providers 
working day in and out to make the 
engineering changes necessary to provide 
products and services to help lenders meet 
those regulatory changes. They want more 
information as to how technology is going 
to solve a particular regulatory issue. We 
have resources to stay on top of all the 
regulation out there and we are actually 
providing guidance around regulatory 
compliance to our customers. We feel 
comfortable in this area and are glad to 
be viewed as an additional resource to our 
customers/partners. 

Q: One positive development is that recent 
research shows that technology spending will 
be up by 15% this year as compared to last 
year. Is that good news or was technology 
spending just abysmal last year?

KELLY PURCELL: Many sources have 
indicated that tech spending will be up 
this year. I understand that companies 
will spend $600 billion dollars by 2012 
on mobile payment applications alone. 
Now that is a number to notice. There 
continues to be focus on technology. 
Organizations continue to spend, just 
more carefully. Many technologies are 
very mature and proven. I don’t see a lot 
of new technology surfacing, more just 
improvements of existing technology. 
I see mobile applications as an area of 
growth. I also see more interest in secure 
authentication of both the data and the 
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Industry PredIctIons
Kelly Purcell thinks:

1Online authentication and single sign 
on will be a top priority for companies 

this year.

2Regulatory compliance concern will 
continue to drive technology adoption.

3In particular, e-signature adoption will 
grow conservatively by 20% this year.

4Mobile applications will drive the 
banking industry and will spill over to 

the mortgage industry.



individual and of course e-signatures.  

Q: So, how would you define the state of 
innovation? Is it alive and well or are mortgage 
companies just getting up to speed?

KELLY PURCELL: Most companies are still 
playing catch up with the fallout and new 
regulations that have taken place over 
the last couple of years. Technology is 
approached from the point of view that I as 
a mortgage professional want to automate 
to make this one process better. I think 
technology usage today is more about 
process improvement. Do you call that 
innovation? I’m not really sure, but there 
is a more defined approach to solving 
process problems with technology. This 
approach by market participants is 
encouraging to me, but it isn’t necessarily 
the earth-shattering innovation that comes 
to mind when thinking of huge technology 
advancements. 

Q: You have been an innovator in the area of 
e-signing, having brought to market a solution 
in the 1990s, long before there was a market 
for this technology. How has the industry’s 
perception of e-signing changed over the years?

KELLY PURCELL: The numbers speak for 
themselves. Adoption continues to grow. 
If you look at the increased number 
of companies producing e-disclosures 
from three years ago to today it is pretty 
impressive. Not only is that area growing, 
but now companies are realizing they can 
spill the e-signature process over into 
other parts of their business, to include 
contracts, HR documents and virtually 
any document that needs a signature. Most  
e-signatures are being done at the point-
of-sale today. On the closing side you 
can see the MERS numbers continuing 
to increase as well, though. When the 
investors have an easier process for the 
seller/servicer to get “approved” to sell 
e-notes—then we will really see traction 
on the closing side. In addition there are 
a couple of pioneers in the warehouse 
lending community that will help with 
liquidity in the sale of e-notes. It is all 

finally coming together. Our company 
continues to support technology platforms 
and lenders in preparing their company 
with a complete product roadmap of 
products to get them from e-disclosures 
to a full e-mortgage and everything else 
in between. It is very exciting.

Q: You’re not just an e-signing vendor, you 
also offer e-vaulting. How has the industry’s 
perception of e-vaulting changed over the years?

KELLY PURCELL:  E-vaulting is a specific 
offering. I believe that there will be a 
handful of organizations that will commit 
and be successful as a long-term e-vault.  
However, even if you touch an e-note for 
30 seconds, 30 minutes or 30 years, a 
lender does need access to an e-vault in 
the closing process. This is where there 
is some controversy in the industry as to 
what that means. The term is thrown out 
there with a lot of different definitions. 
An e-vault should provide to a lend,r at a 
minimum, the ability to e-sign a SMART 
Doc, audits around all processes and of 
course the whole integration with the 
MERS eRegistry as the loan moves 
through its lifecycle. Then there is the 
e-delivery piece and then the final resting 
place of the e-note – in an e-vault. The 
good news is that you can perform all of 
these functions with existing platforms 
that are out there today. I am hoping 
to see more direction from non GSE 
investors as it pertains to the purchase of 
e-mortgages this year.

Q: So, what’s ahead in 2011 for eSignSystems?

KELLY PURCELL: In 2011 we have enhanced 

several of our modules. We are emphasizing 
smart reporting and putting business 
intelligence around our e-signature 
solutions. That’s unique because I don’t 
think our competitors offer that type 
of intelligence around e-signature and  
e-vault usage. We continue to be 
committed to the financial services 
marketplace and the specifics as it relates 
to the mortgage industry. As we talk 
about things like business intelligence, 
we think it’s critical that companies can 
take the data and document information 
and track trends, etc. How do you provide 
a more transparent process if you can’t 
track every part of your workflow? The 
answer is that you can’t. Lenders want 
and need that control in every aspect of 
their business, including their usage of 
e-signatures. 

Q: What would your closing thoughts be about 
how the mortgage industry can recover from 
this meltdown and be better for it in the end?

KELLY PURCELL: To recover is to rehabilitate 
and that is what the industry has been 
doing the past 24 months. The mortgage 
industry is looked upon as a major 
barometer of the U.S. economy. Everyone 
takes that very seriously. The mortgage 
industry has been vilified of late, but I 
believe that the industry can and will play 
an important role in bringing our country 
back from the brink of disaster. However, 
this will take continued commitment 
from everyone in the mortgage space 
to continue to innovate and improve the 
quality and delivery of a sound asset to 
the investment community. We can and 
will rise to the challenge. ❖

Kelly is 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. She was co-founder 
of eSignSystems and has over 25 years of mortgage and technology 
experience. Kelly is recognized as an evangelist and advocate of 
e-signature and e-vaulting technology driving e-mortgage adoption. She 
held prior positions at GE Capital and Transamerica Financial Services. In 2009, eSignSystems 
was the recipient of Mortgage Technology Magazine’s Lasting Impact Award.
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Sometimes mortgage professionals have a hard 
time getting their hands around technology, but  

it doesn’t have to be that hard in the end.

Over the past decade, technology has 
become an important part of the value 
proposition for lenders, as in-house and 

packaged technology solutions for support of the 
loan procurement and fulfillment process have 
been more widely created and adopted. However, 
many originators and production leaders have a 
hard time keeping up to date on what really ex-

ists in the marketplace with their competition, as 
well as thoroughly understanding how systems 
and platforms can tangibly impact their business. 
As many lenders have a clear understanding of 
their value proposition and vision today, technol-
ogy has become a more significant element when 
individuals evaluate change. 

In the past, loan fulfillment processes relied upon 

By Steve Rennie
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Technology
Really Understanding 

an experienced sales and operations staff to deliver 
critical areas of communication in the workflow of 
a file with borrowers, referral partners and lenders. 
However, as the mortgage industry evolved and job 
candidates became more passive in their openness 
to evaluate other employment options, a robust 
technology offering became a key differentiator for 
some lenders to attracting and hiring quality lead-

ers, producers and production teams. 
Over the past five to seven years, there have 

been great strides in the development of special-
ized systems to support loan production, allowing 
many organizations to leverage technology to allow 
for more efficiency and improve the lending value 
chain. These efficiencies provide the originator a 
better opportunity to create work-life balance and 



growth based on the objectives they want 
most. Prior to the advent of systems like 
these, technology still had a high-cost bar-
rier associated with it and web-based ap-
plications were not as readily available. 

At the same time, off-the-shelf prod-
ucts have made improvements, bringing a 
more robust solution to the marketplace. 
Presenting solutions to overcome tradi-
tional originators’ inefficiency is critical 
to a company’s core value proposition. 

Originators and production leaders 
exploring employment change are really 
looking for solutions to one of two things: 
efficiency for work-life balance or effi-
ciency to grow their business. And tech-
nology is a key element to their answer, 
as it has become a vehicle to obtain a bet-
ter level of efficiency in 2011 and beyond. 
Technology can help individuals spend 
more time on their business, with their 

family or growing their referral network. 
Here are some specific areas of focus 

where technology can provide efficiency, 
as well as why it can be compelling when 
people are model matching a new mort-
gage lender to join.

Prospecting/Business Development: 
Originators require systems to support a 
relationship-based and referral-oriented 
business model. They include contact 
management, lead acquisition and man-
agement, Web-based communication so-
lutions and customer credit monitoring 
and retention. Today’s CRM (customer 
relationship management) systems have 
enabled producers and managers to build 
databases of referral partners and custom-
ers and to manage their relationships more 
effectively. As simple as it sounds, having 
birthdays, anniversaries, attributes of a 
loan (rate and term), etc. are all important 
for understanding how and where you can 
create value for your customers. 

Systems like these work when you 

do not, so they enable maintenance of an 
existing business and the ability to spend 
more time growing it if that is the goal. 
Other systems have been developed to 
help manage leads via various channels to 
ultimately create top-mind awareness and 
also brand the professional as a trusted ad-
visor. Each of the examples below could 
become valuable to ones business:

Customer Relationship Management 
(CRM): Having a robust back office CRM 
seamlessly integrated with your past cus-
tomers’ loan data can pay dividends. Not 
only can you use it to proactively market to 
them, it also becomes a great retention tool 
for knowing when market conditions will 
impact their decision around financing. 

Loan Officer Websites: Today’s loan 
officer must be able to capture an appli-
cation, as well as have a presence online. 
Having a website allows consumers, fu-

ture clients and referral partners to find 
out more about you, your contact info 
and any value-added content your com-
pany offers. 

Marketing Portals: Marketing por-
tals give originators top-mind awareness 
through e-mail and mail campaigns to 
their referral partners and past customers. 
There are affordable solutions available 
to create a marketing portal. Most portals 
also enable LOs to order corporate logo 
items for their customers and business 
partners, everything from pens to polo 
shirts and many other items.

Call Capturing Systems: Not as wide-
spread as other systems, but effective 
when applied, call capturing systems have 
allowed lenders and Realtors to partner 
and gain insight into prospective buyers 
for specific properties. 

Consumer Credit Monitoring: Proac-
tive solution-based systems help you incu-
bate borrowers whose position today may 
not lend them the ability to borrow by pro-

viding them with products that will help 
them do future business transactions. 

Origination, Fulfillment & Pipeline 
Management: There are dozens of off-
the-shelf and custom-made origination 
systems. Some are more widely used 
than others. Some systems are integrated 
into other technologies that allow for ac-
curate and consistent passage of infor-
mation from pipeline application to clos-
ing of a loan. 

When systems are not connected, 
there is a risk of data not being transferred 
accurately. Here’s what to look for:

Paperless Loan Origination Systems: 
Having the ability to scan and upload 
items for a loan file creates an electronic 
file that enables LOs, their operations staff 
and others to save time and money by not 
having to wait for the mail. Overall, this 
helps lower costs to produce loans.

Product Sifters: Having the ability to 
enter scenarios and leverage technology 
to identify the best products and price 
for your customers is a HUGE time saver 
from the days of staring at rate sheets and 
making sure you didn’t miss an add-on.

Pipeline Management: There are few 
providers of pipeline management. Hav-
ing the ability to view where your loans are 
at, at all times, remotely from the Internet 
can help you meet your referral partners’ 
expectations. If you know where the loan 
file is, where each condition is and where 
you are in line for UW-Doc-Fund, you are 
in a position of power. More time to work 
in your business means less time you’re 
working on your business. This equates to 
more time for prospecting, client referral 
meetings and networking, which lead to 
more efficiency by doing the right things 
for your business. 

Pricing Engines: Like product find-
ers, technology has given people the abil-
ity to use real-time price when speaking 
with clients. Having physical rate sheets 
and incorporating the hits and rebates 
more accurately have become the norm. It 
lets you stay on top of the market all day. 
Also, you have better time management 
because you don’t have to track down rate 
sheets, find your product among the pages 

and calculate client specific add-ons. 
Appraisal Management Systems: In 

early 2010, many companies stumbled 
for efficiency in this area. Then technol-
ogy provided the ability to manage and 
make this more efficient. As regulations 
have changed, many companies have con-
tinued to leverage these technologies to 
better facilitate their process. 

We need to remember that there are 
many ways to grow a business. Technol-
ogy is an enabler, and when leveraged and 
executed properly, it can be a competitive 
advantage. Evaluate your business and 
identify areas where there is room for 
improvements and enhancements, model 
match your “complete” business to your 
current employer and make sure you are 
with a lender that provides technology-
supported business plans to help you cap-

ture more efficiency. 
From there, take the time to learn 

enough about these systems to use them 
to their fullest. In the months and years 
to come, speed and efficiency will con-
tinue to differentiate service providers 
and it will not be a bad thing for you 
to be leading the race when someone is 

competing against you. 
Like most things in life, it takes time 

and effort to be good at something. If you 
are not a big technologist, and if you are 
slow to change, make sure you mentally 
set expectations for yourself properly. 
You will get out of it exactly, but not more 
than, what you put into it. ❖
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Technology is an enabler, and when leveraged 
and executed properly, it can be a competitive 
advantage.
“ “

Steve Rennie is a Managing Partner at Hammerhouse LLC, an expanding 
national recruiting and strategic growth firm for the financial services 
industry with mortgage sales and leadership placement at its core. 
Hammerhouse has been providing strategic growth services within the 
mortgage industry for over a decade by partnering with clients to source, 
attract, model match, hire and retain revenue-generating human capital 
at all levels of an organization — from production to executive leadership. To contact Steve 
Rennie please e-mail steve.rennie@teamhammerhouse.com or call 949-525-9407. For more 
information on Hammerhouse LLC, please visit http://teamhammerhouse.com.
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Experience the Five Brothers difference… stronger results from the ground up.™



Multitask

T he headlines from the most recent 
(third quarter 2010) FDIC Quarterly 
Banking Profile look pretty rosy – “Year-Over-Year 

Earnings Improve for Fifth Consecutive Quarter”; “Net In-
come Totals $14.5 Billion, Up from $2 Billion a Year Ear-
lier”; and, “Industry Assets Increase by $163 Billion”. But, 
once you begin peeling away the layers of the onion to reach 

the operational level of many of the insured 
institutions whose performance is lauded in 

these performance metrics, a challenge appears for provid-
ers of loan origination systems (LOS) and a new approach 
to the design and delivery of a broader loan management 
system (LMS) emerges.

Setting aside the 665 financial institutions with assets 

greater than $1 billion, the remaining 7,095 insured commer-
cial banks and savings institutions in the U.S. have reduced 
their employee count over the past 12 months by almost 5%. 
In the case of institutions with less than $100 million in as-
sets, the cut is a whopping 16.5%. The implications of this 
reduction in human resources are wide ranging, but for the 
LOS provider it means that we must find ways to make users 

both more efficient and more proficient in the overall origina-
tion and management of real estate mortgage loans. 

Efficiency may be increased by providing access “any-
where, anytime” through Web delivery, requiring nothing 
more than Internet access and a standard Web browser at 
the user’s location. According to Frank Jerman, lending 
manager with Coloramo Federal Credit Union, “We serve 
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Embedded  
intelligence  

and expanded
 functionality allow  
loan management  
system users to  

wear multiple hats.



approximately 8,000 members across 
the country. The ability for our lenders 
to access the Web-based loan origina-
tion platform anytime, anywhere and 
collaborate in real-time is essential to 
our business.” As organizations become 
more “virtual” in nature, having this 
type of access to a cloud-based LOS has 
become almost a given when evaluating 
new platforms.

Providing an easy-to-use, intuitive 
interface that allows users to accomplish 
tasks with a minimum of data entry, also 
increases efficiency. For instance, once 
a value is entered on a 1003 or other data 
entry form, that value cascades through 
all other forms within the system that 
contain the same field. This also greatly 
reduces the chance of input errors and 
forces consistency throughout the sys-
tem. Loan officer Irene Bycko, with 
Cleveland Selfreliance Federal Credit 
Union, considered a number of LOS 
offerings before selecting a Web-based 
platform to replace their old technolo-
gy, “The differentiating features that the 
application offered—an easy-to-use and 
robust user interface (and competitive 
pricing)—ultimately made our decision 
an easy one”.

And finally, efficiency may be im-
proved by providing an intuitive work-
flow that: allows for the tracking of 
milestones; assignment of tasks (either 
to oneself or others); setting of condi-
tions; and, real-time, online collabora-
tion both with colleagues and with bor-
rowers in a paperless environment. This 
aspect may best be summed up by Lee 
Ann Loucks, real estate loan officer for 
Community First Bank, when she says, 
“We are a small community bank, and 

each of us wear many hats, so the ef-
ficiency that comes with the time and 
cost savings of using a LOS with intui-
tive workflow is invaluable.”

Ensuring Agility

By adding intelligence to the LOS to 
guide users through evolving regula-
tions such as RESPA, Reg Z (and its 
subsequent MDIA amendment) and 
Title XIV of the Dodd-Frank Act, LOS 
providers can allow today’s new gen-
eralists to become more proficient in 
the loan origination process. In order 
to succeed in that endeavor, the LOS 
must contain a blend of LOS-specific 
interface screens and direct interfaces 
to third parties that specialize in com-
pliance, whether it be intelligent error-
checking of data, or state-specific com-
pliance in the creation of disclosures, 
either for initial sets or the entire final 
set of closing documents.

In the case of RESPA, we at Xetus 
decided to create a new RESPA-compli-
ant interface that shows both the HUD-1 
line numbers and the GFE block num-
bers on the GFE. The GFE still looks 
the same, so it’s easy for “generalist” 
users to make the transition. In this case 
it is was crucial to weave the spirit of 
the strict regulations into the required 
continuity from GFE to HUD-1. That 
is the real user interface challenge that 
LOS providers face in reaching this new 
level of “mentorship.”

However, when it is done correctly, 
users notice. According to Jennifer Dur-
ham, chief operating officer of Member 
Advantage Mortgage, “the transition 
to the new RESPA regulations was as 
painless as possible, we didn’t have to 

figure out anything with this change. 
We simply had to turn on the computer 
and the LOS handled everything.” The 
interface immediately flags any value 
that falls outside the permitted variance 
with a red warning box, a feature which 
Durham says she found most useful be-
cause loan consultants can immediately 
see the issue and must address it. Every 
LOS will have a different approach to 
solving this problem. Users should look 
into all solutions and approaches so 
they can decipher what will work best 
for their institution.

Much like a person building a home 
depends upon a general contractor to be 
their single point of contact throughout 
the building process, today’s LOS user 
depends upon the LOS to be their gen-
eral contractor for the loan origination 
and management process. So, just as a 
general contractor needs to know all the 
building codes and know which parts 
of the building process he or she can 
manage directly and which need to be 
subcontracted to a specialist in plumb-
ing or electrical or HVAC, the LOS pro-
vider needs to monitor both existing and 
pending regulations and know which 
they can implement directly and which 
they’ll need to have provided by a part-
ner. While the person building a home 
knows how much living space (number 
of bedrooms, bathrooms, etc.) they need 
and the style of home (ranch, split-level, 
colonial, etc.) they’d like, they depend 
upon the builder to manage the details 
and to make sure that their completed 
home meets all local building codes and 
will pass all requirements to obtain a Cer-
tificate of Occupancy. In much the same 
way, the LOS user knows what type of 
loan (conventional, FHA, VA, etc.), what 
term (15 year, 30 year, 5/1 ARM, etc.), 
and what rate they’d like to provide to 
a borrower. However, they increasingly 
depend upon the LOS to manage all of 
the data consistency, compliance, audit 
trail and state-specific documentation 
to close a loan that meets the criteria to 
be sold to an investor without fear of a 
forced buy-back or penalty fees.
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Scott Stein is President and CEO of Xetus Mortgage Corp.  Xetus (www.
xetus.com) pioneered the development of a Web-based total loan 
management system.  Xetus provides loan management automation 
to lenders, service providers and investors, all working collaboratively 
in real-time over the Internet in a secure environment.  Xetus is also 
partnered with some of the country’s major credit organizations, 
underwriting and selling entities, mortgage insurers, valuation and compliance providers.

A b o u t  th e  A u t h o r



And, there is a natural extension 
to this analogy. After living in a home 
for a few years, circumstances might 
change and a homeowner may decide to 
expand his or her home or replace some 
windows or remove a wall. Rather than 
bringing in a specialist who only does 
remodeling or window replacement, 
wouldn’t it be nice to be able to deal 
with the same general contractor who 
built the house in the first place?

A nEw lOs
The same is true for the new breed of 
LOS known as a Loan Management 
System (LMS). A Loan Management 
System, in addition to originating loans, 
allows for the subordination, modifica-
tion and overall management of loans 
throughout their lifecycle. So, the same 

“generalist” who originates loans one 
day may use the same LMS the next 
day, working with the same attachments 
(the “drawings” of the builder analogy) 
and same data providers (the “subcon-
tractors” of the builder analogy) to un-
derwrite a subordination request or ana-
lyze cash flow for a possible proprietary 
or HAMP/2MP loan modification.

Therefore, as this trend toward gen-
eralization continues, forward-thinking 
LOS providers are expanding their 
platforms to allow for the broader man-
agement of existing first and second 
mortgages. In fact, some of these sys-
tems are being used today by financial 
institutions to review subordination 
requests, restructure mature HELOCs 
and mitigate losses by modifying non-
performing loans—all by the same pool 

of customer service representatives and 
underwriters, all with the same user in-
terface and all on the same Web-deliv-
ered software platform.

The ability to utilize a LMS in this 
way highlights the flexibility that a mod-
ern architecture gives for handling appli-
cation-specific tasks through a common 
interface that is easily mastered by gen-
eralists, wearing one of their many hats 
within the organization. This usability 
and integration enables what were once 
separate silos of experts within orga-
nizations to be replaced by generalists 
working on a common platform, with a 
common interface and data repository. 
It’s not at the Microsoft Word for Loan 
Officer level yet, but with some systems 
available in the market today, it’s head-
ed quickly in that direction. ❖
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Deliver 
Greater 
insiGht

By Janet Ford

Technology should be used to offer lenders more 
insight into the loan, especially when  

dealing with third parties. 

T here has been no shortage of volatility in the mortgage 
lending industry over the past few years. We have seen 
everything from the Federal takeover of Fannie Mae 

and Freddie Mac to a continuation of the worst housing slump 
in recent history, yet our industry has continued to persevere. 
However, significant challenges still remain for the industry at 
large as illustrated by a recent Standard & Poor’s/Case-Shiller 
house price index at least indicating the possibility of a double-dip 
recession. With rates rising and consumer demand for purchases 
and refinances declining, mortgage lenders face 2011 under a cloud 
of continued uncertainty. 

What we do know is this: the future of the mortgage lending 
environment will involve much more due diligence of the process as 

well as more data validation. Data validation is a key component of 
ensuring a seamless lending process from start to finish. As part of a 

true, 360-degree view of a borrower, lenders now rely on verification of 
employment, identity and income. But, what has been missing until now 

is verification of deposit, which is a required component to qualify for a 
loan. Having a full view into a borrower’s debt income picture will enable 

lenders to make much more informed lending decisions, and better protect 
them against fraud and repurchase risk.
The need for increased data validation negatively impacts efficiencies as it could 

require the secondary market to re-validate information that has already been checked 
during the origination process. Adding repetition to an already complex lending process 

is a step most in the industry would rather avoid, as it would undoubtedly result in a more 
labor-intensive loan process for everyone involved. Today, an alternative solution exists that will 

produce verified results without the repetition.
A better lending model would be a broker network tool that enables everyone in the lending process to 

pass loan information upstream or downstream as necessary. Enabling brokers, secondary purchasers and 
servicers to share the same loan file data and verifications would increase efficiency and confidence in the 
lending system.

With greater validation required comes the need to have consistent and accurate loan information 
that remains attached to a file and viewable from origination through closing. Automating and enlisting a 
common repository for all verifications necessary throughout the loan process will be an essential tool for 
lenders to meet the demands of greater data validation. 
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From a fraud perspective, loan docu-
ments are vulnerable as they move up-
stream or downstream through the loan 
process. Working with an independent 
third-party provider (with no stake in the 
outcome of the lending decision) better 
ensures that loan documents remain un-
altered and more secure. Lenders should 
focus on engaging fully automated pro-
viders that can fulfill the requirements for 
both “verified” and “documented” infor-
mation on both current and historical em-
ployment and income in order to realize 
the most benefit.

How DiD we Get Here?
We have seen firsthand the effect of bor-
rowers’ collective inability to successful-
ly meet their debt obligations. To combat 
this, the Dodd-Frank Wall Street Reform 
and Consumer Protection Act of 2010 in-
cludes strict income verification require-
ments that preclude loan officers from 
taking a borrower’s income information 
without also receiving verification of a 
tax transcript or another form by an inde-
pendent third party. The “Minimum Stan-
dards for Residential Mortgage Loans” 
(Sect. 1074) of the bill states that no origi-
nator may make a mortgage loan unless 
they “verify” and “document” via a “third 
party” that the consumer has a reasonable 
ability to repay.

In the past, a broker would complete 
a loan application to qualify a borrower 
and submit the loan to be funded from 
the lender. This process yielded a great 
deal of fraudulent activity that resulted 

in lenders having to buy back many loans 
that they funded. While it is not required 
today, some lenders are taking greater 
precautions and running loan applications 
through their own underwriting process 
as well and receiving audit copies of loan 
files. By moving to a more automated 

broker network environment, lenders no 
longer have to re-process the request for 
tax transcripts, but can now rely on what 
loan information was initially pulled, re-
trieving that information in a secure envi-
ronment from third-party providers.

Fannie Mae and Freddie Mac hold the 
largest stake in the industry, backing 89% 
of all mortgage loans. Until new inves-
tors enter the market, mortgage lenders 
that want to sell loans to Fannie Mae and 
Freddie Mac have to meet their increas-
ingly stringent loan requirements. Histor-
ically, many issues related to compliance 
with Fannie Mae selling policies are not 
detected until after loans are delinquent or 
through the foreclosure process. A recent 
report from Fannie Mae found that for its 
2009-2010 book of business, the single 
largest category of misrepresentation in a 
loan file was the borrowers’ liabilities at 
26%, followed by income at 23% and oc-
cupancy at 21%.

As loan repurchase requests to lenders 
have increased in recent years, it highlights 
the need for an improved approach for de-

livering loans that meet Fannie Mae’s un-
derwriting and eligibility guidelines. Fan-
nie Mae’s Loan Quality Initiative (LQI) 
went live in December 2010 with the goal 
of ensuring pre-funding validation and 
quality control, thereby mitigating loan 
fraud and repurchase activity. According 

to Fannie Mae, “A primary focus is on 
capturing critical loan data earlier in the 
process and validating it before, during, 
and immediately after loan delivery.”  

Bank of America is in negotiations 
with investors to repurchase $16.5 billion 
in bonds, and recently agreed to pay near-
ly $3 billion to Fannie Mae and Freddie 
Mac to resolve outstanding repurchase 
requests on loans from Countrywide Fi-
nancial Corp. Standard and Poor’s proj-
ects the top U.S. banks could face up to 
$31 billion in losses from buying back 
bad mortgages. Fannie Mae and Freddie 
Mac are among those investors aggres-
sively pursuing buy-backs with lenders 
they claim sold loans into Wall Street 
and government bond programs without 
completing the necessary verifications to 
check for quality. 

Banks have countered that Fannie Mae 
and Freddie Mac are kicking back loans 
that performed for two to three years if 
they can provide any proof, such as undis-
closed debt, faulty appraisals or falsified 
income, employment data or credit rat-
ings. While many banks are fighting back, 
Freddie Mac is taking a tougher stance 
and using contract renegotiations to spur 
banks into buying back the bad loans.

Lenders today are facing falling home 
prices compounded with shrinking con-
sumer demand and simply cannot afford 
to repurchase loans. Investing in technol-
ogy on the front end that mitigates repur-
chase risk is a step more lenders should 
consider going forward. For larger lend-
ers, the insulation that comes with having 
a broker network tool is even more crucial 
as they do not have the time and resources 
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As a precautionary measure, lenders now 
want the ability to audit loan files before they 
fund a loan.
“ “

According to research done by Fannie Mae, the single largest category of 
misrepresentation in a loan file were:

The Borrowers’
Liabilities  

at 26%

Followed 
By Income  

at 23%,

And Lastly  
Occupancy  

at 21%.

Tracking MisrepresenTaTion



to manage various vendor partners.
As Fannie Mae and Freddie Mac re-

quire lenders to conduct due diligence on 
each loan, lenders must also impose this 
sense of greater transparency and insight 
on the correspondent lenders originating 
their loans. Lenders need to ensure that 
loan originations are adhering to the new 
guidelines set forth and that they also re-
ceive a copy of each loan file so that when 
it is packaged and sold, it comes with a 
guarantee from the lender that it meets all 
new and existing requirements. Giving 
lenders a way to confirm that all neces-
sary checks are being performed on each 
loan downstream mitigates fraudulent ac-
tivity by creating an audit trail, as well as 
enabling lenders to revisit the loan infor-
mation at any time during the process. 

A majority of lending institutions al-
ready have membership networks estab-
lished and in order for brokers to partici-
pate in a lender’s program, they have to 
go through qualifications that allow them 
access to the network. Once the broker is 
admitted, third-party providers offer lend-
ers the ability to link the viewing of loan 
documents with the appropriate permis-
sions from various organizations, deliver-
ing information in a consistent, reliable 
fashion, that easily integrated into LOS 
and loan file systems. Because brokers of-
ten work with several lenders, each lender 
needs an automated and intelligent broker 
network tool that knows when and where 
loan file information can be shared.

wHere Are we GoinG?
Today, rather than just receiving a loan 
file, many lenders will pull additional 
documentation on selected documents 
and actually re-create the loan file—a 
burdensome and inefficient process. Tax 
transcripts or Form 4506-T, which show 
a borrower’s ability to pay, is an area 
where fraud has occurred in the past, and 
to counter that, some lenders will either 
re-create this file altogether or request 
an audited copy to reduce the likelihood 
of fraud. Utilizing a broker network tool 
enables lenders to eliminate duplicate re-
quests, alternately choosing to push the 

manual ordering process to the broker. 
This sophisticated process provides lend-
ers with the luxury of having the results 
fed into their system and attached to the 
corresponding loan number, which they 
can view at any time. 

Broker network tools assist with 
workflow routing of certain loan file 
documents—something the industry cur-
rently lacks. For example, most loan files 
can be transported electronically between 
institutions today, except the IRS tax 

transcripts and 4506T form. This is due 
to the adoption of certain technologies 
by government agencies that handle the 
loan files. Lenders also gain the benefit 
of delivery output options, where they are 
provided with consistently refreshed loan 
file information that they can absorb and 
route to the right place. 

As a precautionary measure, lenders 
now want the ability to audit loan files be-
fore they fund a loan. In addition to the 
loan file and date it was ordered, lenders 
want to know that the household income 
that was initially reported matches the 
copy of the transcript they have on file to 
ensure someone did not falsify the loan 
documentation. In the case of buy-backs, 
lenders that have a broker network tool 
in place have all the loan file informa-
tion easily accessible to them, without the 
need to spend valuable time and resources 
searching for loan documents.

Of all the organizations involved in the 
loan process, mortgage insurance compa-

nies, in particular, are currently at a disad-
vantage when it comes to verifying loan 
information. By the time the mortgage in-
surance company receives the loan file (if 
a 4506-T is signed and included) it most 
likely is past the signature expiration (a 
borrower signature is good for 120 days), 
and they do not have the ability to re-pull 
the tax transcript to check for accuracy. If 
120 days pass, the lender has to go back to 
the borrower for another signature. Hav-
ing a broker network tool in place would 

greatly streamline the loan process.  
There are technology providers today 

who are working diligently to revise in-
dustry processes to meet current realities 
lenders are facing. To meet the impend-
ing data verification needs, lenders will 
need the necessary tools to quickly and 
accurately verify employment, identity, 
income and deposit. Lenders also must 
have the ability to easily re-verify and au-
dit borrower information, thereby yield-
ing better lending decisions. 

Lenders now have an opportunity to 
focus on ensuring proper documenta-
tion as loan files are pulled together and 
throughout the life of the loan. Lenders 
who enlist a third party for loan file veri-
fications eliminate factual errors often as-
sociated with receiving files directly from 
brokers and consequently reduce repur-
chase risk on those same loan files. Re-
maining profitable is a common goal for 
all lending institutions, and technology 
can assist. ❖
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From a fraud perspective, loan documents 
are vulnerable as they move upstream or 
downstream.
“ “

Janet Ford is Senior Vice President for The Work Number, an Equifax 
Consumer Information Solution, the largest source for employer direct and 
up-to-date, employment and income verifications. The service offers access 
to over 190 million records instantly and offers IncomeChek, a tax transcript 
service and DirectChek, a Social Security Administration authentication 
service. She can be reached at jford@theworknumber.com.
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What a difference a decade makes. When I started in this 
industry back in 2001, mortgage companies, including the one 
I worked for at the time, didn’t have a database of record. We 

had file rooms of record. And we didn’t have sophisticated workflow 
queues to manage our process. It was paper files that followed a series 
of inboxes desk-to-desk from origination to sale.

That was 10 years ago, and the company I was with at the time was 
funding thousands of units per month. It wasn’t like we were behind 
the times, but in 10 years we’ve gone from having a series of inbox 
trays, engineered to hold 300-page thick paper files, to having all 
documentation entirely digital. Unfortunately, most lenders out there, 
despite the strides our industry has made, still can’t make the leap 

By Andrew WeissMalik

The transformation of mortgage banking will 
happen through the use of technology.
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to modern technology because, in many 
ways, this industry is in the Stone Age 
when it comes to technology. This year’s 
theme for the MBA’s National Technology 
in Mortgage Banking Conference & 
Expo is “Connecting with eFuture.” 
The choice of this play on words not 
only speaks to how far the industry has 
progressed, but also indicates that there 
is still work to be done.    

As has become painfully obvious over 
the last four years, the integrity of the data 
at the beginning of the loan origination 
process makes a tremendous difference 
in the future performance of a loan. The 
consequences of missing or bad data can 
be devastating. In this post-electronicized 
era of mortgage banking, loan quality 
is one such area that could still use a 
technology makeover.

When it comes down to the integrity 
of a file, the loan is only as good as 
the information backing up that loan. 
This information comes in two ways—
supporting documentation, be it scanned 
or in hard copy form, and loan data that 
is keyed in by the originator. Point-of-sale 
(POS) systems are the main entry point 
for keyed-in information and, therefore, 
the point where data integrity, and 
consequently loan quality, can become 
compromised. 

As such, POS systems have really 
become the focal point for determining 

the credibility and salability of a loan. 
Documentation in the form of initial 
disclosures and closing docs, being the 
hard evidence of the guts of the loan, can 
assist lenders in ensuring that where they 
are starting from data-wise is where they 
end up and that data retains its integrity 
throughout the origination process.

A major factor in determining whether 
a POS system can maintain the viability 
and quality of a loan and its associated 

data is its ability to not only ingest, but 
also update data as necessary. If you 
have a POS system that is just a massive 
database for storing information, not only 
does it require additional effort on the part 
of your origination staff when entering 
new information, but it also leaves 
enormous room for error because the 
system isn’t automatically updating the 
rest of the database. For example, a change 
in a borrower’s reported income affects 
several other areas of the loan file. If the 
POS system isn’t developed well enough 
to update all the data fields associated 
with income, the loan could be originated 
with an incorrect debt to income ratio. 
The bad data would continue through 
to underwriting, which substantially 
increases the risk of delinquency, default 
and ultimately investor repurchase.

To keep our database synchronized, 
we rely on Del Mar Datatrac (DMD) to 
serve as our database of record. When we 
make changes to information, Datatrac 
automatically makes the necessary updates 
and recalculations to all associated fields 
to make sure we maintain the integrity of 
the data throughout the file. Additionally, 
the openness of the Datatrac system 
allows us to modify our database as we 
see fit. That ability to take an existing 
system and mold it to our needs, rather 
than develop one from the ground up, is 
invaluable to our business and enables us 

to keep our focus on bringing in business 
and originating quality loans.

What holds true for POS systems 
also holds true for closing document 
preparation software. If there’s a lack 
of data integrity on the front end, you 
can be sure that your doc prep system is 
going to draw up closing documents that 
contain incorrect information.  Not only 
could this cause a loan to be approved that 
would have otherwise been denied, but it 

very well could cause miscalculations 
on the HUD-1 settlement statement that 
would prevent it from matching the Good 
Faith Estimate or exceeding the tolerance 
level for certain fees, thereby delaying 
the loan closing and perhaps cheating the 
lender out of profits from the loan through 
credits or reduced charges. 

Having a doc prep and POS system 
that work together significantly increases 
the quality of the loan because you can 
be sure that you maintain data integrity 
throughout the whole transaction. 
International Document Services (IDS), 
our doc prep software provider, has a long-
standing relationship with DMD, as well 
as solid integration between their own 
idsDoc doc prep system and Datatrac.

The issue of redundancy—where 
you’re keying in the same data over and 
over—is a big problem.  There are better 
uses of my employees’ time. Whereas 
some other doc prep software providers 
make the interchange with Datatrac 
complex, the IDS system allows you to 
export the data from Datatrac directly into 
the idsDoc system, and from there, you 
can easily manipulate anything you need. 
The fact that idsDoc pulls 95% of the 
loan information from Datatrac is a huge 
time-saving feature. Efficiency is key, and 
since my employees don’t have to spend 
inordinate amounts of time re-entering 
data, they’re freed up to be produce more 
sets of closing documents.

Another feature of idsDoc is the 
ability for the administrator to determine 
what aspects of the file the user has access 
to and whether that user has permission 
to update data within the system. In 
our business model, every loan that is 
submitted from our brokers is re-processed 
in-house to ensure the utmost quality. We 
choose to give our doc prep personnel a 
lot of freedom within the system, which 
allows them to be professionals instead of 
simply data entry clerks. Ten years ago, 
I had twice the staff drawing the same 
amount of documents that my current 
staff draws. That kind of cost-savings is 
invaluable in this industry, especially as 
margins tighten and the ability to be truly 
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Change is difficult, but when it comes to 
technology, not only will it take you out of the 
Stone Age, but it will save you money.
“ “
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efficient and cost-conscious becomes 
critical to success.

There is a difference between being 
paperless and being efficient. Technology 
is a great way to reduce costs but only if 
it’s been properly implemented. So many 
companies go paperless and assume that 
because they’re now paperless that they 
are also efficient.  

The problem is that if you don’t have 
a good process in place to manage your 
workflow, going paperless can actually 
make you less efficient. Just because 
you buy the technology, embrace it and 
use it, doesn’t mean that you’re any 
more efficient. You have to take the next 
step and start managing your workflow 
and converting your operations to take 
advantage of the new technology.  

This is the next step most companies 
fail to take. Once bought and implemented, 
the staff that cannot cope with the 
evolutionary changes need to be put in a 
different role or replaced. The processes 
that are archaic but could be upgraded to 
take advantage of the new systems need to 
be rewritten. Change is difficult, but when 
it comes to technology, not only will it 
take you out of the Stone Age, but it will 
save you money and give you bragging 
rights over your competition.  

Lenders should be asking themselves, 
“How do I farm out all the labor that 
needs to be done by my staff in the most 
efficient manner?” You can cut your 
costs greatly by automating jobs. It’s the 
one thing that we all hate to hear as hard 
workers and citizens of a country with 
record unemployment.  

At the same time, as an owner and 
an operator of a business, my goal is to 
keep my cost low so that my company 

can survive. If I can remove an employee 
function and automate it through 
technology, I will. For example, the 
majority of our competition now have 
a dedicated department for order case 
numbers through FHA Connection since 
brokers were cut off from the service 
beginning January 1st, 2011. The lender 
now has to pull the case numbers, appraisal 
logging and pretty much anything else 
that’s associated with FHA Connection. 
Imagine having to hire a staff of 10, 20 or 
even 50 people to service your customer 
better. That’s going to add a quite a bit 
of fixed expense to a company. Further, 
this department doesn’t really result in an 
increase to revenue or originations.  

Using publicly available tools (read 
that as free tools), we have automated 
100% of this department. In fact, not only 
have we automated the position internally, 
we’ve also given the option to the brokers 
to do it on their own.  

We developed a Web service which 
interfaces directly with HUD and 
eliminates any labor associated with 
pulling case numbers. Now, the whole 
FHA Connection piece of our business has 
no dollar or labor cost to us. Further, using 
HUD’s public API, we provide access to 
FHA Connection tools to the broker. So 
if a broker wants to research a borrower 
before submitting to us, they can.

These days, if you want to effectively 
compete in any industry, you need to 
embrace technology and be familiar with 
what’s available. They key to revolutionary 
innovation is that you are actually a 
technology development firm that is dual-
specialized. In my opinion, 360 Mortgage 
Group isn’t just a wholesale mortgage 
banker. We’re a software engineering firm 

with a focus on efficiency in wholesale 
mortgages.  

In order to reduce your expenses and 
improve your processes, that’s really what 
you have to be. The trick is to work with 
trusted partners that can provide you with 
the capability to automate as much of 
your process as possible while ensuring 
the integrity of your data throughout the 
origination process.  

If you’re an executive of any company, 
it’s critical to read technology journals 
just like a morning read of the Wall Street 
Journal. Adapting the technology of an 
unrelated field to your field can have 
innovative market leading results in your 
own field.

Ultimately, the integration of our POS, 
custom written workflow management 
systems and doc prep software keeps 
our business nimble. Technology and 
its effective use by lenders will be what 
revives the mortgage industry, as it 
reduces the cost to operate.❖

Andrew WeissMalik is COO and VP of Austin-based wholesale lender 
360 Mortgage Group. Andrew possesses 10 years of mortgage industry 
experience, primarily in capital markets and technology development. 360 
Mortgage Group is a privately owned mortgage bank founded in 2007. 
The company believes that its implementation of a one-touch automated 
processes, status notifications, and loan tracking give 360 Mortgage 
Group a competitive edge. For more information, visit www.360mortgagegroup.com
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