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By Scott Stein

Rethink YouR LoSD
uring this time of 
industry turmoil, 
as the mortgage 

sector settles into a new 
“normal”, many organi-
zations are taking a break 
from the day-to-day routine 
of processing loans to de-
velop a long-term, strategic 
plan for growing their busi-
ness. The technology be-
hind some of the solutions 
available to mortgage lend-
ers has evolved dramatically 
over the past several years. 
If you have not surveyed the 
market for significant new 
breakthroughs recently, now 
is an excellent time to do so. 
Many lenders have a loan 
origination system (LOS) 
that has been in place for sev-
eral years that is not meeting 
more recent needs. Others 
have an internally developed 
LOS that is becoming more 
and more difficult to main-
tain, or they have acquired 
or merged their way to a 
blend of systems that does 
not quite fit the bill. Luck-
ily, there are several options 
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available on the market today that can 
better position a lending organization for 
origination volume growth, improved cus-
tomer satisfaction, and greater employee 
engagement. Here are some key elements 
to consider when selecting a new loan 
origination platform.

Look For More Than Just a Loan 
Origination System. Today’s lending en-
vironment is more complex and regulated 
than ever. While it was once sufficient for 
an Loan Origination System to do just 
that – originate loans, it is now possible to 
have a Loan Management System (LMS) 
that allows the same user, with the same 
interface and the same training, to be able 
to not only originate loans, but to do much 
more. Many lenders are already utilizing a 
LMS to perform proprietary/HAMP/2MP 
loan modifications or to manage requests 
for subordinations of lines of credit or to 

meet the new Treasury requirements for 
a “single point of contact”. Each of these 
tasks may be accomplished while work-
ing on a common, electronic record of a 
loan that all qualified users may access 
in order to answer individual customer 
inquiries or report on the status of an en-
tire portfolio of loans. Some LMSs even 
include a customer portal that allows the 
borrower to submit documents and check 
loan status.  

No Installed Software. While “soft-
ware as a service” (SaaS) was once re-
served for “early adopters”, it has become 
commonplace even with the most con-
servative financial institutions. The over-
whelming benefit of not having to worry 
about specific hardware requirements, 
installing and updating the application 
software and coordinating and controlling 
versions of the software (including plug-
ins, display server software, etc.) across 
the enterprise is undeniable. In addition, 
the over-burdened IT staff no longer has 

to fight the constant battle with software 
conflicts that inevitably results from each 
new software version installation. Many 
lenders will benefit from a LMS that re-
quires nothing more than an Internet con-
nection and a standard Internet browser. 
If a system requires “applets”, client soft-
ware, or, worse yet, touts an “annual re-
lease”, you can assume the product does 
not offer a true Web-based architecture. 
A primary benefit of the SaaS model al-
lows a software provider to transparently 
update the software on a much more fre-
quent basis, while ensuring all users oper-
ate on the most current version every time 
they login to the system. This is especially 
important in keeping users compliant in a 
rapidly changing regulatory environment. 
Finally, a SaaS configuration using a se-
cure, centralized data center allows users 
to work from anywhere, anytime, regard-

less of geography, using any computer 
that is connected to the Internet.

Immediate Deployment. An associ-
ated benefit of a SaaS solution is that the 
start-up time is measured in hours or days, 
not weeks or months. A LMS provider 
should be able to set up and configure 
your office in just a day of two, including 
the development of any custom forms and 
the integration of your preferred service 
providers. A system based upon modern 
technology, with an intuitive user inter-
face and built-in decision logic, should be 
quick and easy to learn for all users, re-
quiring no more than an hour for admin-
istrator training and two to four hours for 
user training.

Pay Per Loan, Pass-Through Pricing. 
Pricing that breaks the mold of traditional 
per-seat or per-user license fees plus annual 
maintenance charges allows for a known, 
constant per-loan fee. An added benefit of 
having a specific cost attached to a loan is 
that it allows the fee to be passed through 

to the borrower on the HUD-1.
Data Integrity. An absolute priority 

for a Loan Management Platform is to 
require that a user enter a piece of data 
once, and only once. Requiring a user to 
input the same piece of data in several 
fields multiplies the opportunity for hu-
man error and should be avoided at all 
costs. More importantly, calculated fields 
should not be editable to allow 1 plus 1 to 
equal 3, or to allow calculations to differ 
form one document to another. A unified 
electronic folder for each loan simplifies 
corroboration of data between supporting 
documents and live loan data.

Automated Compliance Capabilities. 
Compliance starts with fully compliant 
50-state disclosures and instruments, but 
that is only the tip of the iceberg. A LMS 
that emphasizes compliance and audit as 
core features should either be built around 
a set of continually monitored and up-
dated documents or provide a direct, one-
click interface that returns fully compliant 
initial disclosures and closing sets, pref-
erably from multiple, leading document-
preparation vendors. The option to choose 
between documents provided by the LMS 
or an external partner offers the best of 
both worlds. In addition, real-time guid-
ance and feedback should be provided to 
processors as they perform tasks such as 
preparing the Good Faith Estimate. The 
system should alert them to, and assist 
them in correcting, violations to RESPA 
and other regulations.

Central Repository for Supporting 
Documents. A system that uses an elec-
tronic loan folder as the “system of re-
cord” for each loan easily organizes both 
data and workflow.  Users should be able 
to set milestones, schedule tasks, and alert 
other users at critical steps in the process. 
Providing a common view of this timeline 
to all participants is crucial in avoiding de-
lays in processing. Further, the ability to 
either upload or fax documents into each 
folder allows for a paperless environment 
that is easily accessible by all authorized 
parties. Users may review and make nota-
tions regarding the supporting documents 
required for underwriting a new loan or 

analyzing cash flow, hardship or other 
factors in determining a possible workout 
scenario for loss mitigation. Third parties, 
such as employers, should have the ability 
to fax information into a folder and there 
should be a secure web-delivery feature 
for delivering individual documents, 
initial disclosures or completed closing 
packages to third parties such as attor-
neys or title companies. This allows par-
ticipants throughout the process to view a 
common data set of documents required 
to fulfill their individual role.

Free Access to an Ecosystem of Inde-
pendent, Integrated Services. Having the 
ability to access a wide range of services 
such as appraisals, AVM, credit, automat-
ed underwriting, flood data and mortgage 
insurance is vital to the success of a mort-
gage operation. Users should be able to ac-
cess all of these services directly through 
the Loan Management System. Further, 
they should be able to access a wide se-
lection of providers within each category, 
not be bound by a single vendor-selected 
or vendor-owned service. And finally, the 
connection through the LMS for both the 
lender and the service provider should be 
free. Any per-click fees, even if charged 
to the service provider, end up being paid 
by the lender in the form of higher fees for 
a given service.

Full Pipeline Transparency, Including 
Loan-Level Details for Investors. Today’s 
Loan Management Systems have the abil-
ity to allow lenders, borrowers, service 
providers and investors to collaborate se-
curely in real time across the Internet. Un-
derwriters and processors should be able 
to pass control of an electronic folder back 
and forth while nailing critical details, and 
managers should be able to oversee the 

pipeline by “looking over the shoulder” of 
any team member at any time. Bringing to-
gether the many different parties to a loan 
improves efficiency and accuracy across 
the life of the application, from origination 
through closing and beyond to the second-
ary market and potential subsequent modi-
fications. In fact, with a modern LMS, 
borrowers with Internet access can help 
complete the application, see their credit 
report, and receive imaged pre-disclosures 
live on the initial call with a loan officer. 
As the secondary market reemerges, it will 
become increasingly important to provide 
loan-level detail to investors.

Easy, Flexible Reporting. As the mort-
gage industry moves into an evermore 
regulated and scrutinized state, the mantra 
is “data, data, data”.  In this environment, 
reporting becomes increasingly critical. It 
is important to select a platform that pro-
vides several flexible, detailed reporting 
options that includes the export of report 
data in all industry-standard formats. A 
particularly attractive feature of reporting 
is the ability for any role within the sys-
tem to create adhoc reports that include 
any combination of data elements stored 
in the system for any given set of loans in 
the origination or modification pipeline. 

Peacefully Coexist with the Outside 
World. As with any technology deployed 
within your organization, integration is 
key. Your mortgage loan platform should 
be able to import existing loan data in all 
the industry standard data formats – in-
cluding DU 3.2, MISMO and data from 
older LOS platforms like the .BRW and 
.PRS formats. Likewise, any modern 
Loan Management System will not only 
be able to export loan data in all these 
formats, but will be able to bundle all 

loan data and supporting documents into 
a .zip file to be sent directly to an inves-
tor, as well as a provision for delivering 
directly to the Fannie and Freddie cash 
windows.  Some traditional LOS solu-
tions are a patchwork of products that 
have been either acquired or copied form 
other vendors. These products share nei-
ther the same code base nor architecture 
among various components of the LOS, 
making it difficult to move data and in-
formation throughout the loan pipeline, 
let alone into adjacent areas of your 
mortgage operation. The inability to eas-
ily and transparently move data across 
the enterprise so that all parties can share 
a common, robust, compliant view of 
each loan in the pipeline can be the num-
ber one productivity killer in any lending 
organization. This is a key consideration 
when selecting a modern LMS. Make 
sure you really understand what capa-
bilities you will have in moving data and 
in integrating with other functional areas 
of your organization. ❖
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An associated benefit of a SaaS solution is that 
the start-up time is measured in hours or days, 
not weeks or months.
“ “

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

Index of Advertisers
Advertiser Pg#
ASC
www.powerlender.com 18

Calyx Software
www.calyxsoftware.com 34

Compliance Systems Inc.
www.compliancesystems.com 1

Data-Vision
www.d-vision.com 12

eSignSystems
www.esignsystems.com 8

DocVelocity
www.docvelocity.com/info 36

Fiserv
www.loanservicing.fiserv.com 6

Five Brothers
www.fivebrms.com 26, 30

Mortgage Banking Solutions
www.lykkenonlending.com 42

Mortgagebot
www.mortgagebot.com 14

Motivity Solutions
www.motivitysolutions.com 20

NexLevel Advisors
www.nexleveladvisors.com 16

Solidifi
www.solidifi.com 40

Xerox Mortgage Services
www.xerox-xms.com 4


