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Depth 

The combination of both special 
servicers and technology gives 
mortgage servicers an edge.

Bench
  on the

S ports metaphors are overused in business – just  
read any business book, particularly those about 

businesses facing extreme challenges. But when it 
comes to servicing, they can be apt because no one 
wins championships in team sports without depth on 
the bench. Coaches will tell you that while starters are 
the first lines of offense and defense, they get hurt, they 
have streaks and they seldom play every game through-
out the season. In the mortgage business, the primary 
servicers are most certainly starters when the loans are 
closed; it is their job to position the team to win. But 
when certain situations arise, they call upon role players 
with particular skill sets and special expertise to back 
them up and give them an edge. No surprise they are 
known as “special servicers.”

Mortgages are made anticipating repayment on 
almost all transactions and defaults on very few. This 
expectation historically has led to the foundations of 
the servicing paradigm we operated under for gen-
erations, the same one that was rudely surprised by the 
overwhelming numbers of defaults that started in 2007. 
Things continued to get worse, and this ultimately had 
less to do with badly made loans than with disappearing 
jobs in a worsening economy. Whatever their causes, the 
effects were felt quickly and dramatically by the inves-
tor community and by the servicers that were counted 
on to provide the first, second and third lines of defense 
against losses. It was time to go to the bench for help.

Special and component servicers have been around 
for a long time, but filled a somewhat different niche 
prior to the mortgage collapse. They were often inves-
tors in distressed loans, motivated to find ways to bring 
value back to the assets using strategies that were mostly 
unavailable to other servicers. What worked over time 
was time itself – and the high-touch approach that 
enabled specialists to understand closely what was go-
ing on both in the borrowers’ lives and in their minds. 
Special servicers began to build technology assistance 
to bolster their efforts, often layering on systems that 
played to their strengths in managing defaults. By the 
time the nation’s time-honored lending system faltered 
on a massive scale, much of the theory and practice from 
years of special servicing had been formed, and was 
ready to pay off for the mainstream industry.

Wingspan Portfolio Advisors was born out of the need 
felt so quickly by the primary servicing community, and 
its formation was well timed to take advantage of both 
established and emerging technologies. Duke Olrich, 
who had founded DRI Default Management Systems 
back during the savings and loan crisis of the 1980s, 
had built a system that proved enormously useful in the 
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years leading up to the collapse. Novel  
approaches to results-oriented central-
ized data warehousing were baked in to 
the Wingspan platform. Web-based tech-
nologies enabled vendor contributions and 
stakeholder visibility that created new lev-
els of needed transparency for servicing.  
All of these capabilities blended with the 
concepts of “psychological equity” to pro-
duce immediate results for servicers, in-
vestors, mortgage insurers and borrowers.

“Psychological Equity” is important to 
understand in order to appreciate the spe-
cial servicers’ core competencies and their 
place in today’s servicing environment. It 

has much to do with high-touch dealings 
with people under stress, but there is a 
great deal more involved, as well as tech-
nology. Psychological equity encompasses 
all of the non-financial investments people 
make in their homes, which when under-
stood completely, can mean more to the 
overall picture than the dollars themselves. 
This equity includes the memories built in 
the home, the relationships that have been 
forged with neighbors among children and 
adults, the involvement in local schools, 
the commitments to youth sports teams, 
the block parties, the backyard cookouts, 
the sleepovers, the neighborhood game 
nights – all the things that make a house 
a home and more. It also includes the re-
alities of where the next residence would 
be if the current home were to be lost to 
foreclosure. In many cases, it will not be a 
single family home with a similar lifestyle, 
but an apartment that offers far less space 
and amenities. There are moving costs to 
consider, school changes and many other 
considerations that profoundly affect fami-
lies and relationships. 

Part of understanding psychological 
equity comes from understanding empathy 

and the human connection made with the 
borrower. Another part comes from having 
information at one’s fingertips to provide 
borrowers who often have given up some 
real, tangible hope. For example, if a bor-
rower has the means to make partial pay-
ments or can handle a loan modification’s 
terms, but has lost faith in the home’s fi-
nancial value, the psychological equity can 
make all the difference. When the loan res-
olution consultant cites economic trends in 
the area based on data available on their 
screen that supports improving values 6-12 
months out, the modified loan becomes a 
lifeline. Experience has shown us that 

lifelines are most often grasped and held 
onto tightly when hope is there, and this 
process is far more effective than a loan 
mod offer showing up in an impersonal 
courier envelope. With technology and 
skill, long conversations can turn into re-

newed commitment to keeping the home. 
When that’s not possible, other foreclosure 
alternatives are explored that result in a 
departure with dignity and a sooner return 
to purchase eligibility. As Wingspan CEO 
and president Steven Horne has said, “One 
of the things we developed at Wingspan 
was a culture that’s consumer-centric and 
strategy-focused at all times.” 

Given the size of the problem facing 
servicers nationwide in recent years, 
positive results alone were not enough 

coming off the bench. They needed scale. 
And with the mixed messages and finely 
detailed process requirements of the 
various government programs intended 
to help borrowers, rapid response carried 
a high degree of difficulty. Dealing with 
problem borrowers on an individualized 
basis, patiently answering questions 
and building trust to reach a positive 
outcome, is the special servicer’s stock in 
trade. Handling thousands of panicking 
borrowers who are not accustomed to being 
in distressed situations is monumental. The 
special servicers equipped with the latest 
technology were able to provide amazing 
scale with remarkable speed.

Infrastructure combined with data and 
workflow was key to making this possible. 
In Wingspan’s experience, the company 
was able to grow five times its 2010 size 
during 2011, when servicers needed 
it most. Finding people is challenging 
enough, but how does a company hire, 
train and deploy hundreds of people in 
a month to meet the requirements of a 
servicer under the guns of multiple federal 
and state regulators? Then again the month 
after, to handle a consumer complaint 
escalation and resolution program that 
might spare a servicer a class action? The 

Consent Orders spurred another set of 
needs by requiring foreclosure audits and 
procedural consulting under an aggressive 
timeframe. These situations were made 
workable by a technology infrastructure 
that enabled orderly and rapid expansion 
into new space with new people, their 
training on the platform’s workflows and 
their induction into the ranks. Without the 
technology tools, this high quality response 
would simply not have been possible, any 
more than it would have been achievable 

“Experience has shown us that 
lifelines are most often grasped and 
held onto tightly when hope is there.”

“With technology and skill, long 
conversations can turn into renewed 
commitment to keeping the home.”
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without the expertise.
The mortgage industry has come to rely 

on the bench strength provided by special 
servicers to give them the edge needed to 
lead the way out of this crisis. Most under-
stand that it cannot happen without hous-
ing to provide its cascade of employment 
and economic benefits, and our industry’s 
financial health is the nation’s number one 
job-building priority. With the govern-
ment understandably eager to be out of 
the home finance business, private capital 
needs assurances that risks are managed 
well on both sides of the ball. Origination 
quality control has seldom if ever been 
more stringent, and servicing is evolving 
more quickly than ever in the face of new 
regulatory pressures. Special servicers 
have established themselves both in con-
cept and in practice, with success-driven 

compensation models that complement the 
traditional structures of primary servicers. 
Investors understand that extra compensa-
tion for default handling does not work 
well with the traditional primary servicing 
paradigm, as an inherent conflict of inter-
est is created that cannot be ignored.  

But with special and component ser-
vicers on the bench and completely able to 
support a variety of extraordinary circum-

stances with scalability, compliance and 
positive results, such conflicts evaporate. 
A great deal more becomes possible for all 
participants with funds at risk, as well as 
for borrowers with homes and family fu-
tures in the balance. Special servicers have 
served as living laboratories for possi-
bilities in the new servicing paradigm, and 
with the help of technology, have earned 
their place on the varsity. ❖
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through to completion requires both. 
The loan process at its core is a se-

ries of steps that must occur in sequence, 
each building on the next. Every single 
link in the chain is essential; it is vital 
that all of the links work together in 
unison to fashion the most seamless 
process possible. And it all starts with 
the loan officer, whose contact with the 
borrower is crucial.

Loan officers who do their jobs thor-
oughly kick off the loan process smooth-
ly. Those who take immediate control of 
a potential loan make sure to do their due 
diligence – yield the best results. They 
don’t just check boxes and bury their 
noses in application forms when judging 
whether a loan deserves approval. They 
talk to borrowers and get to know them 
well, learning the subtleties that will ulti-

mately craft each borrower’s perfect loan. 
Successful LOs make certain that their 
borrowers understand the entire loan pro-
cess from start to finish, including timing 
and deadlines, and they realize that they 
must ensure that each borrower delivers 
the necessary documents needed to com-
plete their file. 

Borrowers don’t always know what 
kind of information they must provide, 
but loan officers do. Those LOs who give 
helpful explanations and lay out clear ex-
pectations will pass borrowers smoothly 
down the line through processing, under-
writing, and beyond. If there are gaps in 
information, savvy LOs identify what is 
needed and know how to pursue the de-
tails in order to fill in the blanks. Rather 
than waiting for borrowers to volunteer 
information, a thorough LO will ask for 

it up front and avoid playing catch-up. It’s 
the LO’s job to explain the loan’s intri-
cacies to the borrower and to be able to 
forge a positive relationship that will last 
throughout the entire loan process. 

The paper trail on the path to an ide-
al loan must be perfect. It goes beyond 
names, contact information and social 
security numbers. It’s the very first step 
in the process, and it gets the borrower 
in the right state of mind to provide ev-
ery financial detail imaginable. A savvy 
LO gets the borrower on board with clear 
checklists of necessary documents. The 
borrower will need to provide two years 
of employment history including current 
proof of employment – complete with 
names and addresses of each employer 
and income earned as well as a current pay 
stub; two or more months of bank state-
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