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Editor’s NotE

Our Next Move…

You can never rest on your laurels, you have to keep innovating. When I started this association, I did so to give you a voice in 
solving our many industry problems. Our mission statement very clearly says: 

“We at PROGRESS in Lending Association believe that business process re-thinking and optimization can make all the dif-
ference. This association is about educating mortgage participants about how to face real business problems and overcome those 
business problems through technology innovation. Your voice can make all the difference in supporting mortgage participants 
facing the tough challenges ahead.”

For us, that’s not a bumper sticker, that’s reality. Now we’re taking it to the next level. We’re going even further. How? We’re 
taking your voice mobile to open your thoughts up to an even bigger audience. We want to use the latest technology to expand and 
broaden the reach of those visionaries 

It is commonly known that the iPad is fast becoming the most popular mobile device. According to a report by Morgan Stanley 
analyst Katy Huberty, the iPad is on track to become the world’s most popular mobile device, within just 3 months of its launch. 
Morgan Stanley projects sales of 16 million units in the first year alone. With over 3.3 million iPads sold in less than 3 months, 
that’s an argument hard to refute.

In the latest quarter (April to June), the iPad generated $2.17 billion in revenues, representing almost 14% of Apple’s total in-
come for the period. “Revenues were driven primarily by the iPad” said Peter Oppenheimer, Apple’s chief financial officer. “That 
was out of nowhere,” says Brian Marshall, an analyst with Gleacher & Company, about the iPad’s numbers. “Phenomenal.”

According to Forrester’s Consumer Technographics surveys awareness of the iPad is extremely high. How high? Nearly 10 
million US consumers say they either own or intend to buy an iPad.

But we’re taking it even further. We will draw content from a variety of sources like social media sites like Twitter. We’ll post 
white papers. We’ll look to include industry analysis and thought leadership as we create an iPad dedicated to revolutionizing how 
you get mortgage insight. So, download the PROGRESS in Lending iPad app on iTunes today. ❖

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.

6      Tomorrow’s Mortgage Executive           



Pay ment s      Processing Ser v ices      R isk & Compl iance      Cus tomer & Channel Management      Insight s & Opt imizat ion

Only one provider offers loan support from every angle. Fiserv addresses every point in the 

loan lifecycle – from origination to servicing to disposition. Whether high-volume lending, mortgage, 

home equity, installment, auto or niche lending, Fiserv helps you optimize your business, grow customer 

relationships, reduce risk and meet regulatory compliance requirements. Get the depth of data and 

capabilities to tackle market challenges, and experience lending from a new perspective. With Fiserv, you 

have the power to achieve success in every dimension. The power within. www.fiserv.com

625-11-12387-AD_Lending_Tomorrow_v05mk.indd   1 8/12/11   9:06 AM



Are You Cutting Corners?

If bad leadership got us in this mess, then 
good leadership will lead us out.

Your Voice - BY DaViD LYkken

A New Deficit Problem

Our nation’s fiscal deficit is dominating today’s news. There is another deficit crisis however, 
that is NOT getting much if any attention. I am referring to the leadership deficit in this coun-
try…both in the private and the public sectors.

Leadership has been a topic of interest to me and I have always enjoyed reading inspiring stories 
about leaders who overcame serious and complicated problems. One such life and death crisis was 
the Apollo 13 mission back in 1970. “Houston, we have a problem!” were the now infamous words 
of Jim Lovell, mission commander, when he radioed NASA’s Mission Control Center in Houston. 
As you may recall, he was advising Mission Control that they had just experienced a major system 
failure and they were in serious trouble. The key to a successful outcome to the Apollo 13 mission 
was an amazing collaborative and creative effort led by strong leadership centered on a core set of 
mutual values and virtues.  

To say our industry has experienced a massive “system” failures is an understatement. Leadership 
was at the core of the problem. Brilliantly chronicling all of this is an amazing new “must read” book 

“RECKLESS ENDANGERMENT” written 
by Gretchen Morgenson and Joshua Rosner. 
This book specifically and in detail reveals 
how our former leaders, some of which are 
still in power, unwittingly engineered one of 

the biggest financial crisis in the history of the US. It exposes how the former leaders of Fannie and 
Freddie, guys like Jimmy Johnson, Frank Raines, David Maxwell, Tom Donilon, Leland Brendsel, 
Tim Howard, Tom Nides and Herb Moses, to name a “few” were at the epicenter of what evolved into 
today’s epic financial crisis. The book provides a clear and detailed timeline of events that were led to 
our present day financial disaster. It explains how leading politicians and government officials, guys 
like former President Clinton, Congressman Barney Frank, Senator Christopher Dodd, Representative 
Maxine Waters, Treasury Secretary Robert Rubin, Deputy Secretary of the US Treasury Larry Summers 
and on and on, were involved and even helped engineer what has brought our country and our industry 
to the brink of disaster. And sadly we aren’t even close to the end of this crisis. It is an ever growing and 
evolving problem all the result of BAD LEADERSHIP… past and present.  

It is as if our country has contracted an usual and ugly form of cancer. The disease is bad enough but 
what is more disconcerting than the disease itself is what our “leaders” have prescribed as the “cure”. In 
fact, their idea of a “cure” may be proving to be more fatal than the disease itself.  

All of this has caused me to intensify an already strong interest in studying what makes for good 
leadership. My thought is, “If bad leadership got us in this mess, then good leadership will lead us out.” 
In my studies, what I’ve found most alarming is that most Americans wouldn’t recognize good lead-
ership if it walked up and slapped them across the face. Our concept of good leadership is in need of 
serious repair and re-visioning.    

I have always believed in the concept that pure “truth” is based upon easy to understand princi-
ples. Deception, on the other hand, is a process of perverting or twisting “simple truths” and making 
things unnecessarily complicated. In fact, I have learned that the more elaborate the deception, the more 
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twisted are the facts. To understand good 
leadership, we need to return to a more 
simplistic understanding of what makes 
for a good leader. I have been writing for 
months on this topic and have arrived at a 
list of seven characteristics, the “7-C’s”, 
of what makes for a good leader. They 
are as follows:

CharaCter

A simple definition is “the combination 
of qualities, values, attributes, traits or nature that distinguishes 
one person or group from another.” A key word is “values”! 
One’s values are the single greatest determining factor in the 
make up of a leader. Good character should have always been 
synonymous with leadership but regrettably, it has not. In the 
last business cycle, greed seemed to trump good character. I pray 
that as a result of today’s financial crisis we, the electorate, will 
be much more focused on character than anything else when se-
lecting future leaders. While leaders will never be perfect, one’s 
values will be examined more closely and “virtue” will not be 
viewed as some outdated concept.

ConviCtion

A strong leader has to believe deeply in their mission and this 
belief has to come from their heart, which relates back to char-
acter. That is why when following a leader you have to know 
their character. If you follow someone with deep convictions 
anchored in a compromised character, the outcome has a much 
higher probability of failure. Real leaders genuinely believe 
what they believe and do so from the core of their being. That is 
why conviction has to be anchored in good character especially 
when facing the challenges we have ahead.

Confident

Because of the difficulties that lie ahead, a strong future 
leader is one who must possess and portray a heart-felt con-
fidence that is ‘birthed’ from a deep conviction in sound prin-
ciples rather than power. We can spot arrogance from a mile 
away and people of the right character will not follow the 
arrogantly over-confident counterfeits of yesterday.

CharismatiC 
Future leaders will have a genuine warmth about them and are 

not the “full-of-themselves” charismat-
ic types of the past. They will be “real” 
as the expression goes. In other words 
I would describe them as “relatable” 
and “magnetic”, but this time for all the 
right reasons.  

Clear and ConCise

A good leader eliminates confusion, 
and communicates in such a way as 
to bring clarity to otherwise confusing 

matters. LO Compensation is an example of this as there is 
so much confusion surrounding the coming changes. A strong 
leader intensely studies whatever issue they are facing and 
forms a clear plan understandable by all, and then will be able 
to communicate it concisely. 

CommuniCator 
A good leader is one who has an exceptional ability to com-
municate, and do so in the clearest and most concise manner 
possible regardless of complexity of the topic. A leader has a 
good grasp of all the facts and details and then effectively com-
municates that knowledge in a way that is easily understood by 
the greatest number of people.  

Compassionate

The leaders of tomorrow need to be more compassionate than 
hard-nosed. Those with a “my-way-or-the-highway” attitude 
will be rejected! With so many going through such severe hard 
times, it is essential that the leaders of tomorrow be genuinely 
compassionate towards those who are struggling without getting 
caught up in their difficulties. There’s a fine line here that true 
leaders seem to innately know how to walk.

I am out of time and space for this article, but challenge ev-
eryone that has an interest and/or desire to become a leader to 
carefully consider the above 7-C’s. And for those of you who 
don’t feel called to leadership, at least make sure that before go-
ing to work for or voting for or following someone proclaim-
ing themselves a leader, use the above seven characteristics as a 
measuring stick.  

I firmly believe we, as an industry and as a country, will 
emerge stronger than ever from this crisis. However, it will 
ONLY happen if we have strong leaders that lead with the 
right values. ❖

David Lykken has his own national weekly radio program called “Lykken On Lending” that can be heard each Monday at 
Noon Central time by going to www.LykkenOnLending.com. As co-founder and Managing Partner of KLS Consulting doing 
business as Mortgage Banking Solutions, David has over 37 years of management experience.

I firmly believe we, 
as an industry and 
as a country,

 will emerge stronger 
than ever from 

this crisis.
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Are You Cutting Cor-

Since its passage one year ago, Dodd-Frank 
has significantly changed the mortgage  
lending industry.  

RecoveRy Tips - By M FinkelsTein & M WilliaMs

Dodd-Frank’s Impact

T he Dodd-Frank Wall Street Reform and Consumer Protection Act (“Dodd-Frank”), which was 
signed by President Obama on July 21, 2010, radically changes all aspects of the financial in-
dustry, especially mortgage lending.  Dodd-Frank created the Consumer Financial Protection 

Bureau (the “Bureau”) to replace the Federal Agencies in regulating consumer laws. On July 21, 2011, 
the Bureau assumed the consumer protection governance from the Federal Agencies and will begin is-
suing, implementing, and enforcing future and existing mortgage lending regulations.  

No mortgage disclosure law escaped Dodd-Frank’s reach. This article will discuss the disclosures 
mandated by such laws, such as the Truth-in-Lending Act (“TILA”), the Equal Credit Opportunity Act 
(“ECOA”), and the Fair Credit Reporting Act (“FCRA”), which were amended by Dodd-Frank and 
which govern the loan origination process, although servicing disclosures were also affected.  

Previously under ECOA, a lender was required to promptly mail or deliver a copy of the appraisal af-
ter the lender received a borrower’s request for a copy of the report. Under the Dodd-Frank amendments 
to ECOA, each lender must now furnish to an applicant a copy of the written appraisal or valuation 

developed in connection with an application 
for a loan secured by a first lien on a dwell-
ing, whether or not the lender approves the 
application or the application is incomplete or 
withdrawn. The lender may require the appli-
cant to pay a reasonable fee as reimbursement 
to the lender for having the appraisal done.  

However, the lender must provide a copy of each written appraisal or valuation at no additional cost to 
the applicant. The applicant must receive a written notice at application of the right to receive a copy of 
each written appraisal or valuation.

Prior to the closing of a residential mortgage loan, a lender must disclose its policy regarding the ac-
ceptance of partial payments.  If the lender accepts partial payments, how the payments will be applied 
to the mortgage and if the payments will be placed in escrow must be disclosed.

The disclosure will differ for conventional and VA loans and FHA loans due to FHA’s requirements 
for applying payments.

At application, the following is required be disclosed:
The aggregate amount of settlement charges, the amount of charges that are included in the loan and 

the amount of charges the borrower pays at closing, the approximate amount of the wholesale rate of 
funds, and the aggregate amount of other fees or required payments.

The aggregate amount of fees paid to the mortgage originator in connection with the loan, whether 
paid by the borrower or the lender.

The total amount of interest that the borrower will pay over the life of the loan as a percentage of the 
principal of the loan.  

If a lender requires an escrow/impound account for the payment of all applicable taxes, insur-
ance, and assessments, the borrower must receive written notice of the requirement, as well as 
details about the account, at least three business days prior to the loan closing or in a timeframe 
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established by regulation.
If an escrow/impound account is established for a variable 

rate mortgage loan, the amount of the initial monthly payment 
of principal and interest and the fully indexed monthly payment 
of principal and interest plus applicable taxes, insurance, and as-
sessments for both payments must be disclosed at application.

If an escrow/impound account is not established at closing 
or if the borrower chooses to then close the account after it is 
established, the lender must disclose the borrower’s responsibili-
ties for the payment of taxes, insurance, and assessments and the 
implications of not having the account.  

An “anti-deficiency law” is the law of any state, which 
provides that, in the event of foreclosure on the consumer’s 
residential property securing a mortgage, the consumer is not 
liable for any deficiency between the sale price obtained on 
the property through foreclosure and the outstanding balance 
of the mortgage.

Alaska, Arizona, California, North Carolina, North Dakota, 
and Oregon have anti-deficiency laws, and if the loan is a Texas 
Home Equity loan, there is no deficiency judgment.  

If a residential mortgage loan is subject to anti-deficiency 
protection in the above states or if the loan is a Texas Home 
Equity loan, before the loan closes, the borrower must receive a 
written notice describing the protection and the significance for 
the borrower of the loss of the protection.   

If a lender uses a credit score in making the credit deci-
sion, the credit score and related information is now included 
in the risk-based pricing notice, which is provided to the bor-
rower at closing.

A “higher-risk mortgage” is a residential mortgage loan 
with a higher interest rate that is secured by the borrower’s 
principal dwelling.

A lender must obtain a written appraisal of the property from 
a certified or licensed appraiser before making a higher-risk 
mortgage loan. At application, the borrower must be informed 
that any appraisal prepared for the mortgage is for the sole use of 

the lender, and that the borrower may choose to have a separate 
appraisal conducted at the borrower’s expense. At least three 
days prior to the loan closing, a lender must provide one copy of 
the appraisal used for the higher-risk mortgage to the borrower 
without charge.

Although few, if any, negative amortization mortgages are 
currently being originated, if the loan’s payment plan will or may 
result in negative amortization, the lender must inform the bor-
rower that the pending transaction will or may result in negative 
amortization and the consequences of negative amortization. 

The Secretary of HUD (the “Secretary”) will take actions 
as may be necessary to inform potential homebuyers of the 
availability and importance of obtaining an independent home 
inspection.  FHA-approved lenders must provide prospective 
homebuyers, at first contact, the following materials available 
from HUD in either English or Spanish:

HUD/FHA form entitled “For Your Protection: Get a Home 
Inspection”.

HUD/FHA booklet entitled “For Your Protection: Get a 
Home Inspection”.

HUD document entitled “Ten Important Questions to Ask 
Your Home Inspector”.

In addition, the Secretary is developing a booklet in English 
and Spanish to be used for all mortgage loans, which does not 
reference FHA-insured homes, entitled “For Your Protection: 
Get a Home Inspection.”

The Director of the Bureau will prepare a new mortgage 
information booklet in various languages to assist borrowers 
in applying for mortgage loans.  The booklet will be distrib-
uted to all lenders for distribution to borrowers in the lan-
guage most appropriate to the borrower along with a list of 
homeownership counselors. 

Since its passage one year ago, Dodd-Frank has significant-
ly changed the mortgage lending industry. Long after July 21, 
2011, as regulations are issued and implemented by the Bureau, 
we will continue to see changes that will affect the industry. ❖

Melanie R. Finkelstein is an attorney with Middleberg Riddle & Gianna. Finkelstein is a member of the Dallas Bar 
Association, the MBA, the Dallas Mortgage Bankers Association, and the Louisiana Bar Association.

Marsha L. Williams is an attorney with Middleberg Riddle & Gianna. Her practice at the firm’s Dallas office is 
exclusively related to mortgage banking. Williams is a Past President of the Dallas Mortgage Bankers Association, 
having previously served as Vice President, Treasurer and Chair of the Judiciary/Legislative Committee.

Long after July 21, 2011, as regulations are issued and implemented by 
the Bureau, we will continue to see changes that will affect the industry.
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Are You Cutting Corners?
Market Pulse

Tracking iPad’s Reach
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Do you have an iPad? If you don’t, you 
need one. More and more research shows 
that iPad’s dominance is literally reshap-

ing the world that we live in. For example, accord-
ing to a report by Yudu Media, “Apple’s iPad is 
redefining the future of not just mobile media, but 
also computing devices in general. It has brought 
in a more enjoyable, intuitive and personal dimen-
sion to computing, and gives users the power to 
use it as a complete mobile computing device… 
to browse the Web, check and send e-mails, share 
and enjoy photos, watch videos in HD, play music, 
read eBooks, play games and much more, at just 
0.5 inches thin and with a starting price of $499 
(US) and £429 (UK).”

The report goes on to say that Steve Job’s con-
fidence is well-founded. “In just over four months 
since its launch in April 2010, the iPad had already 
shipped and is the fastest ever consumer device to 
achieve $1 billion in sales,” continued Yudu Media 
analysts. “In tandem with the launch of the iPhone 
4, Apple’s latest quarter (April – June) brought in 
profits of $3.25 billion, a full 10% higher than Wall 
Street analysts had been expecting.” ❖
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retain customers and expand 
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Lenders agree that the most desirable technology automates manual, repetitive lending 
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expect to deploy staffing models maximized by technology solutions that enable auto-
mated and streamlined workflow. Mortgage Cadence offers solutions to address these 
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est lenders. These comprehensive solutions optimize customer relationships and pro-
cesses with better management while maintaining compliance and delivering diverse 
services rapidly. No other product suite in the market today can deliver this level of 
integration wrapped in compliance support to accelerate the tempo of your enterprise.

mortgagecadence.com888.462.2336



Process ImProvement - By tony GarrItano

Take Some Chances
Tough times call for tough decisions, but if you don’t step up and make those 
tough decisions you will be flat out of business.

Stepping out of your comfort zone is never easy. We as human beings do things that come easy 
to us and often shy away from trying something new. Why? As an Italian-American if I never 
tried Thai food I would never know how good Chicken Pad Thai really is. I love Thai food.

OK, that’s a pretty trivial example. However, if you think about it America is based on risk takers 
taking a chance and winning. Everyone loves the underdog. So, why not take a chance, especially now 
when the mortgage industry is in a slump. Now is the time to be bold and chart a new course.

Back in 2007 Celine Dion debuted a song called “Taking Chances.” The song was nominated for 
the “Single of the Year” at the Juno Awards of 2009. It was also voted one of the top 20 pop songs of 
2007 by About.com. As of October 28, 2010, the digital single has sold 462,000 copies in total in the 
U.S. and peaked at number 54 on the Billboard Hot 100. In the song Celine asks:

What do you say to jumpin’ off the edge?
Never knowin’ if there’s solid ground below
Or a hand to hold or hell to pay
What do you say? What do you say?
I just wanna start again
And maybe you could show me how to try
Maybe you could take me in
Somewhere underneath your skin

The song is very poignant because we all need en-
couragement and a little push before “jumpin’ off the 
edge” to do something new and different. We might 
even know that jump will take us to the next level, but 
it’s still scary. As I said earlier though, this is what 
makes our country great. Sometimes you have to take 
a big risk to get a big reward and thankfully we live in 
a country that promotes this behavior.

To stick with Celine Dion for a second, her husband 
took a big chance on her. Dion emerged as a teen star in the French-speaking world after her manager 
and future husband René Angélil mortgaged his home to finance her first record. In 1990, she released 
the English-language album Unison, establishing herself as a viable pop artist in North America and 
other English-speaking areas of the world. The risk paid off.

But for those of you reading this that may not take entertainers seriously, there are examples of 
great politicians and business leaders that also took chances and achieved greatness as a result. For ex-
ample, Abraham Lincoln was born February 12, 1809, the second child of Thomas Lincoln and Nancy 
Lincoln, in a one-room log cabin on the Sinking Spring Farm in southeast Hardin County, Kentucky. 
Lincoln’s formal education consisted of approximately 18 months of classes from several itinerant 
teachers; he was mostly self-educated and was an avid reader. 

In 1832, at age 23, Lincoln and a partner bought a small general store on credit in New Salem, 
Illinois. Although the economy was booming in the region, the business struggled and Lincoln even-

Stepping out of your comfort zone 
is never easy. We as human beings do 
things that come easy to us and often shy 
away from trying something new.
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tually sold his share. That March he began his political career 
with his first campaign for the Illinois General Assembly. He 
had attained local popularity and could draw crowds as a natural 
raconteur in New Salem, though he lacked an education, power-
ful friends, and money, which may be why he lost.

Here we see that Lincoln was bold. He came from humble 
beginnings and took a lot of chances that didn’t work out. How-
ever, today he is known as one of our greatest presidents. He is 
credited with ending slavery and he reunited the country during 
the Civil War. He took chances and today we are all reaping the 
rewards of his efforts.

Even today we see great people 
emerging because they took chances. In 
the business world Bill Gates stepped 
down as chief executive officer of Mi-
crosoft in January 2000. He remained 
as chairman and created the position of 
chief software architect. In June 2006, 
Gates announced that he would be transi-
tioning from full-time work at Microsoft 
to part-time work, and full-time work at 
the Bill & Melinda Gates Foundation. 
The foundation is the largest transpar-
ently operated charitable foundation in 
the world. The foundation allows benefactors access to informa-
tion regarding how its money is being spent, unlike other major 
charitable organizations.

The primary aims of the foundation are, globally, to enhance 
healthcare and reduce extreme poverty, and in America, to 
expand educational opportunities and access to information 
technology. The Gates Foundation has quickly become a 
major influence upon global health; the approximately $800 
million that the foundation gives every year for global health 
approaches the annual budget of the United Nations World 
Health Organization(193 nations) and is comparable to the 
funds given to fight infectious disease by the United States 
Agency for International Development. The Foundation 
currently provides 17% ($86 million in 2006) of the world 
budget for the attempted eradication of poliomyelitis (polio). 
So many people have been positively impacted by the work 
of this foundation. Literally lives have been saved because of 
this foundation.

But let’s take a step back. It couldn’t have been easy for 

Gates to step away from Microsoft. He built it. There’s pride that 
goes into that. Nonetheless he stepped away to make a positive 
difference on our world. That chance is still paying off for him 
and for us to this day.

In my case it was risky to start PROGRESS in Lending As-
sociation and launch this magazine. I had a good job at a good 
company. My job was stable and it afforded me a big platform 
to speak my mind and hopefully positively impact the mortgage 
space. However, I believed at that time that the mortgage indus-
try needed a place for thought leaders and visionaries to come 

together and express their ideas. So, I 
took a chance and resigned. I left the se-
curity of my prior job to do something 
that I still believe is very important.

My friends, it paid off. PROGRESS 
continues to grow and many, many 
mortgage professionals have used this 
platform to speak out about issues that 
they feel passionately about. The chance 
that I took a little over a year ago has 
paid off.

So, what does all this have to do with 
you? Well, if you’re a lender you can’t 
cling to an outdated process because 

that’s all you know. You have to be continually looking at your 
process and rethinking it. You have to be willing to take chances 
so you can become a better lender.

And yes, that means automating. Still, I think, lenders fear 
technology too much. Technology is not the enemy. Technology 
can be a big help. Technologies like electronic signatures may 
seem futuristic to lenders, but they are being done every day. 
My point is that if lenders are to be as efficient as possible in a 
declining mortgage market, they have to take chances with tech-
nology that may seem foreign to them at times. Those chances 
will pay off.

Similarly, if you’re a technology vendor, you need to keep 
innovating. I know money is short and a lot of funds are going 
into keeping your system compliant with new rules and regula-
tions, but that doesn’t mean that innovation should go out the 
door. Lenders rely on their vendors to promote innovation in 
their walls. The bottom line is that your clients are looking to be 
as efficient as possible, and they are depending on you.

So, don’t be shy, take some chances. ❖

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.
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Future trends - By roger gudoBBa

Restoring Market Integrity
I’ve always said: “It’s all about the data,” but is it really? I wonder if a truly 
healthy mortgage market doesn’t depend on much more.

I have been a strong proponent for some time about the importance of data quality. Many business 
decisions are based on data analysis and it is critical that the information be valid and credible. 
The mortgage industry is facing some major changes following the financial crisis. The biggest 

unknown is what the mortgage loan process will look like over the next few years and into the 
future. What changes will the regulatory agencies propose? What will happen with the GSEs? Will 
there be an influx of private investors? What changes would they demand? You can be sure all the 
participants will demand more transparency and trust in the process. 

The major focal point in the industry today is loan quality. Let’s look at some of the specifics. An 
Introduction to Fannie Mae’s Loan Quality Initiative stated that, “Historically, many issues related 
to compliance with Fannie Mae selling policies are not detected until after loans are delinquent 

or through the foreclosure process. Loan repurchase 
requests to lenders have increased in the past 
three years, highlighting the need for an improved 
approach for working with lenders to deliver loans 
that meet Fannie Mae's underwriting and eligibility 
guidelines.” The focus is on quality data throughout 
the loan process. 

This involves 1) ensuring the borrower(s) identity and validating their financial situation, 2) an 
unbiased and rational property appraisal and 3) identifying, validating, monitoring and evaluating 
the performance of all the participants in the process. Fannie Mae will be implementing a new policy 
that prohibits lenders from delivering loans that have been originated, underwritten, or serviced 
by individuals or companies that are listed on the federal General Services Administration (GSA) 
Excluded Party list or HUD’s Limited Denial of Participation list. 

Further, programs under the direction of the FHFA and based on the MISMO V3 standards, 
like the Uniform Mortgage Data Program (UMDP) and all the associated subsets, will present a 
disciplined and sustainable process for the future. Finally, we will have a holistic view of a mortgage 
loan allowing interested parties to analyze all the data and documents for that loan and make their 
own decisions on its worth. 

Additionally this is a significant step in reducing fraud. Only those who have irrepressible 
optimism and a tendency to find good in everything believe we can completely eliminate 
fraud. Criminals are creative. As soon as you stop one way, they invent another so it requires 
constant scrutiny.  

But fraud by itself was just one cause of the meltdown. I realize a lot of this has been said before, 
but let’s take a look at some of the other contributing factors to the financial breakdown in the 
mortgage industry with respect to what’s happening today.

First, the US Government pushed for increase in home ownership, ignoring criteria such as 
20% down payment. The Federal Reserve didn’t recognize the problem and kept interest rates low 
well past the point where they should have been raised. Bank regulators ignored the breakdown of 
underwriting standards until it was much too late to take effective action. Fannie Mae and Freddie 

Only those who have irrepressible  
optimism and a tendency to find good in 
everything believe we can eliminate fraud.
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Mac drastically reduced underwriting standards in response to 
euphoria over rapidly rising home prices and approved loans 
that could not be repaid without an indefinite continuation 
of house price inflation. Wall Street rating agencies provided 
AAA and AA ratings to securities issued against pools of new 
types of extremely risky loans when they had no adequate 
statistical basis for estimating potential losses.

Most Lenders depend on quick loan sales to allow funds 
for more loans. New products need a market or the lender 
must hold them until they pay off, stifling cash flow. Mortgage 
Originators encouraged borrowers to buy more house than 
they could afford and to accept 
toxic mortgages that they did not 
fully understand. Real estate agents 
seized the opportunity with little 
regard to consumer’s well being. 
Home Buyers and Home Owners 
allowed themselves to be seduced 
into buying houses they could not 
afford, to purchase second and third 
homes on speculation and to deplete 
their existing equity through cash-
out refinances in order to maintain 
lifestyles they could not sustain. 

The industry was consumed with 
quantity over quality. We pressured the loan originators, 
appraisers and underwriters to approve loans that many 
felt were at the best, questionable loans. We displayed no 
common sense or reasonability. It was all about how many 
loans we could push through in a day. What followed was 
the collapse of housing prices, the rise in unemployment 
and substantial foreclosures. 

How did Washington respond? They responded with lots 
of proposed changes like the Dodd-Frank legislation and the 
formation of the Federal Housing Finance Authority (FHFA) 
and The Consumer Financial Protection Bureau (CFPB). 
How did the industry respond? As expected, they did not 
think Washington really understood the business and this was 
an over-reaction by Washington. Based on the recent fiasco 
over the debt ceiling the mortgage industry may have a point. 
However, the mortgage industry has only itself to blame.

A lot of problems, like Robo-signing for example, were 
a direct result of the industry still being based in a paper-

intensive world. Think about it: Why is it that 10 years after 
UETA and eSign legislation, we are still producing tons of 
paper with all of its inherent problems? Missing or misplace 
notes. I recognize that adoption is ramping up but to only have a 
little over 200,000 eNotes registered in 6 years is unacceptable. 
Also, why the industry is still forced to submit 4506-T requests 
in hard copy is beyond me. Obviously, imaging solutions did 
not adequately serve the industry’s needs. 

All of this is a reflection on the industry’s inability to adopt 
technology in a reasonable time frame. Any major change in 
process could impact many other areas in an organization. 

Maybe they look at the Return on 
Investment (ROI) as strictly a dollars 
and cents decision. And when you 
think of ROI just in terms of dollars 
and cents you lose because there 
are several intangible ROI like the 
cost of noncompliance or process 
improvement, for example, that 
lenders need to factor into every 
technology decision.

The mortgage industry faces an 
uphill battle in restoring consumer 
confidence in the industry, particu-
larly in the housing arena. It is im-

portant to remember that the houses that individuals and fami-
lies own are a major asset on their balance sheets. Housing 
prices significantly affect consumption either via the wealth ef-
fect (for example, when house prices rise/fall, households may 
feel more/less wealthy and react by increasing/reducing their 
consumption or via collateral effects that is, an increase in the 
value of a house might allow the owner access to more credit; 
the opposite might occur when house values fall). Housing 
contributes to GDP in two basic ways: through private residen-
tial investment and consumption spending on housing servic-
es. Historically, residential investment has averaged roughly 5 
percent of GDP while housing services have averaged between 
12 and 13 percent, for a combined 17 to 18 percent of GDP. 

So, what's the takeaway? As an industry we have work to 
do, but if we move now and take comprehensive steps towards 
modernizing by adopting new technologies that genuinely 
improve the business of mortgage lending, we can and will 
come out of this much stronger. ❖

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.
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Business strategies - By Michael haMMond

Your iPad = More Revenue
Many mortgage executives see the iPad as a slick new toy for their personal 
use, but the iPad can actually help grow your business if used to the fullest.

Don’t you just love your iPad? Most executives that I interact with are using their iPad 
more and more and leaving their laptop at home. And if you don’t have an iPad, you need 
to get one.

Recent studies from the Net Applications research firm show that the share of global web browsing 
done from mobile and tablet devices is rising sharply, nearly doubling in the last 10 months from 
2.60% last August to 5.02% in June of this year.

The iPad – incredibly – accounts for 1% out of that 5% total for mobile and tablet devices. So 20% 
of all mobile and tablet browsing is done on an iPad. Incredible, with the huge number of smartphones 
and mobile devices in use.

I know what you may be thinking: Who cares? Is the iPad just another fun gadget? Well, you should 
care and if you know how to use it, the iPad can actually be a source of new revenue for your company. 
Your next question is: How can an iPad get me more business?

Quite frankly, the iPad isn’t just a hot new consumer device, it’s also an increasingly popular tool 
for business. I recently read an article that took a look 
at the new or updated business apps for the iPad, and 
highlighted trends in how tablets are being used in the 
enterprise. What shocked me was the examples the 
article detailed when talking about how iPads can be 
used by enterprises, were banks. Yes, you heard me 
right, this isn’t a new thing, as other companies in our 

industry are using an iPad to get some amazing results.
The first bank profiled in the article was Standard Chartered Bank, an international bank with 1,800 

branches on six continents, dozens of recent industry awards to its credit, and steadily increasing profits 
obtained through organic growth and acquisitions. iPhone and iPad provide a perfect platform to ex-
pand the bank’s mobile services, both internally and to its increasingly tech-savvy customers.

In the wake of the 2009 global financial crisis, Standard Chartered Bank immediately set to work 
reinforcing customer relationships. “As a leader in the industry, we needed to regain customer confi-
dence,” says Mary Huen, Head of Consumer Banking in Hong Kong. “And rebuilding that confidence 
is not about just pushing products and services — it’s about using the best technology to foster deep, 
longstanding relationships with our customers. It’s about helping them manage their money better.”

The iPad and iPhone enable the bank to forge new customer connections and strengthen existing 
bonds. “With the iPhone and iPad, we’re really looking at the next generation of banking,” says Todd 
Schofield, Global Head of Enterprise Mobility at Standard Chartered Bank. “Managing our customers’ 
money is a responsibility we take very seriously, and our mobile services reflect that.”

The article goes on to say that with a particular focus on Asia, Africa, and the Middle East, Stan-
dard Chartered sees immense potential to expand its mobile banking services among its increasingly 
tech-savvy customers. For consumers, the bank has developed Breeze, a suite of mobile banking and 
lifestyle applications. Corporate customers use the bank’s Sraight2Bank platform, which includes a 
mobile authorization app that gives corporate treasurers better control over transactions.

Quite frankly, the iPad isn’t just a hot 
new consumer device, it’s also an 
increasingly popular tool for business.
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Internally, Standard Chartered has al-
ready deployed thousands of iPhones to 
employees worldwide. “For us, the ob-
vious choice was iPhone,” says Jan Ver-
plancke, Group CIO, Standard Chartered 
Bank. “iPhone creates an environment 
that’s easy. You can tap into the mobile 
world and bring applications to people on 
the go.” 

The bank is also rapidly expanding 
its internal iPad usage to help personal-
ize customer service and simplify every-
day business activities. “Standard Char-
tered is at the forefront of innovation,” 
Huen says. “iPad helps us innovate by improving the way we 
interact with customers and provide services. Now we can be 
with our customers wherever they want to be in the branch.”

As one of the first and largest corporate banks to standardize 
on the iPhone, Standard Chartered Bank has developed more 
than a dozen in-house iPhone apps, which qualified employees 
can download from an internal app store, the Standard Chartered 
App Centre. These custom-built apps streamline internal pro-
cesses, securely transmit financial data, improve communication 
between customers and banking staff, and even tap into back-
end systems such as PeopleSoft and SharePoint for management 
approvals and collaboration.

One example is the bank’s proprietary TradePort app, which 
enables Trade Finance Relationship Managers to securely per-
form or monitor trades on the go using their iPhones. Another 
valuable app is FX Rates, a real-time foreign exchange tool that 
shows Standard Chartered Bank’s own internal rates and ratios 
between currencies. “With FX Rates, a person in our trading 
room has up-to-date, holistic views of our exchange rates at any 
given time,” Verplancke notes.

In Hong Kong, one of its largest markets, Standard Char-
tered Bank uses iNeeds, a custom iPad app that lets Relationship 
Managers in bank branches create client profiles and explain the 
benefits of products such as savings accounts or mortgages via 
direct, one-on-one interactions. With iNeeds on iPad, bank em-
ployees gain a clearer understanding of customer priorities and 
can offer more relevant products.

“iPad redefines the way our Relationship Managers connect 
with their customers,” Huen says. “With iNeeds, they’re able 

to introduce products in a more engag-
ing way, while deepening their under-
standing of that customer’s needs at that 
point in time. Together they can work on 
customized solutions on the spot. Every-
thing becomes very simple, effective, 
and user-friendly.”

To develop its internal apps, the bank 
relies on a small team of programmers, 
graphic designers, and interface experts 
— and the tools and guidelines included 
in the iOS Software Development Kit 
(SDK). “The SDK is very standardized, 
which means that our apps are more stable 

and consistent across many different apps,” explains Schofield. 
With a world of sensitive financial and personal data to pro-

tect, Standard Chartered is vigilant about security on its mobile 
devices. “We are a bank, in the end, so security is of utmost 
importance,” says Verplancke. “As we are present in different 
markets, different regulations apply to us, so we always take the 
highest common denominator on security.”

Fortunately, iPhone and iPad are up to the task. “iPhone and 
iPad allow us to securely restrict our internal systems with VPN 
access,” Schofield says. “We use the encryption that’s built into 
iPhone and iPad, and we use our Exchange servers to implement 
security policies such as remote wipe.”

The bank also offers enhanced mobile security features for 
its customers, such as text messages confirming ATM activity. 
“Our job is to give people the tools that allow them to feel se-
cure and counteract fraud,” Verplancke explains. If a customer 
gets a message about a transaction he or she didn’t make, “one 
tap on your phone and you’re connected to our customer service 
department, which will block that transaction.”

With the security, convenience, and ease of use that iPad, 
iPhone, and custom apps bring to its operations, Standard Char-
tered is well prepared for the challenges — and opportunities 
— of this new era of banking. The bank has begun introducing 
location-based services to its mobile capabilities, and is explor-
ing new features like augmented reality to make the user experi-
ence more profound.

It’s clear to see how the iPad and the iPhone are making a real 
difference in the banking industry already among early adopters. 
Why not give it a try? ❖

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.
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In special servicing, we are providing more diversified services all the 

time in order to bring about lasting industry recovery.
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E
veryone learned in school about the 
four elements that the ancient Greeks 
believed made up our world. Earth, 

air, fire and water show up in many ancient 
cultures as being the four critical elements of 
existence. We in the modern world, of course, 
understand that there are several additional 
elements that affect our daily lives, namely 
cable television and the smart phone, especially 
when used improperly by politicians and tabloid 
journalists. Ultimately all these elements, both 
the ancient and the modern, have a great deal 
of impact on the long-term success of the 
mortgage industry. Special servicers, however, 

have particular elemental priorities.
Our mission is evolving very quickly. Just a 

few years ago, special servicers were called upon 
to take loans that were assumed to be beyond 
redemption and find ways to bring value back to 
them. Unlike the primary servicing model, this 
is not typically done 
with triage, but with 
long and involved treatments that can lead to 
lengthy success with workout scenarios. While 
this important work is still a major part of what 
we do, we also are heavily in the professional 
services business, which is a close and compatible 
fit for the special servicer’s skill set. Professional 
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services include portfolio and process au-
dits such as those as specified in the Inter-
agency Review from last April from the 
Federal Reserve, the OCC and the OTS.  

Additionally, portfolio valuations and 
consumer complaint escalations have be-
come part of the special servicing reper-
toire, along with other services that lend-
ers and servicers are finding necessary. 
In the end, it all goes with the territory in 
today’s political, legislative and regula-
tory environment.

In this new and evolved era for special 
mortgage servicing, I identify four very 
relevant elements that have the most to do 
with success in our mission.

<<< Clear objectives
<<< Sound methodology
<<< The right people
<<< The right technology 
First, clear objectives are not as obvi-

ous as they sound, and they are different for 
everyone. Special servicing’s clients may 
be servicers, lenders who may or may not 
be servicers themselves, mortgage insur-
ers, investors in either individually owned 
or shared pools, and other stakeholders in 
the lending value chain. Large financial 
institutions are in the crosshairs for many 
at the moment, and more are needing third 
parties like us to provide neutral, detached 
and specialized expertise.

While their specific objectives may 
be different, their overriding goals are to 

provide fair, legally sound lending servic-
es that create the most positive outcomes 
from difficult situations.  This often 
means having special servicers working 
on recovering value from loans that are 
on the brink of foreclosure or are stalled 
due to robo-signing-caused legal delays.  
With average foreclosure time soaring 
to something around 500 days in some 
places, lenders are interested in exploring 
foreclosure alternatives that make sense.  

One such alternative is the facilitated 
short sale. More attractive than in previ-

ous markets, short sales are going from 
being a thorn in the side of servicing de-
partments to a result that fits well into an 
evolving loss severity reduction plan. The 
problem has long been making them work 
in a timeframe that meets the objectives 
of buyer and their agents, and this has be-
come a specialty of ours. Because special 
servicers understand the primary servic-
ing process and the people who perform 
it very well, we are able to accelerate the 
short sale life cycle by as much as 50 per-
cent. Buyers stay engaged and Realtors 
earn commissions, both of which are es-
sential in achieving the shared objective.

Sound methodology is a great deal 
more difficult than it sounds. Special ser-
vicing is far from generic, and methods 
and practices vary widely across the spec-
trum of those offering it. At the end of the 
day, people who are committed to their 
homes, neighborhoods and the single 
family residence lifestyle will go to great 
lengths to preserve their situations.

Our methodology is highly pragmatic 
and at the same time driven by our un-
derstanding of the borrower’s motivation. 
Not everyone can stay in their home, and 
when there is a low-equity, minimum-
attachment attitude visibly apparent in 
the borrower’s communications, we start 
looking for other ways to minimize loss-
es. Having a full range of options means 
having seamless communications with 

the owners of the credit risk, and that re-
quires a methodology that is steeped in 
technology. Special servicers often deal 
with situations that require investigation, 
skip tracing and other means to obtain 
“right party contact,” and these steps are 
as much a part of the methodology as the 
softer skills used with motivated occupant 
borrowers. It is task and effort intensive, 
and without the right process in place, it 
can be prohibitively expensive.

Most of what we do at Wingspan in-
volves compensation driven by results, 

not by effort.  Without the right method-
ology, it is very difficult to make money, 
regardless of demand for one’s services. 

The right people are the most critical 
component in our business. Those not 
familiar with special servicing might 
be surprised by that statement, but it 
is absolutely true because our business 
model is so different from those of the 
primary servicers.

For example, instead of using collec-
tors, we employ highly trained, highly 
empathetic professionals we call Loan 
Resolution Consultants. Our LRCs do not 
just talk the talk – they receive the main 
part of their compensation when they are 
successful in creating workouts that are 
sustainable, so they walk the walk every 
day. Although technology is very im-
portant in what they do, one technology 
they do not employ is telephone dialing 
automation. It is a timesaver in collec-
tion departments, to be sure, and that is 
precisely why we avoid it. People know 
when they are being called using a dial-
ing system, and those who have spent 
months being pursued by bill collectors 
will use that knowledge to avoid taking 
another dunning call. The methodology 
that works best for us requires borrowers 
to communicate and our LRCs to listen, 
often at great length. We actually monitor 
calls to make certain enough time is taken 
with each, not to minimize call times like 
primary servicers need to. Once they un-
derstand the borrower’s motivation thor-
oughly and their levels of psychological 
equity, our associates stand a much better 
chance of gaining true commitments for 
long-term workouts.  

These are senior, very experienced 
people. Another aspect that differentiates 
them from primary servicers’ customer 
contact people is that they do not use 
scripts in their work with borrowers. As 
useful as scripting can be in many situ-
ations in servicing, we find in our more 
specialized environment that lack sponta-
neity and come across as too impersonal. 
In a process as personalized as ours, we 
want very close connections established 
between our LRCs and their borrowers, so 
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Clear objectives are not as obvious as they 
sound, and they are different for everyone.“

“



we confine the use of scripts to the train-
ing room. It may be a numbers business, 
but people make the difference.

The right technology has historically 
been a problem for the loan servicing in-
dustry. Primary servicers still operate us-
ing main platforms that were designed a 
generation or more ago and well before we 
saw mass delinquencies such as those we 
are experiencing today. In order to shore 
up those legacy technologies, servicers 
have many, sometimes hundreds of ancil-
lary systems all working together. In spe-
cial servicing, most companies have not 
had to deal with the older systems and have 
been able to build the ones that work for 
them. This has been a major boon for us, 
especially since default management tech-
nology has truly stepped up for this crisis.

Our business model requires that we 

operate with great efficiency so we can 
save our most mission-critical human re-
sources for borrower contact and special-
ized tasks. As a result, technology that 
can perform a wide range of repetitive 
activities is a must. The technology grants 
tremendous efficiency lift and keeps us 
focused on the important things.

Earth, air, fire and water are integral 
parts of the real estate lending scene. But 

our four essential elements are more fa-
miliar business tenets that the entire indus-
try deals with to some extent each day. In 
special servicing, we are providing more 
diversified services all the time, and keep-
ing sight of the elements that make our 
missions achievable never ceases. We’re 
constantly refining, constantly improving 
– and that’s the most elemental aspect of 
what we do. ❖
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Steven Horne is CEO of Wingspan Portfolio Advisors, LLC, based in 
Carrollton, Texas, and the COO of PROGRESS in Lending. A lawyer who 
has held senior positions with Fannie Mae, Sherman Financial Group and 
Ocwen, he is an expert in creating and executing strategies to mitigate 
losses in real estate portfolios of all types, with a specialized concentration 
in servicing’s most difficult area, defaulted and seriously delinquent loans.  
Wingspan Portfolio Advisors can be found online at www.WingspanPortfolioAdvisors.com.
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When the only constant is changing regulations, you need more than a 

solution. You need a relationship.

UMDP, UAD, XML, Dodd-Frank, 
GLB – If there’s one certainty to our 
industry, it’s change. If you’re tired and 

frustrated, worrying about every regulation, 
every deadline, and every compliance issue 
that’s coming your way, you’re not alone. 
In today’s environment, companies have to 
outsource many of their compliance functions 
and it has left compliance officers stretched 
thin, and the time to implement a new vendor 

can significantly impact production.
Typically, each change brings on another 

round of searching for a vendor to handle 
the issue. There’s a better way. Instead of 
researching and buying each compliance 
or technology 
solution as piece 
meal services as they’re needed, choose a true 
partner. Go through the due diligence once. 
Rely on a technology company that has most 

By Jennifer Miller

The Compliance Headache



of the services you need, and has the 
right relationships to quickly send you to 
in the right direction for other services 
should you need them.  

Choosing a true partner is a lot easier 
than you think. In fact, you do it all the 
time in your personal life. Do you have a 
favorite grocery store rather than hitting 
multiple stores for different products? Do 
you shop on Amazon instead of wading 
through countless independent websites 
for gifts? 

The same principles apply here, and 
the right decision will make your job 
much easier and your organization much 
more profitable. To help you make the 
right choice, here are five critical signs 
of the right kind of company for you.

An Industry LeAder

In light of the hefty consequences 
associated with non-compliance, it’s 
important that you avoid a “Johnny-
come-lately”. When you’re looking 
for a true industry expert, look for 
their leadership and reputation to span 
decades. Ask the people you respect 
in your industry. Do you see them in 
the news often, writing articles about 
technology and compliance? Do you 
see them at association conferences, 
speaking on industry panels, featured 
in webinars, sharing their knowledge 
and experience? Do you see them on 
blogs or social networks sharing tips and 
ideas? Do others seek their thoughts on 
important issues? Do they work with 

the trade organizations often? Do the 
industry giants respect this company? 
Are they well connected and widely 
known for their leadership? 

When a company is in the position 

to lead and train others, they have to 
prepare their solutions far in advance 
of deadlines and far in advance of their 
competition. When the industry relies 
upon a company for thought leadership 
and technology guidance, you can rest 
assured their solutions and services are 
well vetted and thoroughly tested by 
others before you, which means far less 
risk for you.

It’s About trust

Companies that are confident in their 
solutions and services don’t hide them. 
Can you see the product before signing 
up? Can you test drive the service? 
Can you attend a webinar and see the 
product or service in action and ask 
questions? Can you contact other clients 
yourself, to hear what they say about 
their satisfaction? Are their prices public 
information? Have you visited their 
offices? Are you comfortable with their 
financial state? If a company isn’t “what 
you see is what you get”, avoid them. If 

you can’t view the product and get pricing 
information without signing a contract, 
run for the hills. The company may sell 
themselves well but make sure you have 
proof that all of their features exist and 

are functional before you commit. If you 
don’t trust a company, go with your gut 
instinct. 

Some companies are intentionally 
vague on their websites to force you 
to contact them and enter their “sales 
cycle”. As you can imagine, this could 
be a big waste of your time. It’s just too 
risky not to know what you’re getting 
into before making expensive mistakes.

servIce MAtters

Every company claims they’re committed 
to client service. But what does that 
really mean and how do they prove it 
to you? Do they offer training? Do they 
answer the phones when you call or do 
you leave voice mails? Do they answer a 
support line after regular business hours 
or is it voice mail, again? Call them a few 
times and see for yourself. E-mail them 
and see what happens. Will you have a 
dedicated account representative who 
knows you and your organization, or do 
you start from scratch and explain your 
needs every time you call? Remember, 
you’re looking for a relationship.  How 
they treat you is critical.

thInk LongevIty

In many cases, you’re relying on a 
technology company to ensure compliance 
with regulations. A single mistake can 
cost you tens of thousands, plus all the 
negative press. 

You’ve got to choose a provider 
with a solid history of success and the 
proven financial footing to be stable for 
years to come. We all know it takes an 
exceptionally tough technology company 
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When you’re looking for a true industry 
expert, look for their leadership and reputation 
to span decades.
“ “

1. How will our appraisals be submitted to the GSEs? Do you have a direct connection to 

    UCDP or are you using another party?

2. How are you getting the original data from the appraiser? Will it be PDFs or Native XML?

3. If we will receive PDFs, how with the data be extracted?

4. Who is responsible (your vendor or you) for the fees assessed for PDF extraction?

5. When PDF extraction fails, what is the process for resubmission to the GSEs?

    Download a full UMDP Readiness Checklist, along with several other helpful resources at  

    www.MercuryVMP.com/UMDP.

Here are five questions that you need to ask your appraisal vendor:

Are You reAdY For uMdP?



to last through the ups and downs of the 
real estate and mortgage markets, so 
consider longevity. Companies are bought 
and sold every day, and those transitions 
most often change their priorities and 
values, so consider their merger and/or 
acquisition history. You’re looking for 
stability and a proven track record. 

chAnge MAnAgeMent

I encourage you to ask your candidates 
how they’ve adapted to changing 
regulations and market conditions in the 
past. How quickly do they release the 
tools necessary for compliance? How far 
in advance are they ready for industry 
changes? Is product development 
something they handle in house with 
their own development team, or do 
they outsource it to another company, 

possibly in another country? How often 
are updates and new features released to 
their clients? Do their products impress 
your IT staff, or are they skeptical of 
the outdated technology? Look at their 
overall history of innovation to see what 
they’re likely to do in the future.

Your technology is critical. Don’t 
fall prey to a company with the slickest 
salespeople, if they don’t have the actual 

tools to back it up. In Oklahoma, we call 
that “all hat, and no cattle”. Even if they 
have an interesting product, you have to 
look at the company and their history, 
along with the product. 

These guidelines and questions are 
simple, but they’ll help you avoid the 
potentially catastrophic consequences of 
choosing what could end up being the 
wrong technology provider. ❖
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Jennifer Miller is executive vice president of products for a la mode’s 
Mortgage Solutions Division. She is charged with development and 
support of a la mode’s Mercury Network, the vendor management 
platform for the mortgage lending industry. Prior to that, she was the 
Executive Vice President of Special Projects where she focused on business 
to business integrations providing lenders and AMCs access to quality-
checked completed appraisals in pdf and XML formats.
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 Modern 
LOS

T oday’s modern loan origination systems (LOS) 
are evolving into more than just loan processing 
systems. This evolution is driven by lenders’ needs 

to respond effectively to ever increasing demands from 
investors, regulators, and consumers. The complexity of 

the mortgage business today is at an all time high and still 
peaking. Compounding the intricacies are new regulatory 

enforcement risks and fines that could significantly impact 
a lender’s net worth.

Every LOS in the marketplace today is functionally 
capable of processing and closing loans; however, lenders 

today are demanding that their systems do much more. A 
line has been drawn and now vendors have to step up and 

over that line for them to succeed and for their clients 
(lenders) to prosper. 

Just as the financial meltdown has been difficult 
for lenders, it has been equally challenging for LOS 

vendors. Vendors are facing historically high costs 
maintaining system compliance as regulators continue 

to add new and complex reporting requirements. 

Every LOS in the market today is capable 
of processing and closing loans, but 
lenders today are demanding more.

By Lester Dominick
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The



The new Consumer Financial Protection 
Bureau promises to be extremely active in 
addressing the mortgage industry. They 
have taken responsibility for several laws 
that directly affect mortgage originations 
including the Home Mortgage Disclosure 
Act (HMDA), the Truth-in-Lending 
Act (TILA), the Real Estate Settlement 
Procedures Act (RESPA), the Home 
Ownership and Equity Protection Act 
(HOEPA), the Equal Credit Opportunity 
Act (ECOA), the Alternative Mortgage 
Transaction Parity Act (AMTPA), the 
Community Reinvestment Act (CRA), 
and the SAFE Mortgage Licensing Act 
(SAFE). And let’s not forget the Dodd-
Frank Act. The industry can certainly 
expect more requirements as additional 
rules are written.

Beyond new Regs

In addition to the regulatory activity, 
there are new requirements from the 
Government Sponsored Enterprises 
(GSEs) that require a LOS to support 
the Uniform Mortgage Data Program 
(UMDP) which consists of the Uniform 
Collateral Data Portal (UCDP), the 
Uniform Appraisal Dataset (UAD), and 
the Uniform Loan Delivery Dataset 
(ULDD). LOS systems also need to add 

support for MISMO’s V3.1 Reference and 
Data Dictionary in the near future. The 
costs of implementing these significant, 
time-consuming projects and dealing 
with normal day-to-day compliance 
issues are normally fully absorbed by the 
LOS vendor. 

Lenders receive the benefits of these 
efforts at no additional cost as they are 
typically included in the maintenance or 
transaction costs lenders pay LOS vendors 
for support.

VendoRs ARe stRessed

LOS vendors not only face a constant 
barrage of compliance and technology 
challenges but are operating in an 
environment where there is a smaller 
revenue pool due to lower loan volumes 
and fewer potential customers. 

With this tremendous work load and 
challenging market not every LOS vendor 
is going to be able to step up to the line 
and meet all these requirements. Some 
vendors have already withdrawn from the 
market while others are providing minimal 
amounts of effort to stay in compliance for 
their existing customers. There have been 
reports of vendors missing regulatory due 
dates and problems with system updates 
meeting the requirements. 

With such a significant regulatory 
workload, system innovation has taken a 
back seat the last several years. The vast 
majority of the loan origination systems 
in the market today were built prior to 
2006. Software development technology 
changed significantly at end of 2006 
when Microsoft released its .NET 3.0 
Framework. This wasn’t just an upgrade, 
it was a substantially new and better way 
to build and run software.  

The newer technologies offered by 
Microsoft and others offer significant 
improvements in all areas of development 
including the  graphical user presentation 
layer, business rule engine, workflow 
system, communications layer, imaging 
capabilities, and business intelligence 
tools, as well. 

These technologies are being used 
to build more efficient electronic loan 
delivery systems, compliance engines, 
product and pricing engines, integration 
services and data services to support 
business intelligence gathering.

stAy CompetitiVe

For vendors and lenders to remain 
competitive, all loan origination systems 
will need to be redesigned and upgraded 
to take advantage of the many benefits that 
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Are you looking for a partner or just a vendor? Look at the vendor selection as 
if you were hiring for your own staff. The best implementations occur 
when a true partnership is created between the vendor and the lender.  

Trust but verify - It isn’t that purchasers don’t ask the right 
questions, but they sometimes get side-tracked and that can result in 
partial answers. It is important to check the veracity of the answers. 
Most well-informed sales people are happy to explore inquiries and 
substantiate what they say with tangible data.

Dig a little deeper – Ask for a code review. Code reviews aren’t 
normally offered up front but if there is any doubt about how deep the 
technology goes, then ask. If a vendor is not willing or hesitates, then 
ask the hard questions. I.E. - Exactly what technology was used in 
development?

Check financial stability- Get audited financial statements and 
investigate to determine if the company you’re dealing with is part of 
a larger entity. If so, then ask for financials on the entire enterprise. 
Reviewing the book value for the individual software that is involved 
may not mean a lot if there is little or no cash in the bank. 

Ask for a product roadmap – It’s surprising how many 

companies don’t have roadmaps or design plans for their products. Be 
sure to request a three-year history of the Research & Development 
budget to determine if the vendor has a long term plan or just has knee-
jerk reactions to market demands. 

Validate experience – Longevity is important, especially in 
today’s vendor market where companies are popping up, getting 
acquired, and shutting down on a daily basis. Also important is finding 
a vendor that has experienced staff that understands the industry as 
well as the software. A company is only as good as its people.

Check references – This may seem obvious but many 
purchasers fail to contact references or ask insightful questions 
for fear of imposing. If a vendor is using an existing client as a 
reference, that client is usually more than willing to speak on their 
behalf. Some references may even offer site visits. Client site visits 
are invaluable to see real-life usage of the system and to determine 
vendor support levels.

Visit the vendor – Establish a comfort level with the vendor. 
Prospective buyers should visit the vendor’s location to get a feel for 
their office and meet the people behind the product. 

How Do You Pick THe RigHT LoS?
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the newer software architectures provide. 
And it’s not just the applications 

that need to be upgraded, the data base 
schemas must follow suit. The schemas 
were developed many years ago and 
as those schemas have been modified 
over the years to accommodate changes 
to MISMO formats, GSE interfaces 
and regulatory requirements, they have 
become inefficient. Even if they started 

out as a well normalized data model from 
the start, over time they have lost many of 
the benefits of normalization.

ReAl ChAnge

Some vendors have taken small steps 
by putting new User Interfaces on top 
of old technology. This face lift does 
not provide the benefits of the new 
development and runtime technologies; 
it’s merely a cosmetic improvement 
that will quickly lose its luster. Only a 
few vendors have made the deep-pocket 
financial commitment to redesign their 
products in the new technologies build a 
new data schema.

AReAs to Know

There are four important areas that lenders 
using new technology loan origination 
systems can make a significant difference 
over previous generations.

<<< Compliance - provides a system-
atic approach to compliance with the use 
of the rule engine and strong interfaces 
with third party compliance tools.  

<<< Loan Quality – simplifies and 
promotes the implementation of pro-
cesses and services that improve loan 
quality through the use of the rules en-
gine to enforce policies, identify poten-
tial risks and problems, and via the use 
of integration services to validate over 
all data integrity with independent third 
party data.  

<<< Task Automation - accomplished 
by automating duties/steps through 
the use of the workflow system in 
conjunction with the rules engine and 
imaging center to reduce costs by the 
use of less employee labor while also 
improving quality.  

<<< Business Intelligence (BI) - 
supports business decisions and provides 
constant feedback to monitor performance 

all the way down to the individual 
performing tasks.

The first three difference makers are 
fairly obvious and success is directly 
related to managements’ ability to get 
the best use out of these tools. The 
fourth, the use of Business Intelligence 
tools, is less obvious and requires more 
individual creativity.  

BI involves determining what data is 
important and how to analyze that data to 
learn more about the business. This leads 
to the discovery of new opportunities in 
all areas of the business enterprise. BI 
allows a business to enhance visibility of 
organizational strategy and align actions 
with that strategy.

BI is an enterprise wide system that 
makes use of timely data from not just 
the LOS but other important systems such 
as accounting, servicing, and secondary 
marketing. The data can be organized to 
provide measurements of performance 
against defined benchmarks. It can be 

used to understand what factors are 
driving performance in many areas - sales, 
customer interaction, third party vendor 
performance, staffing requirements, 
operating costs and many more. BI 
provides personalized and interactive 
dashboards that can improve business 
performance at all levels of a company.

tAKe Bi FuRtheR

Dashboards allow users to track key 
performance indicators, assign goals, 
and collaborate and share knowledge 
across the business. Complex data can 
be communicated effectively through 
a visual presentation that users can 
understand more easily than looking at 
reports. Dashboards also let users drill 
into the visual data to better understand 
what the dashboard is illustrating.

What does all this new technology 
really mean for the lending industry? It 
means lenders will be better equipped 
to compete effectively in a market that 
is becoming increasingly complex, with 
more and more risks. 

the wAy FoRwARd

Lenders will improve their ability to 
compete with companies that have greater 
resources by being better informed about 
their business and customers. They will 
gain a better understanding of where 
process improvements can be made that 
will improve bottom lines. They will 
understand what is working and not 
working for their customers.  

And lastly, risks can be identified 
sooner and mitigated easier. Proper use 
of these new technologies is a real differ-
ence maker. ❖
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Lester Dominick founded MortgageFlex Systems, Inc. in 1980 as a 
consulting firm to specialize in the mortgage banking industry. He 
has served as President and Chief Product Architect since inception. 
Dominick’s initial work at MortgageFlex Systems focused on systems 
evaluation, systems design and strategic data processing planning 
for commercial banks, savings institutions and mortgage companies. 
He quickly identified the need for lower cost solutions for mortgage loan origination, and 
LoanQuest, the first microcomputer based loan origination system, was introduced in 1984.

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

Just as the financial meltdown has been 
difficult for lenders, it has been equally 
challenging for LOS vendors.
“ “
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As the industry struggles to deal with the aftermath of 
the mortgage crisis, Five Brothers has stepped in to help 
investors tackle their REO disposition woes.

A s we all know, defaults, workouts and foreclosures will continue to be the norm for 
some time to come. These market conditions are turning investors into landowners 
and whole neighborhoods in some areas of the country are inundated with vacant 

homes. What does all this mean? According to CNBC, “in California, median home prices 
took their steepest dive in May, down 8.2 percent year over year to $280,000, as distressed 

sales made up more than half the market… Fannie acquired 
53,549 foreclosed properties in the first quarter, up from just 
under 46,000 in the previous quarter.”

Because of the extent of the foreclosure/REO problem there are even proposals 
circulating that would force the GSEs to actually become landlords and rent these vacant 
homes. That would result in a whole host of new issues as the GSEs are not set up to act in 
this manner. So, how do we solve this crisis? Joe Badalamenti (left) and William Walsworth 
of Five Brothers share some ideas:

The 
REO
Crisis

Executive Interview
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Q: What are the key trends and most pressing 
issues facing servicers as it relates to field 
services?

JOSEPH BADALAMENTI: Among the issues 
facing today’s mortgage servicers, strict 
property conveyance rules and other HUD 
mandates represent one of the most press-
ing. Bid procedures, covered work, dollar 
thresholds, submittal protocols…they’re 
all part of the details that – aggravated by 
increased numbers of foreclosed proper-
ties – can threaten the servicer’s ability 
to meet strict HUD conveyance rules and 
regulations. If unchecked, the added costs 
– including interest penalties and denied 
claims – can quickly escalate from minor 
irritant to major financial pain.

To help client’s address these con-
cerns, Five Brothers has created a series 
of support solutions that help servicers 
eliminate frustrating and potentially cost-
ly conveyance problems, while improv-
ing the value of their FHA-backed mort-
gage assets. These solutions can lead to 
highly efficient, fully compliant servicing 
and foreclosure processes for every FHA 
property in the servicer’s portfolio, results 
we’re already achieving with a 99% suc-
cess rate for many of our clients.”

Q: Can you give some specifics? 

WILLIAM WALSWORTH: One example is our 
ClaimSys technology, which expedites 
fully compliant FHA claims by allowing 
servicers to complete HUD claims sec-
tions A through E, faster and more effi-
ciently. Using ClaimSys, servicers can 
lower claims processing costs and im-
prove productivity, while producing vir-
tually error-free results.”

Assuring bid accuracy is another way 
we’re helping servicers minimize con-
veyance missteps. Using the latest HUD-
approved cost estimator, Five Brothers 
streamlines bid validation and submit-
tal by automatically resolving non-con-
forming repair/maintenance bids to meet 
HUD specifications. By confirming bid 
accuracy prior to submittal, this technol-
ogy helps servicers speed work comple-
tion/reimbursement cycles, drastically 
reduce bid rejections, and lower admin-
istrative costs.

HUD P260 bid data entry is also an 
important piece of the HUD conveyance 
challenge. As FHA specialists, we’re 
now providing bid data entry into the 
HUD P260 portal as part of our service 
platform. We’re finding that this added 
service goes a long way toward relieving 
client compliance worries, while drasti-

cally reducing processing time and help-
ing ease workflow bottlenecks. 

Notification of completed P260 bid 
entry is automatically posted to client’s 
secure section of Five Brothers’ FiveO-
nline web-based workflow management 
system. Using the HUD P260 portal, 
mortgage servicers then simply accept the 
completed P260 bid, resulting in a sim-
pler, faster, more accurate bid process.

JOSEPH BADALAMENTI: Meeting the compli-
ance challenge means having the right 
information in the right hands at the right 
time. Our in-depth ongoing involvement 
with FHA-backed properties positions us 
to communicate HUD rule changes to cli-
ents, customer service staff and members 
of our field service team, as they happen. 
We do this through our FiveAlerts online 
news updates, blanket e-mails, and post-
ings to our FiveOnline workflow manage-
ment portal, reinforced through a rigorous 
multi-level quality control process. 

Q: In addition to FHA/HUD compliance, do you 
see other important regulatory issues on the 
horizon?

JOSEPH BADALAMENTI: Locally-based com-
pliance challenges are becoming more 
numerous. One example: Municipali-
ties throughout the country are enacting 
regulations requiring registration of va-
cant properties, typically requiring in-
formation on how long the property has 
been vacant, plans for the property and 
who to contact in case of an emergency. 
With municipalities continually enacting 
or modifying their own versions of such 
regulations, compliance can be a difficult 
and complex task.

To help address this issue, we main-
tain and continually update a nationwide 
vacant property ordinance database. Cli-
ents are automatically alerted to changes 
and have direct access to the database 
through our FiveOnline workflow man-
agement portal. Five Brothers manages 
the registration process from start to fin-
ish, establishing rapport with municipal 
authorities, notifying mortgagees, filling 
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Joseph Badalamenti got his start in the default management industry 
in 1967 as a HUD contractor. Now, 43 years and millions of 
inspections later, As CEO Badalamenti has built Five Brothers into a 
highly successful and respected industry leader offering a full range 
of default management services and technology solutions. His strong 
belief in client-centered partnering has spawned a nationwide network 
of highly effective customer and field service professionals.

InsIder ProfIle

Industry PredIctIons
Joseph Badalamenti thinks:

1The mortgage industry will increas-
ingly turn to outside default manage-

ment partners as servicing requirements 
continue to become more numerous and 
complex, and internal staffing and related 
overhead costs rise.

2There will be a growing need for 
specialty technology solutions that au-

tomate the resolution of real estate owned 
(REO) assets.

3Lenders, servicers and asset manage-
ment companies will face an expand-

ing array of regulatory requirements, 
including a myriad of code compliance 
requirements and local vacant property 
ordinances.

Executive Interview



out and submitting registration forms 
and coordinating actions needed to as-
sure compliance.”

As the volume of unoccupied and 
foreclosed properties increases, code 
compliance is also demanding increased 
attention. The key is to address code com-
pliance problems before they occur and 
violation notices are issued. We’ve taken 
the initiative by building strong lines of 
communication between the client and 
enforcement officials, and continually up-
dating our field service personnel on cur-
rent code compliance issues and potential 
violations, so they can be addressed early 
in the P&P cycle. Should a violation oc-
cur, we provide itemized estimates of 
work needed to bring the property into 
full code compliance.” 

Q: How is technology helping to improve results 
for today’s mortgage servicers?   

WILLIAM WALSWORTH: There are a number of 
very good mortgage servicing technology 
platforms. In many cases, however, lega-
cy systems may not fully address special-
ized requirements arising from the kind 
of dynamic, fast-evolving market we find 
ourselves in today. Our approach has been 
to create a suite of innovative, regulatory-
compliant solutions, each optimized for 
a specific requirement or task, and each 
tailored to the client’s unique needs and 
business opportunities. We’re seeing ser-
vicers use these solutions – which are 
fully compatible with all major mortgage 
servicing platforms – to save time, elimi-
nate errors and increase process efficien-
cies across the enterprise.

JOSEPH BADALAMENTI: Our FiveOnline work-
flow management system is a case in 
point: With convenient and secure 24/7 
online access, this web-based workflow 
system enables fast and efficient ordering, 
tracking and management of all default 
management services. It’s a very robust, 
image-based system: FiveOnline stream-
lines order placement and invoicing, pro-
vides on-demand retrieval of documents 
and photos, and instantly generates work 

status updates and property condition re-
ports. And by using FiveOnline to gener-
ate management reports, system users can 
accurately track performance and costs 
over time.”

However, there’s more to FiveOnline 
than paperless workflow management. 
It’s actually a portal providing instant, 
single-screen access to all kinds of  func-
tionality, including vacant property reg-
istration, HUD claims processing, com-
pleted HUD P260 data entry notification 
and much more.

WILLIAM WALSWORTH: Of course, technology 
is playing a vital role in other challenges, 
as well. Many servicers, for instance, con-
tinue to struggle with the inefficiencies 
and high costs of traditional document 
handling processes. Expanding regula-

tions, shifting market conditions and new 
business demands can easily overwhelm 
existing document solutions. Our MARS 
document management/processing sys-
tem is a scalable, regulatory-compliant 
solution created specifically to address 
these issues by speeding and simplify-
ing data aggregation, task management, 
tracking and reporting.”

Utilizing Optical Character Recogni-
tion (OCR) technology, MARS allows for 
high-speed scanning, extraction, trans-
mission, collection and dissemination of 
mortgage data. We designed MARS to be 
applied as a stand-alone solution, but it 
can also be integrated with virtually any 
existing document management system 
to eliminate document loss, increase ac-
curacy and enhance information security.

IntelliStorage, an enhancement to our 

 Follow us on 
Twitter@engageprogress
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MARS technology, focuses on secure 
document storage and retrieval. Func-
tionality includes hi-speed scanning, 
intelligent document classification (in-
dexing) and file access through a secure 
web-based interface. Loan-level index-
ing makes it fast and easy to retrieve and 
organize files linked to specific business 
tasks. By better integrating content with 
business processes, mortgage servicers 
are able to reduce cycle time, streamline 
workflow and increase productivity. 

Q: How is technology helping servicers deal with 
elevated volumes of loan defaults and foreclosed 
properties?

WILLIAM WALSWORTH: Well, there certainly 
are opportunities to improve productiv-
ity and results at various stages of de-
fault management. One area ripe for au-
tomation is loan modifications. We’ve 
responded with our MOTZ loss mitiga-
tion software, which enables mortgage 
servicers to quickly modify loans in full 
compliance with HAMP and FDIC guide-
lines. With new levels of speed, efficiency 
and accuracy, MOTZ allows mortgage 
servicers to quickly identify up to 1,000 
curable and non-curable loans per minute, 
saving time, streamlining operations and 
reducing foreclosure losses.

MOTZ accelerates loan analytics, 
determines correct loan modification pa-
rameters and instantly generates cover 
letters, amortization schedules and loan 
documents. It’s easy to use, integrates 
smoothly with most existing mortgage 
servicing systems and fully complies 
with all FHA, Fannie Mae, Freddie Mac 
and VA regulations.  

Another challenge for mortgage 
servicers is processing of HUD’s Sin-
gle-Family Application for Insurance 
Benefits, required for all FHA-insured 
defaulted properties. Manual systems can 
be time consuming and costly. Even small 
errors can lead to lengthy delays in claims 
resolution. Working with your existing 
claims processing program, or as a stand-
alone, ClaimSys populates required fields 
allowing servicers to complete HUD 
claims A through E in compliance with 
HUD rules quickly, efficiently and virtu-
ally error-free.

Q: What are the most pressing issues the indus-
try is facing in preserving and maintaining REO 
properties?

JOSEPH BADALAMENTI: Industry wide, pre-
serving and maintaining REO properties 
has taken on increased importance as 
foreclosure rates have risen and regula-
tory compliance has become more ur-
gent and complex. The servicer’s first 

step in navigating these new realities is to 
find the right field services partner – one 
well matched to the servicer’s particular 
needs and unique business circumstances. 
Choosing the right field service provider 
can go a long way toward reducing REO 
losses and boosting asset returns. 

In our experience, an effective part-
ner must be able to provide both pre-
foreclosure services, such as property 
preservation, inspections and valuations, 
and REO services, such as occupied 
property management, pre-marketing 
services, marketing services, and closing 
and title services.

There’s no question: Effective pre-
foreclosure programs – what happens be-
fore a property falls into the REO column 
– are vital to making the most of REO 
property assets. Property preservation, 
inspections and valuations are the foun-
dation of asset value. Getting them right 
makes downstream REO tasks a whole lot 
easier and more effective.

Q: What are the keys to improving REO results?

JOSEPH BADALAMENTI: Strong field execu-
tion is certainly one of them. Servicers 
need to look for a provider with a nation-
wide network of experienced field service 
professionals that can act quickly and ef-
fectively to optimize the safety, value and 
marketability of their REO properties. 
This is much more than simply securing 
and maintaining the physical asset – the 
provider must retain REO professionals 
– including vendor management special-
ists and broker specialist teams – capable 
of working closely with real estate pro-
fessionals, vendors, title companies, law 
enforcement officials and attorneys to 
assure better outcomes at every phase of 
REO asset disposition.

WILLIAM WALSWORTH: Effective REO man-
agement technology allows servicers 
to organize and track all REO tasks and 
events; maintain communications with all 
parties in a real estate transaction; meet 
all regulatory and lender requirements 
and assure a clear audit trail. ❖

In 1995, William Walsworth joined Five Brothers as Chief Information 
Officer, developing all of the Five Brothers technology solutions. 
Walsworth provided Five Brothers’ clients with efficient and effective 
solutions for loss mitigation, asset preservation, loan modification and 
HUD claim processing, as well as document management, scanning, 
archival and retrieval. Prior to joining Five Brothers, Walsworth served 
as a senior systems analyst at Hong Kong & Shanghai Banking Corporation in New York 
before becoming President of GNU Software Development in Ann Arbor, Michigan.

InsIder ProfIle

Industry PredIctIons
William Walsworth thinks:

1Tablet technology will be utilized to pro-
vide real-time onsite property reports.

2HTML 5 will break out, providing for 
feature rich web-based applications to 

replace typical desktop applications.

3 4G and GPS will allow video and voice 
data to be streamed directly from a 

property using a personal computer, tablet 
or smart phone, allowing instant, real-time 
review of property condition.

Executive Interview
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Schedule a Free Demo Today!
Call (877) 728-4782 or Visit www.avistasolutions.com

Trade in your disconnected mortgage lending  



Do we as an industry really need  
another buzzword? Of course not. 
But it seems that Business Intelli-

gence or BI seems to be the latest buzzword 
to hit our industry. Let’s get beyond the buzz 
and get to the truth. What does BI mean 
really? To me, BI is about having defined  
parameters in which you can measure  
company performance 
and indicators instead 
of putting your finger up in the air to see 
which way the wind is blowing that second 
and basing business decisions on a hunch. 
That’s not going to work. 

We have used exiting technology combined 
with BI to bring the data out into the open and 
put it in a more manageable format. If you 
think about it, every mortgage company has 
enough data at their fingertips to make sound 
business decisions, but it’s not always used 
properly. You can’t just use spreadsheets or 
create a report to get there. Those techniques 
are static in that they only provide insight into 
a certain point in time. Those techniques are 

By Julie Piepho
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Let’s get beyond the buzz and get to the truth.

    W
hat does BI mean really?



dynamic enough to give you a full picture 
of your business. And let’s face it, these 
days our business is always changing. 

Here at Cornerstone Mortgage Com-
pany, we’re a full-service mortgage 
banker with more than 81 offices in 14 
states, including Colorado, Nevada and 
Utah. The company itself was founded 
in 1988 and is based in Houston, Texas. 
Right now we’re the fourth-largest non-
bank mortgage company in the country. 
A Top 30 National Lender, Cornerstone 
has more than 850 employees and a net 
worth of $24 million.

Our StOrieS

My point is that we have a sizeable busi-
ness to manage. Having said that, for 
me BI was not in the roadmap, but I saw 
a demo and was literally blown away. 
I saw this technology as a way to put 
information in a real-time and meaning-
ful format. At the key of a successful 
BI tool is visualization and dashboard-
ing. By using BI we created a tool for 
our president so she can see everything 
about the company and drill down to a 
very granular level. That’s what I like 
about BI. The technology gives the 
business confidence.

In looking at BI tools we selected 
Motivity Solutions’ Movation product. 
Movation BI combines the data from 
your collective systems and allows users 
to instantly access relevant information 
and apply powerful analytics for use in 
forecasting and performance monitoring. 
Movation provides real-time access to 

key performance indicators, scorecards, 
executive and employee dashboards, and 
on-demand dynamic reporting.

We started rolling out the BI technol-
ogy from Movation about a year ago. We 
started by identifying key performance 
indicators for our productions staff, 
meaning the loan officers, the underwrit-
ers, the closers, etc. Why did we take 
this approach? You always know what 
you think you know until you measure it 
through technology.

What we did was come up with mini-
mum standards and worked on organiza-
tion readiness to roll this out. Now all 
members of the production staff can go 
to this tool to see how they’re doing in 
relation to the goals set up by the com-

pany. You can also see how you’re doing 
in relation to your peers. The dashboards 
can really be very powerful.

Why? When you think about it, dash-
boards provide companies with the rele-
vant information necessary to drive their 
business. Users graphically see high-lev-
el summary data and have the ability to 
drill down to refined levels of data to in-
stantly identify and solve the root cause 
of a problem. Movation’s dashboards are 
role-based and customizable to ensure 
employees only have access to relevant, 
job-specific data. Because all of your 
systems are connected within Movation, 
you can review information from every 
data source on one screen, finally giving 
you a holistic view of your organization.

Prior we would set a standard and 
say that processors should do X-amount 
of files, but there was no accountability. 
Now we can offer clear incentive pro-
grams based on clear goals and objec-
tives that the company wants to hit. We 
went down this path because we as an 
industry have to better define processes 
and performance. Like every other lend-
er, we need to be as efficient as possible. 

Well, how do we know if we have too 
few or too many underwriters, for ex-
ample? You can’t just count heads every 
morning, you have to be smart about it.

And beyond that, we wanted to cre-
ate dashboards so different people within 
the organization can get real visibility. 
We now see where we’ve been and what 
we’re doing today so we can better fore-
cast what we’re going to do in the future. 
In essence, we’re getting dynamic re-
ports along with the dashboarding.

Be effective

In order to be effective, business intel-
ligence should link to underlying reports 
that drill down to a detail level and are 
electronically deliverable. These interac-

tive reports allow business users to solve 
potential problems by viewing detailed 
information quickly on screen without 
having to print a report or open a file. 
Through Movation you can develop re-
ports that are comprised from all of your 
systems - no longer are you required to 
manually piece together reports.

All of a sudden your processors, 
Loan officers and closers are being held 
accountable. We have private labeled our 
solution Fusion. Now that we have this 
technology in place I see almost limitless 
opportunities. We started with produc-
tion, but I want to go corporate wide and 
move it into accounting, HR, post clos-
ing, compliance, etc. 

If we go back to my earlier point, we 
lenders have all the data we need, it’s 
about pulling it together. You can mea-
sure anything if you have the technology. 
The biggest problem I think BI solves for 
us is accountability. People don’t want to 
see their name coming in below the com-
pany’s overall goal.

As you roll out BI, you need a plan. 
On a high level you want to start with 
executive BI so you understand things 
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We went down this path because we as an 
industry have to better define processes and 
performance.
“ “
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like turn-times, origination objectives 
and overall goals. All of that has to be 
broken down by department from a KPI 
perspective so you can see how long it 
takes to go from point-of-sale to origi-
nation, from origination to closing, from 
closing to post closing and so on. You 
need to know the time it takes to move a 
file between those stages within the life-
cycle of a loan by department.

Before you can do that though, you 
have to first understand what you track to-
day. All of that existing insight goes into 
an executive dashboard. Once we had that 
in a dashboard we could see how we were 
really doing and the technology takes it 
from there. What do I mean? We now 
know what departments to focus on so we 
can drill down into that department to see 
what we can do to better that department. 

What I’m describing is an accelerated, 
exception-based process so we can get the 
best results. It’s an interactive process de-
signed to get you a maximum result. If we 
find that the maximum result is going to 
require us to do five things that will take 
a year to get done, now we can break that 
down into manageable parts so we can get 
immediate return on investment.

This process also allowed us to train 
our users more quickly. Why? Because if 
we’re taking process change and dealing 
with it in parts, there is less to retain or 
train new users on. Along with that opti-
mization, BI enables us to test dynami-
cally as we go. If you need to streamline 
how you launch a campaign, for example, 
you don’t want theory on how to launch 
a better campaign, you want to do it. BI 
goes through that process, demonstrates 
how each task populates work and the 
users manage those tasks. This way the 
BI technology makes users experts.

The other thing you need to do as 
you go through organizational readiness 
is align the company objectives with the 

tasks. Employees are very concerned 
with their day-to-day pain points. As a 
result, we look for maximum impact so 
we can get more buy in to use the sys-
tem. If you give the user a benefit and 
eliminate their pain, they will be more 
likely to learn something new that helps 
them better meet the organization’s over-
all business objectives. 

You want to motivate everyone to use 

and learn the system. You want to cre-
ate many win-wins. From there, you use 
the BI technology to tell you where to 
go next to get the biggest impact. This 
way you are going through a continuous 
cycle all designed to solve real business 
problems. You can’t solve all the com-
pany’s problems at once and hope to get 
the most out of any technology. Your BI 
investment is always relevant because 
it’s telling you what to change to get 
maximum ROI next.

LeSSOnS Learned

As we look around in the mortgage in-
dustry today, the only constant is change. 
If you are purchasing a big solution that 
you are looking to implement over 12 to 
18 months, there are going to be a lot of 
changes in that year happening within 
our industry. You need to be nimble. 
Everyone has heard the horror stories of 
technology implementations that go on 
too long and end up costing too much. 
BI solves that issue.

BI tells you where you’re going to get 
the biggest bang for your buck next. So, 

the investment maintains its relevance 
throughout, you get comprehensive user 
adoption and you solve problems that 
will get the organization the maximum 
results. This is a process whereby you 
start with your vision. What do you want 
the technology to do? From there, you 
need to look at how you use reporting 
today and isolate how you want to use 
reporting in the future. Through this pro-
cess there are instruments to show you 
how to configure the system next.

A lot of times people put a vision or 
a mission statement on the wall in a nice 
plaque. That vision or statement might 
read and look simply amazing, but how 
do you achieve that vision or mission? 
BI helps you get there.

BI implementation can be a nice, 
quick process that gets you up and run-
ning with an executive overview. Once 
you have that executive overview you 
can drill down to find the biggest organi-
zational problem, and what’s the biggest 
problem within that problem that’s hin-
dering the company from growing. You 
may find that there’s a system problem 
with your LOS. BI can help you isolate 
that issue and maybe even solve that is-
sue even though it is not coming from the 
BI tool itself.

More a more we find ourselves using 
BI as our business management platform. 
BI has become a privately branded tool 
that helps us get to our vision. With BI 
you can truly inspect what you expect, 
measure efficiencies and determine ROI 
on things that used to be fuzzy or nebu-
lous. You don’t have to rely on human 
error. BI is certainly becoming an over-
used term, but when used properly this 
technology really gives you the freedom 
to make better business decisions. ❖
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With BI you can truly inspect what you expect, 
measure efficiencies and determine ROI on things 
that used to be fuzzy or nebulous.
“ “

Julie Piepho, Executive Vice-President of Cornerstone Mortgage Com-
pany, is a 30 + year veteran in the mortgage industry.  She has concen-
trated her mortgage career in retail sales and has held various positions 
ranging from a loan officer to the president of the first joint venture in 
the nation between Wells Fargo Bank and Norwest Mortgage.
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The Many Faces

As emerging risks and 
liabilities threaten to 
undermine confidence, 
technology can help.
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According to the Mortgage 
Bankers Association’s 
(MBA) First Quarter 2011 

Mortgage Bankers Performance 
Report, mortgage origination 
volume in Q1 2011 dropped 
significantly from Q4 2010, 

when refinances were prevalent. 
Additionally, the refinance 
share of total originations by 
dollar amount for this sample of 
independent mortgage bankers 
and subsidiaries was 50 percent 
in the first quarter of 2011, 
compared to 63 percent in the 
fourth quarter of 2010. With 
refinances down along with 
sales of new and existing homes, 

of Fraud 
By Michael Kuentz



lenders are scrambling to make up the dif-
ference in lost revenue.

These findings, coupled with a host 
of new regulatory requirements, are put-
ting a squeeze on lender’s balance sheets. 
Further undermining lenders’ revenues 
are increasing instances of fraud.  The 
Prieston Group estimates total annual 
losses related to mortgage fraud being $4 
to $6 billion per year. Proactively identi-
fying areas of fraud will position lenders 
to avoid taking further losses. 

MiniMize exposure

As loan repurchases begin to diminish, 
lenders are faced with a new threat. The 
Federal Housing Administration (FHA) is 
picking up where Fannie Mae and Freddie 
Mac left off, denying claims and issuing 
criminal charges against lenders who fail 
to meet guidelines.  If a lender is found 
to be in non-compliance with FHA guide-
lines, it can be fined for up to three times 
the amount of an FHA insurance claim. 

As large lenders hold billions of dol-
lars of delinquent FHA loans on their bal-
ance sheets, they cannot afford the poten-
tial resulting losses. Even so, income on 
“full doc” FHA loans is rarely third party 

verified.  Instead, the organization has 
historically accepted borrower-provided 
information, which means a greater mar-
gin for error and resulting lawsuits. To 
better manage their risk, lenders today 
require technology that delivers transpar-
ency across their enterprise.

Specifically, lenders need the ability 
to “look back” into delinquent FHA port-
folios to determine if their previous loan 
modification efforts were viable and/or 
to pull documentation needed to submit 
the loan to the Department of Housing 
and Urban Development (HUD) for in-
surance claims. Accurate income infor-
mation is paramount in determining loan 
modification qualification and for origi-
nating FHA loans. 

Similarly, lenders require the ability 
to “look forward” at internal FHA under-
writing and quality controls to ensure they 
are in compliance. If the lender didn’t use 
a third party for verified income in the 
past, they will want to begin outsourc-
ing this function going forward, given the 
repurchase and rescission risk (as well as 
legal ramifications) now associated with 
FHA loans.

Although loan quality has improved, 

Freddie and Fannie are still scrutinizing 
performing and non-performing loans – 
for push back or for comment.  In Fred-
die’s Q4 2010 review of performing loans, 
top deficiencies included: “Verbal Verifi-
cation of Employment – missing or stale 
dated” and “missing documentation to 
calculate income”.  Their findings imply 
that lenders may still need to enhance op-
erational controls in origination, QC and 
post-closing processes to be sufficient for 
today’s market and avoid taking losses. 

Verify eMployMent

Verification of employment is one of the 
most under-verified pieces of information 
in the mortgage process. In fact, accord-
ing to Fannie Mae’s 2008 loan review, 
employment fraud accounted for approxi-
mately 26 percent of fraud, with a slight 
decrease in 2009-2010 originations to 23 
percent – still a significant percentage. In 
addition, the FBI identifies employment 
as one of biggest fraud vehicles. 

Though fraud is the primary reason 
for inaccurate employment, it’s not the 
only reason. People change jobs, and 
sometimes this change occurs during the 
loan approval process. In addition, human 
error can be a factor with a huge impact 
on lenders.

Regardless of why or how the infor-
mation is wrong, the industry dusts over 
employment verification, but the current 
risks have made it a critical factor in the 
underwriting process, especially as the 
number of mortgage repurchases rise. 
Lenders must demand accurate data to 
base sound and quality lending decisions. 

insider fraud rising

The FBI indicates that nearly 80 per-
cent of all mortgage fraud involves an 
insider. Most lenders today rely heavily 
on internal processes and personnel to 
verify data, which often creates a natural 
conflict of interest. The lender seeks to 
close loans, and insiders are in business 
to complete loans. 

To make matters worse, there is little 
to no accountability for the person that 
processes the loan. If the loan defaults and 

58      Tomorrow’s Mortgage Executive           



a repurchase is requested, that person is 
rarely considered to be at fault or guilty 
of fraud. 

Just how much fraud occurs from the 
inside? According to a Fall 2010 survey 
by Aite Group, more than half of finan-
cial services firms claim at least five per-
cent of their total fraud losses is internal 
fraud. Internal fraud costs the indus-
try hundreds of millions of dollars, but 
surprisingly, fraudsters are rarely pros-
ecuted. Thirty-five percent of the survey 
respondents prosecute 10 percent or less 
of alleged fraudsters. 

research eVerything

A common yet fatal mistake is accept-
ing verbal verification of employment. 
Lenders can no longer afford to take the 
borrower’s word or assume that it will be 
the same at closing; therefore, researched 
verification is necessary to verify bor-
rowers’ information on 1003 forms, in-
cluding employment. 

Unfortunately, there is no verification 
technology inside a lender’s loan origi-
nation system (LOS) to track and report 
back on employment. It’s a manual pro-
cess, which can be time-consuming and 

overwhelming – not to mention prone to 
error. A handful of lenders have created 
entire departments dedicated to perform-
ing this task, but that handful is very small 
and primarily limited to larger organiza-
tions that have the necessary resources. 

enlist third parties

To avoid hefty fees and potential lawsuits, 
lenders must have a solid system in place 
to verify income and employment. Today, 
many lenders are enlisting third-party 
verification tools to verify borrower infor-
mation, including verification of income 
and employment. By outsourcing, lenders 
eliminate the risk of insider fraud as third 
party data providers have no incentive to 
manipulate the data. They simply report 
back the information regardless of the 

borrower’s status. Third-party providers 
have no stake in the outcome of the loan 
and are committed to helping the lender 
identify and mitigate fraudulent activity. 

In addition, lenders can check em-
ployment in real time to monitor any 
changes. The employment information 
can be checked when the borrower first 
applies for the loan, and then checked 
again before closing to ensure no changes 
have occurred that would increase the 
borrower’s risk. 

Lastly, third-party verification tools 
take the burden off of the lender. No lon-
ger does the underwriter have the added 
responsibility of manually verifying in-
formation, potentially resulting in error 
– either intentionally or by human error. 
In addition, the time and costs associated 
with a manual verification process can 
be eliminated. 

Whether due to fraudulent activity, hu-
man error, or simply a sudden change in 
the borrower’s circumstances, income and 
employment must be verified in order to 
write a quality loan. Lenders are obligated 
to complete verifications, but this task can 
be daunting. Enlisting third-party tools to 
verify income and employment can not 
only help lenders make better lending de-
cisions, but eliminate the time, costs and 
personnel burden of maintaining an in-
house process as well as reduce fraud. 

As emerging risks and liabilities threat-
en to undermine consumer confidence in 
lending organizations, technology deliv-
ers levels of insight and transparency that 
improve quality control and bottom lines. 
Savvy lenders will adopt solutions that 
enable them to easily review their entire 
portfolio on a loan-level basis to identify 
and eliminate fraud before it occurs. ❖
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Michael Kuentz is senior vice president of Equifax Verification Services. 
He can be reached at mkuentz@theworknumber.com or at 817-570-
8206. Equifax Inc. is a global leader in information solutions offering 
customized insights that enrich both the performance of businesses 
and the lives of consumers by leveraging one of the largest sources of 
consumer and commercial data, along with advanced analytics and 
proprietary technology.
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With exterior pressures, such as increasing regulation and compliance demands 
that force the need for additional transparency, 
combined with MBA predictions of dramatic 

origination declines in the third and fourth quarters and perhaps beyond, lenders must 
actively seek out new ways of doing business.

By Sharon Matthews

Get



Although our industry continues to go 
through a rough patch, at eLynx we have 
found that focusing on the data and adop-
tion of the end-to-end electronic loan 
process in creative ways, can lead lend-
ing organization along a path of growth 
and prosperity.

As lenders, I’m sure what matters to 
you, is how this thinking will pay off fi-
nancially and with attracting and retain-
ing the best borrowers. I would argue that 
as you work to continuously improve loan 
quality through a more data-driven work-
flow, you can see results today and tomor-
row, that are both tangible and intangible.

The need for quality data is an in-
sistent demand throughout the mortgage 
lending process. A competitive advan-
tage is available to lenders who can ac-
cess, track and validate that data from 
the various parties throughout the loan 
cycle. Those lenders who have the tech-
nology to know where the loan is in the 
lending workflow, and when the loan is 
passed from one party to the next and to 
affirm that the specific borrower, proper-
ty, and loan details remained consistent 
throughout the cycle, will have an even 
greater advantage. 

Different parties in the lending pro-
cess are at different stages of embrac-
ing electronic documents, signatures and 
trusted data: some organizations have au-
tomated parts of the process but are still 
scanning some paper documents, and 
faxing others. Others are still evaluating 
application of the various technologies. It 
runs the gamut. Traditional solutions to 
this dilemma require establishment and 

ongoing management of multiple point 
to point connections with partners. This 
makes the requirement of trusted loan 
data difficult, expensive and time con-
suming for lenders

At eLynx we believe that the simplest 
and most cost effective way to solve this 
problem, is to bring the loan participants 
together across a technologically rich, 
standards based network, that facilitates 
the secure sharing of legitimate informa-
tion between partners, to improve loan 
quality while minimizing the cost associ-
ated with achieving it .  

Hence we developed the eLynx Expe-
dite platform, which acts as an electron-
ic document and data delivery system 
between enterprises and their customers 
and partners. It fully supports a suite 
of configurable applications including 
electronic delivery, signatures, folders, 

fax, and print-and-mail fulfillment ser-
vices. The applications are supported 
with data capture, tracking and analysis 
tools that can be used to improve loan 
quality and minimize fraud throughout 

the mortgage loan 
The end goal of our approach of 

course is to use a flexible approach to 
facilitate lenders’ ability to focus on the 
phases of the loan cycle in a sequence 
that best suits them, and at a rate that 
suits them. Lenders and their partners can 
start simply and then build as their needs 
evolve. For example, start with electronic 
disclosures, backed up by print and mail 
fulfillment and progress from there. This 
will immediately improve response to the 
current compliance questions.

In order to comply with the new RE-
SPA rules, lenders are turning to various 
electronic delivery solutions – but there 
are significant additional benefits of 
adoption of such solutions.

It is measurable, that borrowers who 
accept upfront disclosures electronically 
are statistically more likely to stay with 
the same lender through to loan closing, 
helping lenders remove paper, time, and 
expense from origination and refinancing 
and to improve their application-to-clos-
ing ratio. (According to an eLynx study 
of loan closing data, three times as many 
borrowers who sign disclosures electron-
ically make it all the way to the closing 
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The future of the mortgage industry is paved 
with opportunities to improve loan quality 
and reduce cost though adoption of electronic 
solutions.
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table). This not only makes it easier to 
comply with the new RESPA rules, but 
it results in faster closings and a higher 
pull-through rate of quality borrowers, all 
good news.

With the onslaught of new regula-
tions in the industry, lenders have an 
opportunity to apply creativity and new 
business tools to loan workflows.

To assure compliant charges on the 
GFE and HUD, work that has tradition-
ally been done via phone and e-mail can 
now be done interactively within eLynx’s 
eHUD product which is part of the elec-
tronic closing network (eCN) that lend-
ers and closing agents are already using 
to close loans today. A built-in audit trail 
and an innovative handshake mechanism 
make it easy to see how a negotiation is 
progressing, providing an at-a-glance 
transparency into the fees and status of 
HUD-1 preparation. 

The lender and the settlement agent 
can collaborate in the eHUD work space 
to compare the lender’s charges with the 
settlement agent’s charges, side by side, 
and automatically point out and resolve 
any discrepancies, prior to closing, avoid-
ing costs or delays. 

To enhance the accuracy and the qual-
ity loan data delivered to the govern-
ment-sponsored entities (GSEs), Fannie 
Mae and Freddie Mac, at the direction 
of the Federal Housing Finance Agency 
(FHFA), have developed the Uniform Ap-
praisal Dataset (UAD) and the loan deliv-
ery data standards, Uniform Loan Deliv-
ery Dataset (ULDD), that will be required 
for all mortgages sold to either GSE.  

The UAD and ULDD are components 
of the Uniform Mortgage Data Program 
(UMDP), which provide common re-
quirements for appraisal and loan deliv-
ery data.  We can meet the requirements 
of this new program with the Expedite 
platform and will accept loan data from 
lenders and produce compliant XML 
files which can be electronically send to 
the GSEs during loan delivery.

As part of our standards based ap-
proach SMART Docs have practical 
application today. Because of this, our 

Expedite platform supports Category 3 
SMART Docs with electronic signatures, 
a requirement for Fannie Mae loan modi-
fications under the HAMP program. By 
using an electronic channel to sign and 
distribute documents there is a significant 
reduction in the time required to process 
HAMP applications, causing data to hit 
the decision cycle much more quickly. 

The ability to detect and stop fraud 
depends on the quality of the data, and 
the timeliness of its availability. In addi-
tion, there’s a lot of concern about fraud 
at the closing table. Who really is the set-
tlement agent closing the loan. Are they a 
valid player in the process? Lenders who 
fully participate in the eLynx’s network 
have access to eLynx’s Settlement Agent 
tools, analysis and data and can safely 
assure and validate closing agents on a 

regular basis to ensure that a bad actor 
cannot access a loan and the associated 
closing funds inappropriately. 

The future of the mortgage industry 
is paved with opportunities to improve 
loan quality and reduce cost though adop-
tion of electronic solutions and that effec-
tively manage integrated data throughout. 
But, lenders need partners who can work 
with them to apply creative thinking to 
the technologies and the way they will be 
implemented, to successfully deploy and 
adopt at lowest cost. Doing so together, 
means lenders can chart a path that re-
sults in the highest available ROI for 
their businesses. Proactive vendors have 
already paved that path and those lenders 
that dare to travel down that path won’t 
just be survivors, they’ll be big winners. 
And let’s face it, we all want to win. ❖
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As President and CEO, Sharon Matthews oversees the overall operations of 
the company and is responsible for the growth of eLynx’s market leadership 
position providing data-driven document distribution, collaboration, and 
connectivity services for the financial services, mortgage banking, and 
real estate industries. Matthews came to eLynx with more than 25 years 
of senior executive experience running profitable large technology and 
software companies.
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