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Let’s Change The Conversation

There’s a lot of negativity out there. If you look at the story of the year, 
the Presidential Election, you have one candidate that became his party’s 
nominee by insulting his opponents’ looks, mannerisms, etc. That’s all 

fine and good, but instead of name calling, we should be lifting people up. It’s 
not enough to insult or even to diagnose a problem if you are not willing to put 
forth a solution. So, in this issue we at PROGRESS in Lending have decided to 
change the conversation. We are not going to focus on the negative, we are going 
to focus on providing solutions.

For example, there’s a lot of talk about the burden of new regulations. We talk 
a lot about how those rules are impacting originators, but they are impacting 
mortgage servicers just as much. So, what should servicers do? Complain about 
their lot in life? No sir. In this issue, Nickie Badalamenti-Kalas, the President of 
Five Brothers, courageously points out, “As a servicer and asset manager, you 
should be focused on maximizing your assets, rather than constantly worrying 
about these ever-changing compliance requirements. You can’t afford to go it 
alone, that’s why selecting the right asset management provider is critical to 
your long-term sustainability.” I encourage you to read what else she said on 
this topic.

Also, we don’t think about marketing as a point of contention. However, regu-
lators want to regulate marketing, as well. So, should lenders stop marketing 
their businesses? Of course not. In this issue, Brandon Perry, the President at 
The Turning Point, clearly states, “In today’s market with intense competition, 
mortgage companies cannot afford to stop marketing to prospective borrowers.  
The key is having the right tools and partner to deliver compliance and control 
in their mortgage marketing efforts.” To that comment I say: Bravo!

All throughout this issue you’ll read stories whereby industry visionaries 
don’t just sulk and moan about tough situations, they roll up their sleeves and 
look for solutions. If everyone in the industry followed their lead I think the 
industry would be much better off. v
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Your Voice

There was a time in the not so distant past 
when the technology in the mortgage 
industry consisted of a word processor, 

a fax machine and a perhaps a Blackberry for 
those individuals important enough to warrant 
owning one. There were even some people 
who did not want to give up their “trusted” 
Blackberry once smartphones became more 
prevalent. In fact, prior to the unprecedented 
technological growth during the last 10 years, 
technology was just not keeping pace with the 
needs of the mortgage industry. 

The change we experienced was slow and 
gradual, and the systems that were available 
were not mature nor were they sophisticated. As 
new technology was introduced during the last 
decade, such as process and workflow automa-
tion, the industry was ready to embrace it, which 
helped spur faster growth and the much needed 
added efficiencies. And when the industry par-
ticipants realized the benefits of technology, the 
demands increased. New technology providers 
continually emerged, mindful though that com-
pliance and the ever-changing regulations were 
top of mind for everyone involved. 

Although the technology has been available, 
Fannie Mae and Freddie Mac only recently 
modified their loan origination applications to 
reflect the digital age. And even this modifica-
tion is a little short of an intelligent document in 
the Mortgage Industry Standards Maintenance 
Organization’s (MISMO) format. 

Industry studies have shown that the cost of 
originating a loan during the first quarter of 2015 
was $6,253 per loan, up from $5,171 per loan 
during the fourth quarter of 2014. Similarly, a 
report by Accenture in February 2012 found that 
the cost of servicing in 2011 was $55 per loan 
per year, and in 2012 the cost had risen to $208 
per loan per year or more. The report also noted 
that it now cost four times the standard amount 
to service a delinquent loan compared to four 
years ago. These results raise several questions 

after 20 years of technology use in the mortgage 
industry. 

>> Why is the cost of doing business on a 
steady rise? 

>> Does this mean that technology has not 
been completely adopted by the industry?

>> Is technology not capable of reducing 
costs in the mortgage industry? 

In order to get to the bottom of this, we need 
to look at this from all three points of view. Let’s 
first consider what the industry would look like 
without the use of technology. The loan origina-
tion process would be much longer and require 
significantly more time. To obtain a loan from a 
bank could take weeks or even possibly months 

without automation. This in turn would signifi-
cantly decrease the productivity while increas-
ing the cost of origination. 

Loan servicing would also experience similar 
scenarios involving much more manual process-
ing. Again – lower productivity – higher costs. 
Delinquent loans are another area that would 
suffer as tracking those loans would be more 
difficult and the chances of assisting the bor-
rowers via early intervention programs would 
be very hard if not impossible. 

Although less talked about, loan transfers 
among servicers would face similar challenges 
and inevitably be almost impossible to ensure 
a smooth transaction.  By having just a small 
glimpse into the industry you can determine 

Has Technology Truly Helped?
Until the industry fully embraces all the many facets that 
technology offers in every area, the costs of using it will continue 
to lose money.

By Pramod Karachur

There was a time in the  
not so distant past 
when the technology in 
the mortgage industry 
consisted of a word 
processor, a fax machine 
and a perhaps a Blackberry.
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without a doubt that technology is definitely capable 
of reducing costs. So then why haven’t the costs gone 
down? Maybe the answer to this question lies in not 
at looking at technology adoption as a whole but to 
take a look at the industry from a completely different 
perspective. The additional demands that have forced 
lenders and servicers to update their technology could 
be the reason costs are not being reduced. Those de-
mands include the costs of attracting millennials to the 
home buying market as well as the cost to be com-
pliant with the ever-changing mortgage regulations.  
Two things easier said than done.

In today’s market, Generation Xers and millenni-
als ready to purchase a proper-
ty and join the ranks of home 
owners are a rapidly growing 
population. According to data 
from the National Association 
of Realtors (NAR) in late 
2015, the aforementioned 
groups comprised 68 percent 
of the first-time homebuyer 
market. This market is, how-
ever, underserved as they cur-
rently only have a 34 percent  
homeownership rate. And as 
time goes on this number will 
only continue to increase be-
cause more of that generation 
will become eligible.

These generations are ac-
customed to technology that 
revolves around them. They 
expect to have the same seam-
less user experience as shop-
ping on Amazon; quick and 
easy with no hassles and no 
need for actual conversation. 
Many of this demographic do most, if not all, of their 
activities, whether it is business-related or pleasure, 
online without ever interacting with a “live” person. 
That is just the way they are used to doing business, 
and it is a fact we must accept.  Any company that 
wants to conduct business with and attract these 
groups has adapted their technology very effectively. 

In the mortgage industry, obtaining a loan via the 
internet without ever interacting with a loan officer 
is absolutely possible. Think about QuickenLoans.
com or LendingTree.com. Sadly, there are still many 
banks that do not have these capabilities. Mortgage 
companies today are building new portals with 

specific requirements to meet the needs of this gen-
eration. These portals are not inexpensive and can 
run into millions of dollars to develop. Big banks that 
have the capital to spare would be able to build them 
from scratch, but the other smaller institutions will 
use an outside vendor’s applications. Whichever the 
case may be, the banks will have to pass the cost of 
such investments on to their customers or just absorb 
it in order to remain in the minds of these generations. 

Industry regulations exponentially grew after the 
financial crisis of 2008. Prior to that regulations 
were not really a major cost factor in the industry. 
Technology costs since then have continued to es-

calate on originations and ser-
vicing to support all of these 
changes in regulation. 

According to Continuity’s 
Banking Compliance Index, 
the compliance cost per bank 
for the last two years is more 
than quarter of a million dollars. 
Lenders and servicers alike have 
to pass some of this cost on to 
customers. The interesting or 
ironic twist here is that lenders 
and servicers have unfortunately 
not totally adopted technol-
ogy as it relates to compliance. 
Large banks have been able to 
build compliance systems that 
can help them avoid penalties 
and fines. However, small- and 
medium-sized banks have yet 
to adopt technology by in large 
with many of them continuing 
to use spreadsheets and more 
manual systems to manage com-
pliance. Fines such as the $10.1 

million Prospect Mortgage paid in November 2015 
could be avoided with the use of robust technology. 

The mortgage industry has adopted enough tech-
nology to enjoy some efficiencies in several areas. 
Until the industry fully embraces all the many facets 
that technology offers in every area, the costs of us-
ing it will continue to lose money. On a brighter note, 
I think it is just matter of time before the industry em-
braces a complete solution to cater to the Generation 
Xers and millennials; one that will help all compa-
nies in their compliance efforts. That is when the 
mortgage industry will be able to maximize profits 
and benefit fully from the use of technology. v

Pramod Karachur is in charge of compliance at IndiSoft. He is project manager at IndiSoft, a technology 
company that specializes in systems for the financial industry. In his six years at IndiSoft, Karachur has 
implemented various grant programs, worked with multiple servicers such as Wells Fargo and Bank of 
America and thousands of non-profit and for-profit counseling agencies. He can be reached at pramod.
karachur@indisoft.us.
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Recovery Tips

It wasn’t that long ago when consumers were in 
the market for a new car, exciting options such 
as high quality audio systems, alloy wheel 

rims, sunroofs, leather seats were not standard fea-
tures. Consumers were forced to purchase these 
special options aftermarket from a third party.

Consumers purchasing a new car today expect 
their vehicles to include digital entertainment 
systems that include everything from your basic 
AM/FM plus Sirius XM satellite radio service 
with Bluetooth/Wi-Fi integration with their smart-
phones, GPS, cruise control, leather seats, alloy 
wheels, moon roof, etc. What we find more inter-
esting is the car manufacturers don’t produce most 
of these exciting options, but rather integrate these 
components so they are “built-in” to their total 
vehicle “package.” The key is they provide tight 
integration and support.

To a certain extent, the loan origination soft-
ware space has evolved in the same way. Looking 
back the past ten to 15 years, if a lender was using 
a LOS platform that only supported mortgages, 
lenders would acquire a second lending platform 
for HELOC’s, Consumer Loans or Commercial 
Loans. Often Lenders would subscribe to a sepa-
rate Point-of-Sale platform for their loan officers 
or branches. HMDA reporting tools would be li-
censed to generate the .dat file or a Doc Prep solu-
tion was licensed to print documents like closing 
documents or disclosures. 

Lenders are looking for their LOS to handle 
more functionality than your “Father’s” LOS. 
Today, we recognize that electronic signatures, 
MISMO standards and other exciting functional-
ity is high on lenders’ wish lists. But sometimes 
we need to go back to the basics.

Lenders, like consumers purchasing new cars, 
are looking for basic innovative technology that 
is included in the “package,” which will help 
streamline their operations, keep them compliant 
and ease the vendor management process by do-
ing business with ONE vendor.

Vendors are constantly developing new func-
tionality and/or successfully integrating their 
lending platforms to deliver “expected” function-
ality. Those vendors that deliver a fully integrated, 
data-driven loan origination system (LOS) will be 
the winners in the LOS space.

So you might ask, what is “expected” function-
ality that Lenders expect in the “basic” package? 
Read on to learn what Lenders are expecting …

The LOS Platform Should Supports ALL 
Loan Types

Due to the forthcoming regulatory changes, the 
advantages of a multi-functional LOS platform 

that supports more than one loan type greatly out-
weighs the idea of having multiple LOS system. 
This makes it easier to extract loan level data for 
reporting purposes ESPECIALLY with the new 
HMDA reporting requirements expected in just 
over 12 months. This approach will ultimately 
gain efficiencies and offer a better experience for 
Lenders.

Those Lenders that implement a LOS that can 
originate, process, underwrite, close and fund 
Mortgages, Equity Loans, HELOC, Construction 
Loans and Consumer loans are provided a com-
petitive advantage, convenience and cost savings 
since they only have to manage a single system 
for all loan products. 

Built-in Doc Prep and Reporting
The fact of the matter is … LOS platforms 

are supposed to generate documents. Whether 
those documents are hard copy or gener-
ated electronically, Lenders still has to generate 

What To Look For In An LOS
Lenders are looking for their Loan Origination System to 
handle more functionality than your “Father’s” LOS.

By  Marc Riccio

Lenders, like consumers 
purchasing new cars, are 
looking for basic innovative 
technology that is included 
in the “package.”
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critical lending documents. Lenders can expect cost 
savings are increased productivity when the LOS 
can generate all loan documents (including Loan 
Estimate and Closing Disclosures) directly from the 
LOS platform versus using a Third party “doc prep” 
service. Advantages include:

>> Security - Lender does not expose Borrower data 
outside their lending platform just to print documents.

>> Quicker document generation – documents 
are printed “on-demand” and no import or export pro-
cess is required. Plus, it’s another link in the chain that 
can break if the Doc Prep provider is down.

>> Reporting - The reporting system should be in-
ternal with the LOS and users should be able to select 
any field in the database. Automated report scheduling 
should be supported and reports should be able to run 
dynamically. Besides generating hard copy reports, the 
reporting system should allow users to save reports in 
various formats including .pdf, .csv, excel, SQL, HTML 
and other popular formats. A data dictionary must be 
provided for quality report development and creating re-
ports with graphical representation should be supported.

Since many legacy systems supported Crystal 
Reports templates, the ideal reporting system should 
be able to convert existing Crystal Report templates to 
your internal report writer environment.

>> Configuration control –  flexibility of mapping 
fields.

Integrated Compliance Automation
This feature allows Lenders to validate or test com-

pliance within your LOS platform such as QM/ATR, 
HOEPA, HPML (High Price Mortgage Loan), HMDA, 
Net Tangible Benefits. The LOS should also test for 
RESPA violations automatically and provide Forms 
compliance support without having to transfer data to a 
third-party compliance system. This results in…

>> Testing the compliance in your LOS, Lenders 
find there is a direct correlation in the reduction of 
regulatory errors.

>> Consistent Pass/Fail criteria will isolate specific 
violations that need to be addressed. 

>> Live, real time results can be used for validating 
compliance.

>> Improved data transparency, which results in a 
smoother regulatory exam process.  In other words, 
borrower data utilized during the regulatory testing 
process can easily be identified.

Smart Logic Equals Lender Definable Workflow
If you get 10 lenders in a room, I guarantee you will 

find 10 different ways to originate, process, underwrite 
and/or close loans. When the LOS allows lenders to 

dictate the “flow” (or logic) of data entry screens, re-
quired fields and which forms are generated by loan 
type/plan, lenders obtain a powerful LOS tool that will 
increase productivity and eliminate end-user errors.  

The LOS should support smart logic design and a 
lender definable workflow.  his capability allows lend-
ers to identify specific loan requirements and charac-
teristics to ensure all required data elements and proper 
documentation (i.e. disclosures) are provided to the 
borrower. This capability will increase productivity 
and definitely reduce errors.

Processing or underwriting screens should be 
grouped together using smart logic or “staging.” 
Required fields should be dictated by regulatory 
requirements and/or the lender. If required fields are 
missing, a visual indicator should be turned imme-
diately on so end-users are alerted immediately that 
required information is missing.

Other examples of Smart Logic include:
When originating a 5-1 ARM, the LOS identifies 

the product and only prints the 5-1 ARM disclosure 
that is specific for that product.

Another area impacted by this logic is the genera-
tion of Closing Documents. Similar to the 5-1 ARM 
example, the system can identify key characteristics 
and state system requirements so that ALL documents 
are accurately provided.

Integration and New Account Opening 
You would think the days of manually re-keying data 
to order basic services like credit, title, flood, apprais-
als, insurance, DU or LP are over. NOT. Many lenders 
still have manual processes when it comes to ordering 
3rd party services.

Today, LOS platforms can deliver two-way, real 
time integration with service providers at time of ap-
plication. Look for those vendors that follow MISMO 
standards.

This also leads to New Account Opening. The LOS 
should capture enough applicant information to open 
a new deposit account or at least cross sell other prod-
ucts. It is important to support OFAC at time of appli-
cation. Two-way integration with the bank’s or credit 
union’s core system is very popular and supported by 
LOS vendors. Two-way integration means populating 
the loan application with CIF data at time of taking 
a loan application and uploading (also referred to as 
boarding a loan) closing and accounting information 
to the core system once the loan has closed.

There you have it, the five basic “features” that 
should be included in your LOS “package”. So get 
those keys out and start driving those loans home! v

Marc Riccio, President of Specialized Data Systems, Inc., has over thirty years of experience providing 
software solutions to the financial industry. Marc is known for his forward thinking and vision of introducing 
new and innovative technologies including “rules-based” Loan Origination software, COLD/Document 
Image Systems, Internet Security Services on Demand, Cloud Computing and now Operational Risk 
Management software. Prior to founding Specialized Data Systems in 1989, Marc worked for several 
technology companies as a Systems Analyst, Account Manager and Sales Manager.
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A recent LERETA study analyzed property tax bills 
across 33 states from January 2015 through April 2016 
to determine which states and regions of the country 

had the highest property taxes. In total, LERETA reviewed 89 
million parcel. In order to ensure a sufficient statistical review 
of the data, the existence of a minimum of 500,000 parcel re-
cords by state were required for that state to be included in the 
study. For analysis purposes, tax collection data were aggre-
gated to the county level so that areas where tax collection is 
made at multiple levels could be accurately compared.

LERETA studied 8.5 million parcels in the Northeast, 12 
million in the Midwest, 42 million in the South and 26 million 
in the West. As depicted by the graphs, the data revealed that 
the Northeast region of the country has the highest property 
tax bill average at $4,991. The Western region had the sec-
ond highest property tax average at $3,673 followed by the 
Midwest at $2,864 and the South at $2,267. The average tax 
bill across these regions was $3,026, and the total tax digest 
was close to $269 billion.

The second graph shows a more detailed breakdown of 
the data by region, including the total number of parcels re-
viewed and the total number of exempt parcels. Also provided 
is a quartile grouping where tax data is segmented into four 
buckets to reflect the overall distribution of taxes. This is 
useful when analyzing the average bill amount to a specific 

distribution range. It also reflects how clustering in a specific 
quartile will affect that quartile’s position in the region.  The 
table suggests that the average tax amount falls into a higher 
quartile based on the number of commercial and affluent resi-
dential properties “pulling” the average, and that the average 
is found in a lower quartile where the opposite is true.  

New York, largely due to commercial properties in the 
Manhattan area, and Connecticut had the highest billing av-
erages at $11,482 and $6,794 respectively. California ranked 
third with an average of $5,156 and Minnesota was fourth 
highest at $4,022. According to the data, Alabama had the 
lowest average at $619 followed by Arkansas at $791 and 
Mississippi at $936.

LERETA’s dataset will become more comprehensive as 
information is posted to its proprietary property tax database 
through the fourth quarter of 2016. This data is available at the 
state and jurisdiction levels as well.

This information helps lenders accurately confirm average 
tax billing facts and be aware of how these averages compare 
and correlate with their individual portfolios. Summarized 
billing information is useful for measuring against a lender’s 
established footprint, and if needed as a means to collect data 
in its most efficient form as a service. The more data lenders 
are armed with, the more proficient they can be in serving 
borrowers. v

MArket Pulse

using Data To Confirm Facts





Process Improvement

Many in the industry have rebuked the work 
done by the Consumer Financial protec-
tion Bureau, but their work is certainly 

needed. The best case of the CFPB’s successes and 
failures can be seen in their handling of TRID. The 
initial rule lacked the specificity needed for it to 
be adhered to. As a result, the CFPB extended the 
deadline from what was August to October. That 
decision was met with a lot of adulation by the 
mortgage industry.

At the time, MBA President and CEO David 
H. Stevens on news that the CFPB would delay 
enforcement of the new TILA-RESPA Integrated 
Disclosure (TRID) regulation, said, “MBA wel-
comes the news that the CFPB will recognize the 
good faith efforts of lenders to comply with TRID 
by delaying enforcement for a period after the new 
rules go into effect on August 1st. After speaking 
with Director Cordray, I believe the Bureau has 
listened to the input of MBA as well as other stake-
holders about how best to enforce TRID. With so 
many difficulties around integrating systems, the 
industry needs flexibility to ensure consumers do 
not incur costs or lose home sales due to unfore-
seen problems. This enforcement grace period is 
a win/win for the industry and consumers alike.”

So, that’s it, the CFPB gets it right, right? Not 
so much. The new rule was still too ambiguous 
for the industry to fully embrace. This develop-
ment prompted the CFPB to roll out what many 
are calling TRID 2.0. In discussing this move, 
Rob Nichols, President and CEO of the American 
Bankers Association, welcomed this new version 
of TRID. Nichols said, “We appreciate Director 
Cordray’s responsiveness to our concerns about the 
CFPB’s Know Before You Owe rule. The agency’s 
interim steps and guidance efforts are welcome, and 
we agree that several issues will be best resolved in 
the rule-making process that is being initiated. We 
are particularly pleased that the notice of proposed 
rulemaking is on a fast track, which will accelerate 
and strengthen strong compliance regimes. Many 
of the elements the industry identified for clarifi-
cation or amendment were developed in ABA’s 

compliance working group meetings, and we look 
forward to the opportunity to continue sharing 
banker feedback with the CFPB.”

Similarly, Pete Mills, Senior Vice President of 
Residential Policy and Member Services at the 
MBA, added, “MBA is very pleased with CFPB’s 
letter [to adjust TRID] and believes the approach 
laid out should provide a swift path to issuing a 
final rule that will give lenders, the secondary mar-
ket and consumers the clarity and consistency of 
disclosures the market needs. In the meantime we 
appreciate that the Bureau’s “diagnostic period” 

for the Know Before You Owe rule will continue 
to accommodate good faith compliance efforts. 
Finally, we look forward to continuing to work 
with the Bureau on this and other issues in hopes 
of protecting consumers and strengthening the real 
estate finance industry.”

So, it seems like the CFPB gets kudos for first 
delaying the deadline and then making changes 
to the rule, right? Not really. Michael Cremata, 
Corporate Counsel at ClosingCorp, points out, 
“With regard to TRID 2.0, my sense is that most 
commentators and industry trade groups are a bit 
underwhelmed by the CFPB’s proposed amend-
ments. This is not, frankly, too surprising to me 
because I think a lot of people in the industry had 
unrealistic expectations about what these amend-
ments were going to do. 

“Cordray made clear in his letter announcing 
the proposed amendments, back in April, that they 
would be aimed at merely “incorporating informal 
guidance” and “clarifying” certain parts of the text 
of Regulation Z. Nonetheless, there were a lot of 
people in the industry who seemed to be expect-
ing the CFPB to make substantive changes with 

Grading The CFPB
The Consumer Financial Protection Bureau has been around for 
some time now. So, how are they doing?

By Tony Garritano

With regard to TRID 2.0, 
my sense is that most 
commentators and industry 
trade groups are  
a bit underwhelmed.





these amendments, and even to reverse some of their 
previously-stated positions. 

“A good example of this is the controversy sur-
rounding TRID’s treatment of simultaneous issue title 
insurance premiums,” continued Cremata. “TRID, of 
course, requires that full (undiscounted) title premiums 
be disclosed on the Loan Estimate, and folks in the title 
industry have been fighting the CFPB on this ever since 
the proposed rule was first intro-
duced in 2012. Repeatedly and con-
sistently, the CFPB has stated that, 
despite all the concerns raised by 
providers and trade groups—that 
it’s not accurate for the majority of 
transactions; that it conflicts with 
state law; that it harms consumers 
by decreasing their likelihood of 
purchasing owner’s title—they be-
lieve that disclosure of the full title 
premiums on the Loan Estimate 
is in the best interest of the con-
sumer. The CFPB has really never 
wavered from this position, yet, 
there were still a lot of people in 
the industry who were optimistic 
these amendments would modify 
TRID’s treatment of simultaneous 
issue rates. I think that optimism 
was, unfortunately, misguided.”

Does that mean that the CFPB 
gets a failing grade for TRID 2.0? 
No necessarily, adds Cremata. “I 
think the CFPB deserves a lot of 
praise for the breadth of changes 
covered in what the amendments 
describe as the “more minor 
changes and technical correc-
tions.” These changes might not 
be headline-grabbers, but for those of us who are 
in the trenches day in and day out, trying to design 
products and processes for preparing closing docu-
ments, calculating fees, curing tolerance violations, 
etc., they are tremendously helpful. I commend the 
CFPB for answering calls to memorialize much of 
the informal guidance they have provided in the past, 
and the comprehensiveness with which the amend-
ments accomplish this is truly impressive.  

“I would encourage anyone involved in the mort-
gage origination progress to carefully review these por-
tions of the amendments, because they do a good job of 
highlighting what are some of the most difficult issues 

lenders need to solve with regard to TRID. I think they 
also highlight just how complex—and daunting, re-
ally—TRID compliance is for lenders, and therefore 
how important it is to implement good processes and 
technologies to help solve these challenges.” 

Prominent executives like NAMB President Rocke 
Andrews, CMC, CRMS voiced his support of TRID 
2.0. Andrews said, “NAMB is pleased that Director 

Cordray and the CFPB have taken 
steps towards making adjustments 
in the regulatory text of the Know 
Before You Owe rule and look 
forward to participating in any 
upcoming meetings to further dis-
cuss the rule,” said Andrews.”

So, it’s safe to say, that how 
the CFPB handled TRID is up 
for debate. So, what’s next for 
the CFPB? Next CFPB will set 
its sights on HMDA. I would 
suggest that maybe the best way 
to grade the CFPB is not in its 
rulings, but in the impact that its 
rulings have had on the mort-
gage industry. 

John Levonick, Director, 
Regulatory Compliance at 
Clayton Holdings, put it this 
way: “Through TRID and the 
HMDA regulations, the sub-
text of the CFPB’s approach 
to regulation is three fold: 1) 
educate consumers (TRID); 
2) force technology advance-
ment and adoption in financial 
services (TRID and HMDA); 
and 3) create an environment of 
responsible lending through a 

data driven supervision model (HMDA). The CFPB 
understands that the mortgage lending industry has 
been particularly slow to adopt new technology over 
the years, as compared to other industries, and has 
not had ample incentive to break away from anti-
quated processes and a patchwork of proprietary and 
third party technology. This new line of regulations 
from the CFPB is creating a Darwinsitic paradigm 
by opening the door for new innovation, forcing or-
ganizations to be responsive to change. “

So, if the CFPB is prompting industry innovation, 
I personally think that’s a good thing and they de-
serve some credit. v
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Tony Garritano is chairman and founder at PROGRESS in Lending Association. 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 in the mortgage 
technology space. Starting this association was the next step for someone like Tony, who has dedicated 
his career to providing mortgage executives with the information needed to make informed technology 
decisions. He can be reached via e-mail at tony@progressinlending.com.
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Future Trends

I like the term ‘digital mortgage’ because it re-
ally reflects the concept of data before docu-
ments. And I believe the term ‘e-mortgage’ has 

suffered from many misconceptions and that it is 
better to start fresh.

I am one of Garth Graham’s biggest fans. Over 
the years I have attended many of his presentations 
and read most, if not all, of his published articles. 
I, like others, have been fascinated by his ability to 
portray the issues and solutions facing the indus-
try in terms that we can easily understand. He is 
always spot on!

An excerpt from his article, ‘The State of 
the Digital Mortgage’, in the July 2016 issue of 
STRATMOR Insights stated the following:

Roughly 20 years ago today, I was part of a 
team that started mortgage.com based on a vi-
sion that we could build a better process online, 
a process that would be more transparent to the 
customer, lower cost and much more scalable and 
efficient. At the time, our focus was on:

>> Replacing much of the paper and documents 
demanded of borrowers with electronic capture of 
such documents from a variety of sources

>> Moving the loan advisory and selection 
process to a call center where loan officer func-
tions could be delivered in a consistent, controlled 
fashion supported by online decision tools

And 20 years later, this vision may finally be 
in sight.

Graham defines digital mortgage as follows: 
“… the term ‘Digital Mortgage’ has evolved to 
mean much more than just improving or digitizing 
point-of-sale and fulfillment functions. This evolu-
tion is being fueled by overall technology trends, 
including the growth of smart phones, high-speed 
internet and big data, which are creating new ways 
for borrowers and lenders to interact at virtually all 
points of the mortgage loan life cycle. This inter-
action includes functions both upstream of taking 
an application (lead generation) and downstream 
of closing (loan servicing and retention).”

Graham believes there are three main 

features of the Digital Mortgage that lenders 
need to consider.

1.) Consumer Interaction. The Digital Mortgage 
must support consumer interaction on a level that 
was not imagined even ten years ago. This is 
more than a passing nod to our current technology 
trends. It is an acknowledgement that on-demand 
consumer communication, and thus consumer en-
gagement, is now the norm. 

2.) Automated data verification. The Digital 
Mortgage must divorce itself from the concept of 
documents—dated snapshots of data, varying in 
format and layout, in favor of the data itself. As 

Graham points out, the data to process loans “is all 
we ever wanted in the first place.” Take a moment 
to consider all the operational processes that have 
been created to manage the inherent problems 
of paper documents. They all disappear with the 
Digital Mortgage. 

3.) Predicative lead generation. The Digital 
Mortgage, by definition, depends on a big data 
strategy and creates a data pool of millions of U.S. 
mortgages. Rather than archive and warehouse 
that data, lenders can use it to develop sales and 
marketing strategies for specific targets that are 
best prospects for mortgage products and services. 

Graham concludes with the following. “We 
see, therefore, that the Digital Mortgage is about 
harnessing data and technology to generate better 
leads more efficiently, improving the ability of 
Loan Officers to provide borrowers with sound 
advice, eliminating the paper-based gathering of 
processing and underwriting data and replacing 
it with direct electronic feeds from credible data 
sources and interacting with both prospective 
and existing borrowers in virtually any way they 
want at virtually every point in the mortgage loan 

The Dawn of A New Day 
The digital mortgage is not just a new buzzword for 
e-mortgages, but rather a major shift in perception by moving 
the focus from documents to data.

By Roger Gudobba

Documents are not the
starting point, they are
the destination.
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life-cycle. Innovation and leadership are not always 
about doing something totally different. It’s sometimes 
just enough to recognize the inevitable and get out 
in front of it. I believe this view totally applies to the 
Digital Mortgage. Lenders that accept its inevitabil-
ity and become early-implementers will competitively 
thrive. Lenders that don’t will lose their competitiveness 
and decline.”

Night is darkest just before the dawn. Twenty-
five years ago the Mortgage Banking Magazine cover 
story was Technology: More systems, less paper. 
By the way, that was the year the internet 
was made available for commercial 
purposes. Back then the solution for 
paperless was to create the paper 
documents but scan the images. 
Later, we transitioned to the use 
of PDF files. But they were still 
static images of documents, or 
more importantly, the data that 
we need to do business. 

In the early days of MISMO, 
as we were developing the data 
dictionary, we all had a future vi-
sion of the paperless mortgage and 
the term e-mortgages became part 
of our vocabulary. I remember 
when the GSEs first proposed the 
SMART eNote where the docu-
ment and related data were bound 
together with the ability to link and validate the data. It 
was a response to the lost note, where the original could 
not be located. It certainly was a major discussion topic 
and some of us felt it needed to be more thoroughly 
vetted. The concept was thoughtful. The major prob-
lem was that this format was a one-off from the rest of 
the loan documents and required this document to be 
handled differently throughout the process. It still is a 
problem today. But that’s history. Let’s look forward.

I really like Graham’s comments: “Innovation and 
leadership are not always about doing something totally 
different. It’s sometimes just enough to recognize the 
inevitable and get out in front of it. Lenders that accept 
its inevitability and become early-implementers will 
competitively thrive. Lenders that don’t will lose their 
competitiveness and decline.”

So let’s examine this from the lender’s perspec-
tive. The digital mortgage has the potential to really 
change the loan process by having data be the driver. 
It may drastically change the way you do business. You 

need to step back and take a holistic view of your entire 
operation. Is your current technology solution capable 
of this endeavor? Whether in-house or provided by an 
outside vendor, this is not an easy question to answer. 
Will you be an early implementer?

There is probably no bigger challenge for the lender 
than the interaction to the consumer. The problem is 
that it will be different depending on the age of the con-
sumer. The millennials are all mobile while the older 
generations prefer something they can hold and read. 

They will need to connect with their consumer in a 
multitude of ways. 

The days of sending Verifications of 
Deposit and Employment are long 

gone. That process is automated 
with data uploads, eliminating the 
time, expense, and risk associated 
with re-keying data. Appraisals 
are also automated. By eliminat-
ing paper, we significantly reduce 
processing errors.

But probably the biggest un-
known for the digital mortgage is 
the potential for data analytics to 
really change the industry. Imagine 
what that could entail.

What if you could go back and 
analyze the loan after foreclosure? 
What if you could determine if 
there was something you missed 

or didn’t evaluate properly? You could correct that and 
make changes to your current process. Sometime loans 
fail for unforeseen circumstances, like loss of employ-
ment or medical issues, but those are beyond your 
control. One of the problems some lenders faced during 
the re-fi boom was the inability of the servicing side to 
connect to the production side and take advantage of the 
consumer data. The digital mortgage could make such 
a bridge possible.

The mortgage industry has always been slow to adapt 
new technology to its processes and more than that, to 
evolve its processes to take advantage of technology 
innovations. There are a number of factors to blame, 
including costs, real and perceived, and the potential 
process disruptions, real and perceived. Maybe the 
highest hurdle to overcome is the perception that while 
current processes aren’t great, they are good enough for 
now and will continue to be good enough until painful, 
wide-scale change is forced on the industry as a whole. 
Will you be an early implementer? v

Roger Gudobba is passionate about the importance of quality data and its role in improving the mortgage process. 
He is vice president, mortgage markets at Compliance Systems and chief executive officer at PROGRESS in 
Lending Association. Roger has over 30 years of mortgage experience and an active participant in the Mortgage 
Industry Standards Maintenance Organization (MISMO) for 17 years. He was a Mortgage Banking Technology All-
Star in 2005. He was the recipient of Mortgage Technology Magazine’s Steve Fraser Visionary Award in 2004 and 
the Lasting Impact Award in 2008. Roger can be reached at rgudobba@compliancesystems.com.
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You’re probably thinking: No lender is go-
ing to give me their business based on 
my website. You’re probably right, but 

every lender that is considering giving you their 
business is going to check out your website and 
if it’s outdated you will not get that deal. Lenders 
are relying more and more on their vendors as 
the regulatory burden grows, so if you can’t even 
maintain an up-to-date website, why should a 
lender trust that you have want it takes to keep 
them both competitive and compliant?

In the article “7 Glaring Signs You’re Due For 
A Website Redesign” by Jon Feagain, he says 
that your website can say a lot about your busi-
ness. For your users, it’s not merely a place of 
information and engagement, but also a reflec-
tion of your values and philosophy. If you think 
revamping your site is only necessary to make 
it “pretty,” you’re definitely mistaken. Business 
websites can gain a lot more from a well de-
signed website with a good user experience. 
With the right strategy, your business website 
can capture audiences on every level of the mar-
keting funnel.

Now, redesigning your company website is 
a huge but necessary undertaking. How do you 
know when you should embark on revamping 
your site? Here are seven glaring signs you’re 
definitely due for a redesign.

1. Your Website Has An Outdated Look
Website design trends and innovations change 

ever so often. From narrow panels to wider ones, 
2D to 3D to flat, and so on and so forth. It’s basi-
cally like the fashion industry — your site could 
have been wearing the trendiest outfit 5 years 
ago but looks out of place and dated now.

While it’s important for businesses of all kinds 
to keep up with the times in terms of product 

innovation, brand perception is just as (if not 
more) important. It only takes a few seconds 
for new prospects looking around for the type 
of service you offer to consider whether or not 
you’re a formidable and quality brand worthy of 
their business.

Seth Godin puts it best, brand perception is 
ultimately owned by your clients. Regardless of 
your message, product, or service, your brand is 
whatever your clients think, say and feel about 
you. Least to say, if you have an outdated shabby 
looking website representing your brand, your 
clients may perceive you to be the complete op-
posite of innovative and definitely not the lead-
ing business in your industry.

2. You Have Recently Revamped Your 
Brand

If you’ve recently refreshed the look or mes-
saging of your brand, you should definitely take 
a look at revamping your website. The most im-
portant aspect of branding is cohesiveness. The 
message of your brand packs a punch when all 
of your brand assets (especially your website in 
this day and age) conveys a uniform look and 
feel and reflects your value proposition. This en-
ables you to attract your target audience to a tee.

3. Your SERP Rankings Are On the Down 
Trend

If you find that your search engine ranking is 
dropping, it’s time to redesign your site. Search 
engine algorithms change constantly not only to 
provide better results for searchers in terms of 
content but also for better user experience.

In fact, according to Search Engine Journal, 
93% of online experiences begin with a search 
engine. If your ranking poorly on search engine 
results, you’re definitely missing out BIG TIME 

Business Strategies
Yes, You Need A New Website
Having an outdated website will cost you a lot of business in 
mortgage lending today. Here’s why:

By Michael Hammond

If you think revamping your site is only necessary to make it 
“pretty,” you’re definitely mistaken.



on potential clients.
When your search rankings drop, it’s time to 

reassess the content structure and usability of your 
site. Can searchers easily get to what they need? Is 
the information clear and is it visually organized 
with user experience in mind?

4. Your Website Sucks On Mobile
One of the biggest factors in search engine re-

sults these days is mobile responsiveness. With the 
ubiquity of mobile data devices everywhere around 
the globe, your site has to 
be able to cater to users on 
the go with no snags. If your 
site isn’t mobile responsive 
yet, then you’re definitely 
overdue for a redesign.

Redesign your website 
to accommodate users us-
ing smaller mobile devices. 
Are your CTAs clickable 
and easily seen on a phone 
or a tablet? Is the text on 
your site well-segmented, 
concise, and readable? Are 
image banners sized right 
so that they are intuitive to 
space and don’t require a 
lot of real estate? There are 
plenty of other consider-
ations to make to ensure you 
site can be just as effective 
on mobile devices as it is 
on desktop. If you ignore 
mobile responsiveness, you 
might as well hand your clients over directly to 
your competitors.

5. Your Analytics Are Dipping
How are your visits and conversions looking? If 

you think redesigning a B2B website is all about 
the looks, you are heavily mistaken. Redesigning 
a poorly performing website is good practice. Half 
the time it’s about user experience, the other half 
SEO structure. Maybe your landing page could be 
more effective, or your home page does not convey 
your value proposition at a glance, maybe your 
navigation is unorganized, or maybe your site is 
just too shabby to look trustworthy. Whatever the 
reason may be, when your visits dip, take a look at 
what’s going on in the pages of your site. Apps like 

HotJar will help you determine where visitors tend 
to drop off on your site to determine how and what 
needs revamping. Once you have a wireframe and 
design, it’s best to A/B test to find out which de-
sign, framework, and wording variations are most 
effective for your site.

6. Your Website Is Still Using Flash
Ah yes, this one is pretty straightforward. If your 

site is using flash, stop reading this and redesign 
your website NOW. Flash is practically unreadable 

for search engines and has 
been declining in usefulness 
for some time. As if that’s 
not bad enough, here’s the 
kicker — Google Chrome 
has completely blocked 
flash entirely because it’s 
problematic and considered 
an outdated technology.

7. Your Website Loads 
Slooooooooooowly

How’s your page speed 
on mobile and desktop? 
You can go to Google’s 
Page Speed Insights Tool 
to check how long it takes 
for your site to load and 
if your score is generally 
good or bad… Or really, re-
ally bad. Page speed is one 
of the factors that affect 
SERP algorithm. If your 
site loads like a turtle and 

even the most patient driving users away, you’re 
going to tank on search results. Redesign your site 
to improve its speed. Maybe you should replace 
your existing media assets with compressed ones, 
for maybe certain scripts should be reformatted. A 
thoughtful redesign can fix this problem easily.

Well, now for the obvious. If you want to be the 
best, you simply HAVE to be the best. Human be-
ings are impressionable by nature. If your competi-
tor has a sleeker, more intuitive, better put together 
site than you, you’re not going to get that business. 
Even your most loyal clients can change their mind 
about you if someone else simply looks better. So, 
stop procrastinating and up your game by redesign-
ing your site to set a whole new standard for your 
industry. v

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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message, product,  
or service, your  
brand is whatever  
your clients think, say 
and feel about you.



S ome lenders and appraisal management companies (AMCs) are 
thinking about appraisal quality control from a self-defeating 
perspective. They believe that the appraisal quality control process 
starts after the appraiser delivers the report. If that’s when your 

appraisal quality control operation begins, you’re simply too late. 

I contend the most impactful parts of the appraisal quality control (QC) 
process occur before you’ve even engaged the appraiser.

By Eric Thompson

Appraisal Quality:  
Take Control 
From The Start



Some lenders and appraisal 
management companies (AMCs) are 
thinking about appraisal quality  
control from a self-defeating  
perspective.

I contend the most impactful parts of 
the appraisal quality control (QC) pro-
cess occur before you’ve even engaged 
the appraiser. The system you have in 
place to manage and grow your vendor 
relationships is very important. Ironical-
ly, the keys to a successful QC operation 
have nothing to do with the specific ap-
praiser’s work. It’s your internal process 
that matters most. 

Don’t be penny wise and pound 
foolish: Pay your appraisers well

When it comes to appraisals, as with 
most anything else in life, you get what 
you pay for. Not only is it required by law 
to pay your appraisers a “customary and 
reasonable” fee, the fees you pay help 
ensure the quality of your end result. 

Often, when I talk with lenders or 
AMCs that are having difficulties with 

other clients. The savings you realize 
from paying the lower appraisal fees 
just aren’t worth the costs. 

Scrimping on appraisal fees is not a 
wise thing to do. The regulatory require-
ments are real and there have already 
been hefty fines and badly damaged 
reputations from violations of the “cus-
tomary and reasonable” appraisal fee 
laws in Dodd-Frank, so the risk isn’t 
worth the savings. The highest quality 
appraisal is in your best interest, your 
borrower’s best interest, and it can dra-
matically reduce your portfolio risk and 
your buyback rates.

Treat your appraisers like gold
Appraiser relationships are invaluable, 

and many lenders and AMCs are hiring 
entire teams of full time employees to 
make sure their vendor relationships are 

appraisals coming in the door. If you wait 
until the market is hot and the appraisal 
turn times are long to start building your 
relationships, those great appraisers are 
already busy and don’t have time to deal 
with you at the moment. You’ll lose out 
on every spike cycle because you’re be-
hind the eight ball.

3.) Appraisers talk. Anyone who 
has spent any time in online forums or 
realty offices knows that appraisers fre-
quently communicate with each other 
and the rest of the industry. Sometimes 
their public complaints are absolutely 
justified or unavoidable, but often the 
incidents they complain about are easy 
to avoid. If you mistreat an appraiser 
intentionally or unintentionally, they 
can easily influence their colleagues 
with complaints. If the market’s busy 

appraisal QC, finding appraisers, or 
with reputation hits from complaining 
appraisers, we find they’re not paying 
appraisers as well as others are paying in 
the market. 

It’s just how the world works. Just like 
most other service providers, appraisers 
are naturally incentivized to provide bet-
ter, faster service to their higher paying 
clients. If you pay at the bottom of the 
pay scale, you’re likely to attract apprais-
ers that don’t have as much work on their 
plates as other appraisers. We all know the 
market is hot in most locations right now, 
so appraisers that aren’t as busy as others 
are probably not the cream of the crop. 

If you are paying low appraisal fees, 
you might get lucky with an excellent 
appraiser on a particular assignment, 
but your service will always take a 
back seat to their better paying clients. 
If you have questions or need follow 
up, the appraiser will most likely get 
back to you after they’ve helped their 

excellent. Why? Here are three reasons:
1.) There are fewer appraisers, so 

you need great relationships to get 
deals done quickly.  For a variety of 
reasons, there aren’t as many appraisers 
around as there used to be. Basic laws of 
supply and demand mean appraisal fees 
and turn times vary widely on a per-coun-
ty basis. When you look at incredibly hot 
markets like Denver, good relationships 
with great appraisers will mean the dif-
ference between waiting a few days for 
the appraisal, and waiting five weeks and 
still not finding an appraiser to take the 
assignment. 

2.) Markets shift quickly, so you’ve 
got to be building your team all the 
time. To really grow your loan portfolio, 
it’s important you can act quickly in mar-
kets that are seeing a spike in purchases 
or refis. If you can’t close a refi because 
you can’t get the appraisal done, the 
borrower will just go to the next lender 
with good enough relationships to keep 

and they can be choosey with clients, 
your orders will go to the back of all 
their friends’ work queues, as well.  

A proactive vendor relationship man-
agement process can go a long way to 
ensuring you’ve always got the highest 
quality appraisers, eager to do your as-
signments and deliver excellent service 
to you and your borrowers. 

State your requirements up front
Your institution probably has mini-

mum requirements for appraisals and 
they probably vary by the investor, the 
appraisal product, the neighborhood, or 
a variety of other factors. For example, 
do you always require interior photos of 
all rooms? Do you always require the 
removal of all religious artifacts from 
photos? If you can provide all of these 
requirements up front when you send the 
assignment offer to the appraiser, you can 
avoid wasting everyone’s time after the 
report is delivered.

After the appraiser has delivered the 



report to you, it’s always more difficult to 
get revisions to it than to ask for the right 
thing at the beginning of the process. 

Many appraisal management systems 
will have an automated way to handle 
this so that for every type of appraisal re-
port you order, the specific requirements 
are included with the original message 
to the appraiser. Some even go a step 
further and will double check the report 
automatically for you, as a prerequisite 
for delivery. It’s much easier for the ap-
praiser to add what you need right before 
they deliver it to you than it is to chase 
them down later and ask for something 
they haven’t thought about in days.

When it’s time to run QC on the 
finished report, do it right The number 
one complaint appraisers have about 
their clients’ quality control process is 
that the requests they receive are vague, 
uninformed or unnecessary. Nothing ir-
ritates appraisers more than asking for 
explanations that are already provided in 
report addenda or asking questions that 
make it clear the reviewer isn’t familiar 
with the appraisal process. 
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ships and reducing your portfolio risk 
with the highest quality appraisals. 

Great relationships are the key to 
your success As markets heat up and 
the appraiser population shrinks, your 
relationships will be more important than 
ever. With good appraisers, you can have 
better borrower relationships and a better 
position to expand your business. Plus, 
you will spend less time and effort in 
your quality control process on delivered 
reports. It’s time to look at your appraiser 
panel as part of your team, and recruit 
and retain the very best. v

Remember, the education and train-
ing requirements of appraisers can be 
tougher than those of a commercial pilot 
(See Rick Sagoo’s article, “Are You Li-
censed”). Excellent appraisers are highly 
educated experts and should be treated 
as such. Hiring non-skilled people to 
“review” their work is a recipe for bad 
relationships. 

Highly skilled appraisal report review-
ers may be more expensive than interns 
with checklists, but they will pay for 
themselves many times over by dramati-
cally improving your vendor relation-
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W e’ve entered a new paradigm in 
mortgage lending. Unlike the 
historical risks to lending like 
rate fluctuation or other market 

changes, lenders today know the greatest 
risk to their business is compliance. Those 
market-based storms of yester-year were 
weathered by the most prepared lenders 
in the space. Now, the compliance-based 
storms of today bring new risks, which must 
be properly prepared for in order to stay suc-

cessful. Fortunately, this seemingly uphill 
battle is not yours to fight alone. The fast ap-
proaching Home Mortgage Disclosure Act 
(HMDA) Regulation C changes to the Loan 
Application Report (LAR) bring with it over 
30 new data points to collect and report on, 
and staying compliant can seem hard, but 
it doesn’t have to be. With proper prepara-
tion and technology, even the most complex 
regulations can become more approachable 
– almost, dare we say, easy. 

Be easy
The journey to ‘easy street’ 
isn’t a simple one. Especially 
with the new HMDA rule, the 
time to prepare is now.

By Matt Hydrew and aManda PHilliPs
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The journey to ‘easy street’ isn’t a 
simple one. Especially with the new 
HMDA rule, the time to prepare is 
now. By taking the appropriate steps 
today, you will ensure you are ready 
to collect these new data points well 
in advance of 2018. This journey isn’t 
yours to make alone – it involves pre-
paredness from you, your teams, and 
your technology providers. Here’s 
how you can make the leap to com-
pliance-made-easy. 

Create Your Own Destiny. While 
you are hopefully partnering with 
providers that support and enable 
your ability to comply with new 
regulations, at the end of the day, the 
responsibility falls on your shoulders. 
If there’s anything to take away from 
the recent TILA-RESPA Integrated 

Disclosure Rule (TRID) experience, 
it’s that having a well-documented 
way to track your plan to address new 
regulations, including the expected 
outcomes, will help ensure everyone 
is on the same page. To be successful, 
this step is not optional. Once you 
have documentation in place, you can 
begin to design the processes. 

The lowest hanging fruit to tackle 
is often systematic configuration. As 
it relates to HMDA, you may be col-
lecting many of the new data points 
already, but collecting and submitting 
could still present many challenges. 
Make sure your system will be able 
to validate the HMDA LAR data 
elements prior to LAR submission 
to ensure completeness. If there are 
incomplete data elements, the system 

should message the user regarding 
the potential need for additional 
data. This may be done on platform 
or through an integration with a 
third party partner that specializes in 
HMDA data.  As was the case with 
TRID, your loan origination platform 
partner should be forward-thinking 
regarding HMDA functionality and 
integrations. Communicate with 
them regularly to make sure your 
needs are aligned with their planned 
efforts. Additionally, if system logic 
and/or configuration around HMDA 
data isn’t in the plans for you or 
your technology partner, you will, 
at a minimum, need to document the 
workflow steps and procedures that 
your operational staff will perform 
to comply with the regulation. Not 
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every piece of HMDA can be auto-
mated, so completeness and version-
ing of your compliance policies and 
procedures is critical. Take control of 
your own destiny and map out your 
plan. Everyone will sleep better when 
you do. 

Get to the Data. Heading into 
these HMDA changes, you will need 
access to data on various levels – ei-
ther from the system of record in the 
form of extracts, or from the database 
to allow reporting tools to take the 
information and provide the LAR re-
port on your behalf. There are many 
approaches to this, and depending on 
your environment and situation, this 
might be a bit challenging – especial-
ly if you have a home equity-specific 
system and a separate mortgage pro-
duction system. At some point, the 
required HMDA information needs 
to be available and transparent from 
all of your lending channels and busi-
ness lines.

Fortunately, there will be solu-
tions ready for these changes. If you 
aren’t confident in your ability – or 
your technology partner’s ability – to 
support the HMDA changes, now is 
the time to begin looking for alterna-
tives. With the right technology, the 
additional data collection can be vali-
dated and checked by the appropriate 
system requirements, and in some 
cases, automated. In other words, 
if the data collected is incomplete, 
based on your policies, procedures, 
and system configuration, the system 
can stop a user from progressing the 
application until the data is complete. 
While this certainly presents new 
challenges and training needs for 
loan officers, ultimately, it ensures 
compliance with HMDA.  

In addition, take time to establish 
a robust Fair Lending Program that 
requires quarterly and annual reviews 
of your HMDA data for accuracy and 
completeness. At least a few times 
a year, review LAR outliers. Also, 
consider having an independent third 
party conduct such reviews. How 
much of the Fair Lending review is 
conducted internally and how much 
is outsourced is certainly up to you. 
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At the end of the day, establishing 
and maintaining compliance with 
HMDA is all about the data. Data is 
fickle and influenced by a number of 
factors, so the more checks in place, 
the less time and money you will have 
to spend retroactively analyzing, and 
even correcting, the data.

Questions to Ask Your Technol-
ogy Partners. While HMDA feels far 
off, it’s not. Although we’ve talked 
about your internal plan of action 
and how to get to the data, the tech-
nological side of things is not to be 
overlooked. Now is the time to begin 
communicating with your partners. 
Questions to ask include: 

>>What is your interpretation of 
the HMDA rule?

>>How do you plan to support us?
>>Do you have educational ses-

sions planned that we will be able to 
participate in?

>>Will you solicit our input as you 
work through the system changes?

By now, your partners should have 
a prescribed plan, including how it 
will affect your business. Your pro-
vider should be digesting, document-

ing, and designing their proposed 
changes to enable your compliance 
with the new HMDA requirements. 
In our new lending world, leveraging 
technology is essential, and although 
new regulations often feel like ob-
stacles, after just a few months, your 
teams will find the new data points 
second nature. 

With the need to collect the ad-
ditional HMDA data points about a 
year away (likely beginning in Q3 
or Q4 2017 for loans with an action 
taken date potentially in in 2018), the 
clock is ticking for documenting ac-
tion plans. Everyone, by now, should 
have a start on taking the appropriate 
steps to prepare for the new HMDA 
rule. In my experience, while this 
might seem logical, it’s often hard 
to fit in the day-to-day business of 
residential lending operations in our 
country. If the task seems daunting, 
seek help. Consult with your partners 
and peers to identify gaps in your 
plan. Through teamwork, proper 
planning, and great technology the 
HMDA changes might just seem like 
a walk in the park come 2018. v



The regulatory environment for 
today’s mortgage lender has 
become exceedingly complex.  
Compliance becomes more 

difficult each day, as a cascade of new 
disclosure and lending requirements 
are imposed by federal, state and lo-
cal regulators. With this avalanche 
of regulation it is becoming very dif-
ficult for mortgage lenders to gauge 
whether their internal compliance 
systems are functioning properly and 
whether the continuing cost, in both 
human and financial terms, of adopt-
ing and maintaining adequate regu-
latory controls can be sustained in a 
volatile origination market.  

At the same time, the absolute risk of 
non-compliance has become intoler-
able. Audits by regulators and inves-
tors alike are now commonplace and 
fines, penalties, and loan repurchase 
demands are escalating. As tough new 
regulatory standards increase the scope 
and absolute number of loans that must 

be evaluated carefully for compliance, 
investors have become acutely aware 
that several regulatory changes impose 
liability on the purchase of a mortgage 
loan for compliance errors made by its 
originator. It is no surprise that inves-
tors are increasingly demanding, prior 
to funding a loan purchase, that origi-
nators provide loan specific data in an 
electronic format complete enough 
to permit comprehensive automated 
compliance reviews on each loan to be 
purchased.  

Lenders, in order to cope with these 
added regulatory compliance risks, are 
faced with an immediate and compel-
ling need to re-evaluate, and upgrade, 
the capacity of their internal systems 
to recognize and incorporate mandated 
regulatory changes. Static document 
systems and templates simply will not 
suffice to keep you compliant. To en-
sure compliance, mortgage disclosure 
and documents systems need to be dy-
namically constructed. 

By Michael l. Riddle

Compliance
in a Post  

TRID
World

Compliance becomes more difficult each day, as a cascade 
of new disclosure and lending requirements are imposed by 
federal, state and local regulators.



Audits by regulators and investors  
alike are now commonplace and 
fines, penalties, and loan repurchase 
demands are escalating.

For compliance professionals “letter 
of the law” compliance is no longer 
enough.  For regulators, letter of the 
law compliance is a given. Lenders 
should be following the rules – period. 
The new standard for compliance is 
more rigorous. The CFPB has stated 
that it wants to see lenders going 
beyond what’s required by law, ad-
dressing the more esoteric aspects 
of mortgage origination with an eye 
towards improving the consumer’s ex-
perience. They are encouraging lenders 
to incorporate borrower satisfaction as 
a key component to their compliance 
strategy.  

Of course, this is easier said than 
done. After all, so much of the im-
pact of compliance on the borrower’s 
experience is outside of the lender’s 

are a necessity. Everyone in the lender 
organization gets the right forms, map-
ping, stacking order, rules, etc. and the 
lender can make adjustments to the 
form or package at any time.  

Key elements of any such system 
involve:

>> The ability to program and en-
force business rules and policies

>> Functionality to effectively man-
age compliance issues and changes in 
real-time

>> The flexibility to be the first to 
market with new product innovations

>> The ability to allow growth and 
improved volumes without adding staff

There will soon come a point when 
the CFPB begins to seriously audit 
lenders for TRID compliance. Many of 
the errors investors are citing, and sub-

more consistent pricing estimates. The 
eClosing pilot is aimed at demonstrat-
ing how to improve the closing transac-
tion (a process that has remained large-
ly unchanged for 50 years or more) via 
technology.  

It’s clear from the CFPB’s findings 
after their evaluation of the eMortgage 
pilot project that eClosing provides 
consumers a better closing experience.  
Thus, eClosing adoption is a simple 
way to signal to the CFPB that cus-
tomer satisfaction is a lender’s priority 
and, thus, earn the bureau’s goodwill.  
Furthermore, the functionality inher-
ent in eClosing platforms can provide 
compliance professionals with much 
needed process efficiency and audit 
support.  

So – what is an eClosing?  On its 

control….or is it? The key to address-
ing the challenges of this enhanced 
regulatory compliance environment is 
to embed compliance within smooth 
electronic business processes. This 
enables a lender’s compliance depart-
ment to manage regulatory risk and 
foster a culture of compliance across 
the organization, while, at the same 
time, enhancing the borrower’s over-
all perception of a positive consumer 
experience.  

This involves creating and manag-
ing real-time software and delivery 
systems with programmed rules to get 
the right product, with the right map-
ping, into the right channel and de-
ployed. If a lender is doing thousands 
of loans in multiple states and one state 
has changed its rules, it can be a ma-
jor undertaking to adjust just a single 
form. Tools and software designed to 
completely automate that process, pa-
per out, go paperless, or go e-mortgage 

sequently rejecting TRID loans for, can 
be chalked up to lack of collaboration 
between the three major service provid-
ers in the transaction:  the Realtor, the 
lender, and the title/settlement agents. 
The CFPB has said it will be sensi-
tive to “good faith efforts” to comply, 
and it can be hoped that errors made 
due to lack of coordination will not be 
dealt with as harshly as would more 
egregious and/or deliberate attempts to 
circumvent the rules. However, if that 
overall lack of collaboration results not 
only in errors, but in a poor experience 
for the consumer, the CFPB may be 
less inclined to be lenient.  

Consider the CFPB and its range 
of “Know Before You Owe” efforts. 
Two key components of their initia-
tive have been TRID and the eClosing 
pilot.  TRID is the CFPB’s attempt to 
improve the beginning of the transac-
tion by providing consumers with eas-
ier-to-understand loan documents and 

website, Fannie Mae describes an 
eMortgage as one that entails elec-
tronic promissory notes, SMARTDoc 
Format, and other execution process-
es. The GSE exhorts lenders to con-
sider eMortgages for their automation 
delivery, paperless trail, and reduced 
impact on the environment. The more 
radical notion is the all-digital eClos-
ing. This involves a process that 
contemplates the electronic delivery, 
execution and recordation of all docu-
ments involved in consummation of 
the mortgage. Its mainstream adop-
tion isn’t so far-fetched. Many lenders 
anticipate they’ll be closing mortgage 
loans entirely online in the next sev-
eral years.  

Compliance measures like TRID 
will tend to drive migration to elec-
tronic and virtual platforms.  With the 
Federal Housing Finance Agency set to 
compel electronic delivery of the Uni-
form Closing Dataset next year, it’s all 



the more likely that lenders will want to 
manage its bureaucratic requirements 
with a virtual data solution involving 
all of the documentation generated in 
the closing process.  

A complete eClosing anticipates 
at least the following lender driven 
elements:

>> MISMO 3.3 compliant XML 
data and doc exchange metrics

>> Bi-directional integration with 
leading LOS systems

>> Integrated eDelivery of borrower 
LEs and CDs

>> Continuous compliance and 
TRID tolerance monitoring for all dis-
closures and closing packages

>> eSignature architecture for all 
closing docs and CD

>> Automated event logging and au-
dit train throughout the disclosure and 
closing process

>> Real time chat and instant mes-
sage portal for Lender interaction with 
both the borrower and realtor, as well 
as doc prep and closing staff.

Regardless of whether one is simply 
contemplating a basic eMortgage or a 
complete eClosing, there are a wide 
variety of processes involved. For the 
purpose of this explanation, discus-
sion will be limited in scope to the 
requirements to create documentation 
and apply electronic signatures.  For 
the most part, the industry has adopted 
the eMortgage format and guidelines 
developed by MISMO as the accepted 
means of creating eMortgages. Fan-
nie Mae and Freddie Mack have each 
published eMortgage Handbooks or 
Seller’s Guides which document their 
requirements for sellers of eMortgages.  

Documentation Requirements:
Requirements surrounding the 

documentation are relatively straight-
forward. In the case of an eMortgage, 
Fannie and Freddie require that the 
Note (eNote) be in the form of MISMO 
SMART Document Category 1 (xml 
document) and that specific language 
is included in the eNote.  MERS eReg-
istry requirements must also be met in 
order for the eNote to registered with 
the MERS eRegistry, as both GSE’s re-
quire this. Additionally, these investors 
require the Consumer Consent disclo-
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>> Not effected by means of object 
signatures such as biometrics or spe-
cialized signing pads (Freddie only)

>> Meet all ESIGN and UETA re-
quirements

>> The signed documents/records 
must be “self contained” meaning all 
information necessary to reproduce the 
signed document is present

>> Some additional representative 
Freddie Mac specific requirements:

A.) Each document must be individ-
ually reviewed, signed, and modified 
by affixing all required signatures prior 
to moving on to the next document

B.) All signing parties must be phys-
ically present in the electronic closing 
location at the time of signing

C.) Signers must validate their cre-
dentials in the closing system by enter-
ing their user IDs and passwords

In Summary
TRID has dramatically changed the 

real estate closing process. Roles and 
responsibilities have shifted, the aver-
age time to close has risen significantly, 
and there is increased pressure from the 
Consumer Financial Protection Bureau 
(CFPB) to put the consumer first in 
the transaction. In order to meet the 
CFPB’s consumer-first mandate, real 
estate service providers need to adopt 
and implement “state of the art” digital 
closing platforms and conduct fully 
electronic mortgage closings (eClos-
ings).  It will provide ease and cost 
efficiency for the borrower, more ac-
curate data management for the lender 
and an auditable electronic ability to 
examine the transaction and see what 
actually happened if a regulatory audit 
occurs. v

sure to have been provided to the bor-
rower identifying the transaction as an 
eMortgage and obtaining their consent, 
and Freddie requires this document be 
retained as an electronic document in 
the file. The GSE’s permit the rest of 
the loan file to be paper based, resulting 
in a “hybrid” eMortgage, which are the 
most common form today.

Process Requirements:
The process requirements for an 

eMortgage are more complex. The ba-
sic process flow is:

1.) Electronically present and sign 
the eNote or other documents to be 
electronically executed

2.) Apply a tamperseal to the signed 
documents

3.) Close the transaction
4.) Package all the electronic docu-

ments in a form suitable for delivery, 
typically a “MISMO package”

5.) Register the eNote with the 
MERS eRegistry within 24 hours

6.) Transfer the eNote to a secure, 
approved “eVault” for storage

7.) Eventual transfer of the eNote to 
Freddie/Fannie (eDelivery)

At the highest level, a “click 
through” signature of the eNote, which 
satisfactorily meets the requirements 
of the law, is also sufficient for both 
GSE’s. At a lower level, each of the 
GSE’s has specific requirements, with 
some overlap, for applying a signature 
on an electronic document.  Freddie 
is more specific in its requirements. 
Some of the requirements on how the 
signature must be applied include the 
following:

>> Not effected by means of video 
or audio recording



T he mortgage industry 
continues to adjust to 
new and ever-changing 
regulatory demands, 

which is becoming increas-
ingly more complex. This is 
especially true for servicers and 
asset management companies 
tirelessly working to compli-
antly protect their assets.  

With the influx of new rules 
and regulations, property pres-
ervation is not just about se-

curing a lock or boarding up a 
window; it is about preserving 
the look and overall values of 
neighborhood properties as if it 
were your own.

What makes this even more 
challenging is that loans serviced 
on behalf of the GSEs, FHA, and 
VA have in-depth guidelines, fee 
schedules, and constantly chang-
ing requirements servicers must 
follow when working to protect 
and preserve properties. 

With the influx of new rules and regulations, property preservation 
is not just about securing a lock or boarding up a window; it is about 
preserving the look and overall values of neighborhood properties.

By Nickie BadalameNti-kalas

ServicerS reSpond
To A TidAl WAve 
of neW ruleS



As a servicer and asset manager, you  
should be focused on maximizing your 
assets, rather than constantly worrying 
about these ever-changing compliance 
requirements.

There are a host of state and mu-
nicipal requirements that might not be 
included in the guidelines that must 
be met to avoid municipal code viola-
tions. This places an enormous burden 
on servicers to comply.

Additionally, servicers need to be 
alerted to extreme weather conditions 
and disaster areas that have the poten-
tial to damage properties and affect 
neighborhoods.

Billions of dollars are spent annual-
ly by the servicing industry to protect 
these homes and to ensure that com-
munities are properly maintained.  

As a servicer and asset manager, you 
should be focused on maximizing your 
assets, rather than constantly worrying 
about these ever-changing compliance 
requirements. You can’t afford to go it 

always do it better, faster and with 
people that makes their clients feel 
like they matter. 

Effective preservation of your resi-
dential and commercial property assets 
takes exceptional know-how, precise 
control, and expert execution. By tai-
loring this formula to each property, 
the right asset management provider 
helps its clients maximize both prop-
erty values and asset returns. 

That provider needs to apply the 
knowledge and skills needed to opti-
mize field services for your specific 
needs and business circumstances. 
Their highly skilled team of field ser-
vices professionals must constantly 
monitor all federal, state, local and 
investor requirements to provide you 
with up-to-date asset management 

every step of the work order process 
in real-time.

Field service representatives whose 
boots are on the ground are benefitting 
from this innovative technology solu-
tion to deliver the industry’s most ac-
curate and compliant field services to 
many of the nations largest servicers.

These contractors are working to 
preserve hundreds of thousands of 
properties. The solution has to process 
1,000,000’s of property photos. With 
the intelligence of the technology 
only photos that are the proper size, in 
focus, have the proper vantage point, 
and provide the necessary informa-
tion to meet investor and regulatory 
guidelines are sent. This significantly 
improves quality, reduces additional 
trip charges and delivers critical infor-

alone, that’s why selecting the right as-
set management provider is critical to 
your long-term sustainability.

When Attention to Details Mat-
ters Most

The right asset management pro-
vider helps restores communities one 
property at a time. That provider must 
consistently deliver compliant asset 
management, field services and REO 
solutions by preserving properties, 
protecting clients’ interests, and by 
maintaining stellar relationships with 
their clients and partners.  

Those solutions mitigate your risk 
and alleviate your compliance guess-
work.  Their job is to protect and 
preserve. Check and double-check, 
believe but verify.  

Experience Delivers Results
Today’s asset management pro-

viders must be problem solvers, 
communicators, team players—the 
company that can be relied upon to 

from a source you can trust.  
Innovative Technology
Servicers have to adapt to this new 

regulatory environment by finding 
innovative ways to do the important 
work of protecting and maintaining 
assets. 

Investors today demand transpar-
ency. To provide this degree of infor-
mation, asset management providers 
must deliver innovative technology so-
lutions that ease the burden of the field 
service representative while delivering 
in-depth information to the investors. 

In addition to providing a staff of 
highly skilled and experienced asset 
management experts, the right asset 
management provider must deliver 
complete Field Services Management 
in the palm of their hand to its nation-
wide network of contractors to deliver 
transparency to servicers.  The solu-
tion must provide a workflow manage-
ment system that automates virtually 

mation in a timelier manner.
The solution needs to provide this 

nationwide network of field services 
representative’s mobile capabilities to 
the job, making it faster, more accurate 
and more profitable.  The right solu-
tion needs to include:

>> Comprehensive, at-a-glance 
order review showing the field rep-
resentative the status of every order: 
current, rejected and completed.  It’s 
everything a field services professional 
needs for a complete picture of their 
workflow...without the error prone 
paperwork.

>> Intuitive, step-by-step Q&A 
format guides the person in the field 
through every work order requirement.  
There’s no guesswork, no skipping 
steps, no errors--virtually eliminating 
no-charges.

>> Automatic compliance alerts 
keep everyone in the field informed 
regarding business critical documents.  



And FiveLive automatically reflects 
federal, state, local, and investor spe-
cific requirements.

>> GPS enabled functions allow 
for route-to-site mapping and get-
tagged photos, for enhanced order 
accuracy and compliance with ever 
changing regulations.

>> Real-time order review/order 
submission gives complete order 
information control; when the field 
representative is satisfied, a tap on the 
screen submits it for approval.  Precise 
orders, faster payments. 

The right asset management tech-
nology delivers an original and inno-
vative solution that the asset manage-
ment industry has been clamoring for. 
Quite frankly, it is the only way that 
asset managers can meet the ever in-
creasing regulatory demands and the 
speed at which investors demand this 
information.

With the right solution, vendors are 
able to share data almost instantly, and 
pictures and property specifics can be 
reviewed immediately.  The level of 
detail that can now be provided to ser-
vicer’s is amazing.  

Servicers are quickly realizing that 
the only way to comply is by leverag-
ing technology to deliver what inves-
tors and regulators are looking for. 
Mobile technology delivers servicer’s 
transparent, predictable, and auditable 
processes that satisfy regulatory re-
quirements and business needs.

By maintaining hundreds of thou-
sands of properties to community 
standards, communities are improved 
while assets are protected and pre-
served. It’s a win-win for all parties. 

Although these new regulations and 
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ties and mitigating risk.
Taking The Guesswork Out Of As-

set Management
To take the guesswork out of as-

set management, precise control and 
stronger execution is paramount. Ser-
vicers need to select the right asset 
management partner because of their 
experienced nationwide network of 
field service specialists who can act 
quickly and effectively to optimize the 
value and marketability of their prop-
erties. This involves much more than 
simply securing and maintaining the 
physical asset. 

The right partner is staffed with 
experienced property preservation ex-
perts– capable of working closely with 
real estate professionals, vendors, title 
companies, law enforcement officials 
and attorneys to assure better outcomes 
at every phase of asset disposition.

As a servicer and asset manager, you 
need be focused on maximizing your 
assets, rather than constantly worrying 
about these ever-changing compliance 
requirements.  You can’t afford to go 
it alone, that’s why selecting the right 
asset management provider, is critical 
to your long-term sustainability.

Today’s servicing market demands 
the right asset management partner for 
precise control and expert execution. v

Effective 
preservation of 
your residential 
and commercial 
property assets 
takes exceptional 

know-how, precise 
control, and expert 

execution.
laws created a significant challenge 
for the industry, they also provide us 
with opportunities to partner with our 
clients and contractors to continuously 
improve processes and procedure.

The right asset management partner is 
committed to investing in new technolo-
gies, and proactively addressing new reg-
ulations to encourage further innovation. 
It also includes additional controls for 
vendors in the field by using geo location 
technology and skip logic.  The results 
are improved quality and efficiencies for 
all parties involved in preserving proper-



t the end of the second quarter we 
got some good news. Black Knight 
reported that at $518 billion, Q2 saw 
the highest volume of 1st lien mortgage 

originations in a single quarter since Q2 2013. 
Purchase lending was particularly strong, making 
up 57% of all lending and seeing a 52% increase 
in volume from Q1. Purchase originations rose 
$102 billion from Q1 to 
a total of $297 billion, 
hitting their highest level 
in terms of both volume and dollar amount since 
2007. Refinance originations rose by 8% from 
Q1, but fell slightly below last year’s levels, 
despite lower rates and a larger population of 
refinance-able borrowers. In fact, refi lending 
has risen in each of the past 3 quarters, though 
primarily in the higher credit segments of 
the market. The industry was also able to 
put the burden of complying with TRID 
behind it. Moving forward, new compliance 
burdens by the GSEs changing forms and 
the CFPB changes to HMDA still exist. 
So, what does all of this mean? There is 
ample opportunity for success in mortgage 
lending if the industry adopts a culture that 
embraces both innovation and change. Roger 
Gudobba, Vice President, Mortgage Markets 
at Compliance Systems, talked to our editor 
about the impact of technology innovation in 
the mortgage industry. Here is what he said:

ExEcutivE intErviEw

With over 55 years of experience in the 
computer world, Roger Gudobba reflects on 
technology innovations and his vision for the 
future of mortgage lending.



Q: Let’s start by talking about your 
first experience in computers. 
ROGER GUDOBBA: In 1961 I was 
hired as a computer programmer by Dr. 
Beckett at the Lafayette Clinic, a re-
search and training facility that was part 
of the Michigan Department of Mental 
Health. It was a little bit scary, since I 
had never seen a computer before. That 
led to 18 years of programming comput-
er applications to facilitate their research 
endeavors on a Bendix G-15 paper tape 
computer in machine language. Over the 
years, there were far-reaching advances 
in computer hardware and software. I 
quickly realized that computers were 
just tools to enable you to do a job faster 
and easier, but it was paramount to stay 
abreast of new technology. 

Q: So, how did you first get involved 
in the mortgage industry? 
ROGER GUDOBBA: I spent the next 
eight years developing software for a 
variety of small businesses, mostly on 
IBM computers in a variety of program-
ming languages. The last two years of 
that period I managed a Mortgage Loan 
Origination System. I believe it was at 
the MBA Annual in Boston in 1986 
where laser printers were the hot topic. 
The ability to bring an image in and 
overlay the data, creating an electronic 
document provided cost and time sav-
ings that were substantial over using 
dot matrix printers with pre-printed 
forms. At that time, VMP was the pre-
mier provider of mortgage forms and 
they hired me in 1987 to help develop 
the laser form library. The size of the 
library was huge and I looked for ways 
to simplify that. Our compliance officer 
pointed out that some documents, like 
notes and security instruments, only 
had minor differences. I wasn’t think-
ing about dynamic run-time forms. It 
was more about defining the creation 
and maintenance required for the 
source library. Like any new technol-
ogy, there were some challenges and 
adoption was slow. And, for the first 
time, I was frustrated by the industry’s 
resistance to change and reluctance to 
embrace technology. 

Q: Over the years the key phrase 
that most associate with you is that 

you always said: “It’s all about the 
data.” How did that come about and 
what led to your involvement with 
MISMO? 
ROGER GUDOBBA: VMP started 
looking at other authoring technology. 
That’s when I discovered XML, which 
was a subset of SGML. I attended an 
international conference on XML in 
Spain in 1997. I had the opportunity 
to meet a number of leaders, including 
Charles Goldfarb, the father of SGML. 
I was convinced that XML was a way 
to exchange data. The key was you had 
a start tag, information, and an end 
tag. Compared to the two solutions in 
use at that time (fixed record layouts 
or comma delimited files), XML was 
very flexible, less prone to errors, and, 
among other things human readable. I 
met Gabe Minton at a meeting at the 
MBA in D.C. Gabe and I were both in 
agreement about XML. In 1999, our re-
spective companies—VMP and ULTA-
PRISE—formed a non-profit organiza-
tion called XML Mortgage Partners to 
develop an XML data library for mort-
gage. Even though we had a nice cross-
section of industry leaders, including 
lenders, LOS vendors, and consultants, 
it created some friction in the industry. 
Dave Matthews worked with the MBA 
to create MISMO in 1999 and Gabe 
was named the director. Both of us are 
still very active today and very proud 
of MISMO’s progress in establishing 
standards for the mortgage industry.

Q: What do you see as the major 
challenges facing the industry?
ROGER GUDOBBA: The U.S. fi-
nancial industry is experiencing rapid 
evolution. While we are past the trial-
by-fire days of the 2008 financial cri-
sis, the consequences of that difficult 
time continue to impact the way we 
do business. Today, there is no doubt: 
increased regulatory oversight from 
federal and state agencies, as well as 
the uncertainty of regulatory changes 
yet to come, have created a hazardous 
business environment. The Federal 
Reserve has increased the imperative 
for financial institutions to implement 
an enterprise-wide risk management 
solution, one that effectively addresses 
operational risk, legal or compliance 
risk, reputation risk, and liquidity risk, 
among other risk types. These risks 
are ever present and their manage-
ment by financial institutions is closely 
monitored by the Consumer Financial 
Protection Bureau (CFPB) as well as 
other regulating agencies. The only 
way to address these problems is with 
technology that controls and validates 
your information flow. 

Q: How does Compliance Systems 
Transaction Risk Management Solu-
tion address this?
ROGER GUDOBBA: Financial in-
stitutions are becoming increasingly 
familiar with the demands of managing 
these various types of enterprise risks 
and many financial institutions are 
struggling to ensure that they can dem-
onstrate that their specific policies, pro-
cesses, and procedures are fairly and 
consistently applied across their cus-
tomer communities. In the absence of 
a transaction risk management (TRM) 
solution, each institution is responsible 
for maintaining the integrity of the 
entire transaction risk system. Institu-
tions are responsible for ensuring that 
their institution’s policy disclosures 
contain appropriate data based on state 
and federal regulatory requirements 
and applicable case law. They are re-
sponsible for determining that data is 
consistent across all documents re-
quired to memorialize the transaction. 
They are responsible for determining 
in any given transaction that there is 

Industry Predictions
Roger Gudobba thinks:

Digital mortgages will 
mandate innovative 
changes to the loan 
process and move the 
industry to focus on data 
and not documents. 
Lenders will need to have 
an integrated central 
repository for all their data 
and have complete control 
over all their interactions.

Consumers will demand 
multiple access points 
to communicate with 
lenders and it will be 
different for diverse 
consumer demographics.

1.

2.

3.



data consistency across all documents. 
Their staff is responsible for determin-
ing complex, state-specific entity types 
such as limited liability and limited 
partnerships, and for determining the 
correct organizational authorizations. 
Failure to do so exposes institutions to 
the risk of unenforceable transactions 
that impact liquidity, compromise their 
reputation, and result in legal and regu-
latory repercussions. 

It is understood that certain data is 
required in transactions by federal and 
state regulation, and every institution 
must present that content at transaction 
time. However, because all institutions 
are unique and offer unique products, 
they need to have the ability to define 
and control the language used to repre-
sent those products.

The CSi Transaction Risk Manage-
ment (TRM) Solution allows financial 
institutions to easily configure lan-
guage that precisely defines their policy 
decisions and product definitions. The 
solution ensures that only compliant, 
validated language is applied at trans-
action time, mitigating their ongoing 

(DSL) was underway. That technol-
ogy component uses transaction data 
to determine the documents required 
to perfect financial transactions and 
relates entities and collateral with the 
relevant documents, helping institu-
tions mitigate risk at the root level 
of the transaction. This was quickly 
followed by the release of dynamic 
documents—documents in the sense 
that they end up rendering in the page 
format with which we are all familiar, 
but actually software applications that 
logically include or omit content based 
on transaction values. 

All of these technological advances 
established the foundation for Transac-
tion Risk Management. Transaction 
Risk Management (1) provides a war-
ranted contract with a clearly enforce-
able promise to pay, (2) ensures the 
institution has an enforceable interest 
in any collateral on the transaction, (3) 
follows all governing law language and 
regulations specific to the transaction, 
(4) correctly assembles and associates 
all relationships on the transaction to ap-
propriate documentation, (5) automati-

I am constantly both 
intrigued and mystified 
about the slow rate of 
technology adoption  
in our industry, but  
I’m also optimistic  
about the future.

operational and compliance risk. Secu-
rity features and audit trails help them 
control and track access to their data.

Q: What is the foundation for TRM?
ROGER GUDOBBA: Throughout 
its history, Dennis Adama, CEO and 
Founder, has differentiated CSi from 
competitors with his willingness to 
conceive new solutions to the prob-
lems surrounding transactions. Starting 
in 1995, Compliance Logic Systems 
(CLS) was a standalone wizard ap-
plication used by financial institutions 
to create and maintain their own ARM 
and TIL lending disclosures. That CLS 
was designed as an intelligent data 
collection and compliance validation 
tool proved prescient and reflected 
Dennis’s focus on the data necessary to 
document financial transactions, rather 
than on the physical documents or 
forms that would ultimately present the 
data. This foresight to build a software 
foundation on the data would establish 
CSi’s development model for the years 
ahead. Around the same time, initial 
launch of Document Selection Logic 



cally configures any institution-specific 
language based on the institution’s very 
own selection criteria, (6) and clearly 
identifies any missing information. 

I joined Compliance Systems in 
2008 primarily because of their tech-
nology and their business model, 
which is based on offering strategic 
technology partnerships. We interact 
and exchange thoughts, ideas, and de-
velopment plans with our partners in 
order to develop and support the best 
joint solutions possible. 

The CSi Data Schema, launched in 
2009, was the first technology compo-
nent I saw built from the ground up at 
CSi and is another example of how the 
organization seeks to support partner 
integration efforts. Rather than simply 
working with MISMO data schema in 
the Mortgage market, CSi envisioned 
a complete data schema that supported 
Mortgage, Deposit, Consumer Lend-
ing, and Commercial Lending. Since 
then, CSi has only forged further ahead 
in developing technology solutions that 
reduce the risk exposure of financial 
institutions. We have Configurability, 
which allows lenders to modify, ap-
pend, or replace text provisions within 
documents so that they can adapt to 
market, business, policy, and regula-
tory developments while maintaining 
warranted compliance with CSi. We 
have Simplicity, which expanded that 
configurable functionality and allows 
lenders to designate logos, bar codes, 
etc., to be applied to standard docu-
ments automatically. 

When the TILA/RESPA Integrated 
Disclosures (TRID) Final Rule was 
announced in the fall of 2013, CSi 
immediately recognized that this was 
an excellent fit for dynamic document 
technology. Early estimates showed it 
could take potentially hundreds of static 
templates to produce all the variations, 
assuming that this was even possible. 
We communicated throughout the pro-
cess with our strategic partners so that 
they would understand what we would 
deliver, actually a year ahead of the 
deadline. That allowed them to focus 
on the changes required from their end. 

The Data Collection Logic (DCL) 
is one of our latest technology com-
ponents. It provides CSi partners with 

information regarding the data that must 
be collected in their platform interface 
in order to fully document a transaction. 
That data collection is based on existing 
business and regulatory rules already 
integrated into CSi technology. CSi’s 
partners have traditionally struggled 
with the problem of data analysis in 
the development of their own systems, 
as their own data collection and ap-
plication user interfaces also depend 
on an ongoing knowledge and analysis 
of regulatory compliance and business 
rules. The DCL can decrease the time 
and costs required for a business partner 
to get a quality platform solution on the 
market and to maintain that solution in 
the face of ongoing regulatory changes.

Q:  When did you become associated 
with Progress in Lending? 
ROGER GUDOBBA: I probably met 
Tony Garritano sometime in the 1990s 
when he was at Source Media. I served 
on the Advisory Board for Mortgage 
Technology magazine when Tony 
was the editor. I spoke with Tony on a 
weekly basis and we lamented on the 
fact the industry seemed to be slow to 
change. He wanted to give everyone in 
the industry a chance to express their 
concerns. With the encouragement 
from a number of us, he launched 
Progress in Lending in 2010. This is a 
central place for industry participants 
to have discussions about how tech-
nology can improve the process, and 
it provides a place for thoughts and 
ideas to flow freely. It’s easier to move 
things forward when you’re in a group. 
One of the monthly publications is 
Tomorrow’s Mortgage Executive and 
I personally have contributed over 70 

articles. There are now over 15,000 fol-
lowers on the daily posts. A high point 
of the MBA Technology Conference 
is the PIL Innovations Awards, with 
over 150 applications over the last 6 
years. Progress in Lending has been 
a resounding success and I am proud 
to be on the Executive Committee for 
Progress in Lending.

Q:  Lastly, what is the status of tech-
nology innovation in the mortgage 
industry in your opinion?
ROGER GUDOBBA: The use of tech-
nology has had a significant impact on 
many industries. Certainly, the mort-
gage industry is no exception to adapt-
ing technology. But have we exploited 
technology to its fullest potential? The 
answer is: No! I believe the industry 
has woefully underutilized technology. 
When you look at the loan process, not 
much has changed over the last 25 years. 
It is still a very document-oriented pro-
cess. Certainly we have introduced 
technology solutions at certain points in 
the process, but we still have not seen 
a dramatic change in the process. The 
main objective for TRID was Know 
Before You Owe so that there were no 
surprises at closing for the borrower and 
sometimes the lender. It ensured that the 
CD was within tolerance levels from the 
LE. It changed that responsibility from 
the settlement agent to the lender. It cer-
tainly provided a great opportunity to 
modify the way we close loans. Instead, 
it is another opportunity missed. We are 
just getting around to standardized fee 
names. I am constantly both intrigued 
and mystified about the slow rate of 
technology adoption in our industry, but 
I’m also optimistic about the future. v
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Near the beginning of the American classic 
movie “It’s a Wonderful Life” Jimmy 
Stewart and Donna Reed are dancing on a 
gym floor that, unbeknownst to them, opens 

up to a swimming pool. Unaware that the periphery of 
the floor was slowly receding beneath them, they keep 
dancing, heading closer and closer to a steep drop into 
the water, all the while ignoring the shouts of others 
telling them to stop, that there was danger ahead. As 
would be expected, they fall off the edge and into the 
unknown waters beneath.  

Will there by another crisis in the not so distant 
future? The answer to that is “probably.”

By ReBecca Walzak

The Next
Coming Soon:

Mortgage Crisis



When as many as 90% of the loans in 
any RMBS fail to meet the guidelines 
they are represented to meet, the 
production process is clearly out 
of control.

Ten years ago the mortgage industry, 
dancing with Wall Street, was in the 
same position as Jimmy and Donna. Just 
like these two we kept dancing, despite 
the warnings being given, until we fell 
off the edge into the worst financial 
devastation seen in recent times. This 
Great Recession resulted in thousands of 
people losing their homes, hundreds of 
companies going bankrupt and the repu-
tation of mortgage lenders destroyed. 
The repercussions were swift and severe. 
The Dodd Frank Act was passed and the 
Consumer Financial Protection Bureau 
(“CFPB”) was created. The regulations 
and examinations emanating from this 
body has placed previously unregulated 
independent lenders under their control, 
restricted credit, created new disclosure 
standards and documents that have cost 
millions for both production and servic-

However, in conversations with numer-
ous executives, underwriters and loan 
officers it actually came down to one 
simple thing: greed. Once the profits 
starting rolling in and practices like stat-
ed income and pay options became part 
of lending, the only thing that mattered 
was making sure “nobody else did a deal 
I could have done.”

Now that we have “paid the price” for 
the excesses of the 2000’s, but have we 
learned our lesson? Right now the econ-
omy is once again growing, interest rates 
continue to be low, and housing prices 
are rising. So, are we setting ourselves up 
for another jump off the cliff. There are 
many on all sides of the issue that say the 
new regulations and the changes made 
by Fannie Mae, Freddie Mac and FHA 
are sufficient to prevent another crisis. 
Yet others believe that the CFPB must 

quality management program. Its focus 
is on identifying the issues that are em-
bedded into any process where the results 
are unsatisfactory. This type of analysis is 
also known as a fishbone diagram since it 
is used as the most common way of delv-
ing deeper and deeper into a broken pro-
cess.  Beginning with the obvious prob-
lem, sub-processes that contribute to the 
end result are identified and connected to 
the problem. Once completed, each sub-
process is examined to see which one(s) 
is not working correctly.  From there the 
analyst can make recommendations as 
what needs to be “fixed” if the outcomes 
of the process are to produce as expected.  
Performing this analysis tells us a great 
deal about where our operations failed.  

If we work from the expectation that 
mortgage loans are produced with the 
expectation that they will perform and 

ing operations and generated fear of 
examinations, along with penalties, that 
have reached millions of dollars. Most 
surviving lenders, especially the larger 
banks, have been inundated with law-
suits from numerous private investors 
who trusted Wall Street and lenders rep-
resentations about the loans contained in 
numerous RMBS deals. These lawsuits 
have cost the industry billions.  

Of course we have heard over and 
over again the underlying reasons for 
this debacle. It was the administration’s 
efforts to meet homeownership expecta-
tions that produced the bubble. Or was it 
in fact, the creation of new “easy quali-
fying” products, lower interest rates, the 
run up in housing prices, the expansion 
of subprime or the excessive appetite 
of investors, including Fannie Mae and 
Freddie Mac, to earn large returns on 
investments that were rated triple “A”? 
We now recognize that it was all of these 
in some combination that fueled the fire. 

continue its diligent control over the in-
dustry to prevent another disaster.  

To really understand the probability 
of a similar situation occurring we have 
to look at what we as an industry have 
done to prevent such a reoccurrence. We 
cannot continue to justify similar actions 
because of the interest rates, or investors, 
or any of the other myriad of drivers that 
came together to create the loan origina-
tion bubble that burst in 2007.  We must 
recognize that at the very center of the 
problem, it was our lack of control over 
the people, processes and technology 
involved in loan production and servic-
ing that were at the very heart of the 
collapse. So, where did we fail? A root 
cause analysis of the operational risk is-
sues underpinning this failure can tell us 
what controls were lacking and help the 
industry understand what has to be done 
to prevent it from happening again.  

Root Cause Analysis
A “root cause” analysis is part of a 

consumers will get the information they 
need to understand their repayment re-
sponsibilities, the following list of issues 
must be classified as critical failures that 
led to the collapse.

1.) Believing that technology was the 
critical control point in approving loans. 

Although the industry has had tech-
nological support in completing its tasks 
since the early 80s, it was the introduc-
tion of automated knowledge based work 
(i.e. underwriting) that destroyed one of 
the most critical parts of the process.  
Despite automating steps in the process 
that relate to documenting the collection 
of information, that retrieves information 
and generates documents, it is still hu-
man analysis and understanding that gen-
erate the most effective decisions. When 
first introduced, automated underwriting 
systems were heralded as the answer to 
easing the chokepoint of underwriting, 
but only for “plain vanilla” applications. 
This however soon changed as more and 



more programs were introduced and the 
use of and payment for these programs 
became more competitive. At the same 
time the process failed to address the 
issues associated with the data that was 
input into the system and the probability 
that if incorrect or inaccurate data was 
input, the results would be bad as well.  

During the booming days of the mid 
2000s, these programs were used and 
abused by every lender.  It is important to 
remember that these programs were not 
neural networks that “learned” from each 
loan underwritten, but were merely rules 
based engines.  In other words, garbage 
in resulted in garbage out.

In reviewing numerous files generated 
by investor lawsuits it is all too common 
to find income input that was miscal-
culated, copied incorrectly or just plain 
fraudulent. This was also true of assets 
and other areas focused on underwriting. 
Often there were numerous AUS reports 
in the files that were obviously rerun with 
different information until such time as 
an approval was generated.  This result 
was then used to approve the loan. 

Another issue with this technology 
was the failure to complete the informa-
tion about the application required by 
these AUS approvals. All too frequently 
the output of the system would require 
additional information or provide direc-
tion on requirements to be met prior to 
closing. These were rarely found in the 
file.  Furthermore, when these programs 
referred these loans to underwriters, 
rather than analyze the issues they were 
just approved; most with no compen-
sating factors identified. Whether you 
believe this was due to pressure from 
loan officers and production managers 
or just plain bad underwriting, the end 
result was that far too many loans were 
approved that should not have been.

An unintended consequence of this 
technology was the reduction in human 
underwriters who have been trained 
in the effective ways to analyze credit 
risk. Because of the volume and pres-
sure, most of the individuals generating 
underwriting approvals were mere point 
and click junior processors.  They didn’t 
understand the impact of bad data or the 
potential impact of inaccurate results. 
Unfortunately, the data from these poorly 
underwritten loans was used to generate 

ficers or account execs as well as for the 
company. If at any time an underwriter 
or quality analyst questioned the decision 
for maintaining a relationship with any 
questionable supplier, they were repeat-
edly told that they were not being a “team 
player” and it was for the betterment of 
the company that the relationship would 
continue.  

The fact that these risks were not seen 
as real “risks” was evident in the testimo-
ny provided to Congress in the hearings 
that followed the collapse.  The phrase 
“originate and sell” became synonymous 
with the failure of the loan origination 
process, which ignored the third party 
risks and the controls which were to be 
in place.  

3.) Total Failure of Quality Control
Without a doubt, this was the most 

significant and devastating failure of the 
entire crisis. This failure, more than any 
other, drove the acceptance of loans that 
were clearly fraudulent and/or inconsis-
tent with the risks defined by credit pol-
icy. When as many as 90% of the loans 
in any RMBS fail to meet the guidelines 
they are represented to meet, the produc-
tion process is clearly out of control. Yet 
none of the quality control processes that 
were supposed to be in place, such as 
the review of files prior to purchase by 
correspondent lenders, the standard post-
closing program and/or the due diligence 
process were effective in preventing or 
controlling the massive amounts of ex-
ceptionally poor quality loans from being 
sold and included in RMBS deals. 

The responsibility for this failure rests 
completely and solidly on the shoulders 
of Fannie Mae, Freddie Mac and FHA.  
These entities have been responsible for 
dictating to lenders how the post-close 
QC process was to be conducted since its 
inception by Fannie Mae in 1985. Even 
though it was founded on antiquated 
“auditing” techniques that provided no 
operational assessments, any effort on 
the part of companies and/or individuals 
to change these requirements were met 
with a stone wall of resistance.  

The potential failure of the program 
was clearly evident beginning with the 
fact that the methodology was based on 
what these agencies wanted to review 
rather than allowing lenders to focus the 
program on their own risks.  Further-

data that was used in the secondary mar-
ket for selling the loans. When this sales 
staff generated information showing 
DTIs averaging 40%, they believed that 
the number was accurate. They didn’t 
know, and never asked, if these number 
were correct when in fact many times, 
and in some cases, as many as 65% or 
more, were not.  

2.) Failing to control counterparty 
and third party risk

There are no systems, or very few 
anyway, that are closed end systems. In 
other words, every system needs inputs 
and produces outputs that can be used in 
another, or greater system. This is true 
for mortgage origination and servicing. 
However, when we take the outputs 
of one system and introduce it into an-
other, we open that system to risks that 
may not naturally be present. When we 
provide our outputs to others to help us 
address risks, we open ourselves up to 
their risks as well. The only way these 
risks can be managed is through a solid 
operational risk management program. 
The traditional approach to control these 
risks is through a vigorous selection and 
monitoring system. Unfortunately, the 
processes necessary for controlling these 
risks were inadequate or not present at all 
and these control points failed.  

In conducting our root cause analysis 
of this process it becomes very obvious 
why. The original controls established 
made sense and were focused on doing 
business with only those companies that 
met the strictest criteria. In addition, the 
system was designed to evaluate the out-
put they delivered to ensure only prod-
ucts meeting each company’s standards 
were accepted.  This should have resulted 
in effectively managing the risk.  

Unfortunately, these controls, while 
existing on paper, were not followed or 
enforced by senior executives. Many 
times loans from brokers or other lenders 
were found to contain false information 
yet these lenders and/or brokers were 
not eliminated from the program. All too 
often the refrain of “but they couldn’t be 
committing fraud, they are one of our 
best clients/producers” echoed through 
executive conference rooms. These cries 
were not based on the quality of the prod-
ucts themselves but on the amount of 
revenue they generated for these loan of-



develop stronger reporting tools and 
standards by which they can measure and 
compare their lender/broker base. 

Probability the issue will create an-
other crisis soon:  medium

4.) Effective Quality Control and Due 
Diligence programs

Despite the fact that the agencies have 
made several changes and added words 
reflecting modern QC techniques, to-
day’s dictated quality control programs 
continue to result in an abysmal failure.  
In reality, they have done nothing that 
fixes the problems with the previous 
program.  What they have done instead is 
create a stronger base on which to reject 
loans that they don’t like without provid-
ing direction to lenders on how to utilize 
these new requirements.  Basically what 
they have done is similar to a piano 
teacher showing a student some basic 
key strokes and scales and then placing 
Beethoven’s 9th Symphony in front of 
them and saying “now play and if you get 
it wrong you will be punished”.  

While the basic flaws in the program 
are many there are some that stand out 
like a sore thumb.  For example, they 
have embedded the terms “Quality 
Manufacturing” into the program along 
with the use of the term “defects”.  From 
here they identified what they believe to 
be defects that lenders must identify in 
their reviews.  Next they must calculate 
these “defects” to arrive at an “error” 
rate.  Anyone who has any knowledge 
of actual quality management principles 
knows that this is wrong.

A.) Defects are process failures that 
impact the actual performance of the 
product.  When questioned about how 
they determined the defects were identi-
fied as impacting loan performance they 
responded that “someone must have 
done it.”  Once again lenders are faced 
with focusing on the issues Fannie, Fred-
die and FHA are worried about, not their 
own concerns.

B.) Calculating error rates is another 
flaw.  Quality management and Six Sig-
ma calculate error rates as the percentage 
resulting from dividing the number of 
errors by the number of opportunities for 
error.  For example, if there is one pos-
sible defect per loan and 100 loans of 
which 10 have that error, then your error 
rate is 10% or 10 divided by 100.  The 

complex identification of defects and the 
equally complex classification system 
that each lender has to develop leave the 
results open to manipulations and errors.  

C.) The reporting requirements are 
focused on providing trends to manage-
ment.  However, the flawed sampling 
parameters, the lack of understanding 
of statistical control methods, ranges of 
variation and random errors means that 
any trending reports are so inaccurate 
they are meaningless. 

D.) The pre-funding review process 
is a joke.  Since they do not understand 
QM at all, the agencies do not compre-
hend the uselessness of these inspections.  
Management on the other hand, and 
rightly so, see these as another expense 
with no value added.  Rather than try and 
“catch” mistakes on individual loans, 
the effort would be much better spent on 
analyzing the process.  

E.) Conducting a “root cause analysis” 
on each error.  This leads to nothing but 
wasted effort due to the totally flawed 
sample and review requirements.  For 
example, one lender recently found 11 
files with the same underwriting issue 
but rather than attacking this as a process 
problem, they conducted a root cause 
analysis of every one of the findings.  Of 
course, none of the results were the same.  
At the end of the day these changes have 
really done nothing but add cost and 
wasted effort.

Probability the issue will create an-
other crisis soon:  extremely high

So what have we learned from this 
analysis; will there by another crisis in 
the not so distant future. The answer to 
that is “probably.” After all, the obvious 
and overstated issues of the 2007 crisis 
either still exist and others, such as “no 
doc” loans, and “stated income” are be-
ginning to re-emerge. Private investors 
are once again peeking out of the rabbit 

hole they ran down in 2009 and 2010.  
Unfortunately, while there are new 

requirements in place, many of the truly 
needed operational controls are still in the 
hands of senior executives. To prevent 
even the threat of another crisis these 
individuals must take on the accountabil-
ity for something other than profitability 
within their organization.  This means 
leading initiatives that develop industry 
wide operational control standards and 
benchmarks for regulator and investor 
expectations.  As a result, the industry 
would have comparative analytics to 
determine conformance to requirements 
and quality excellence.

They must also individually develop 
quality control programs based on their 
own risks and controls to ensure they are 
getting reports that provide meaningful 
and useful direction on producing qual-
ity products. We must break from the 
chokeholds that are agency requirements 
and individually determine what is best 
for each of us.  

Lenders and investors alike must 
recognize the operational risks in every 
process that increase the likelihood of 
financial impact and establish a means 
to account for it financially.  Whether it 
is a higher price for product excellence, 
a cost benefit for improvements or an 
ROI measurement, until this is built in 
these risks will just be seen as a “cost 
of doing business” and will continue to 
increase every year.  

Overall our analysis shows that the 
probability is much higher than it should 
or could be if executives focused on the 
operational risks within their organiza-
tions.  Whether the industry leadership 
along with each individual executive, 
take these issues to heart and institute 
strong operational controls is still an open 
question.  Hopefully it will be answered 
in our favor. v
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The New 
Face of Mortgage 
Marketing

Y ou’re faced with a difficult 
choice. On the one hand, 
with fierce competition 
intensifying to attract new 

borrowers, you need to use every mar-
keting tool at your disposal to drive 
high-quality business to the point-of-
sale. On the other hand, a flood of new 
rules and regulation is seriously im-
pacting how you can and can’t market 
to prospective borrowers. 

Until now relatively little attention 
has been paid to the laws and rules 
that bear upon mortgage marketing. 
There’s an array of mortgage-specific 
regulations that constrain marketing 
activity, notably certain provisions of 
the SAFE Act. Looking beyond the 

mortgage market, we find yet more 
regulations (at both the federal and 
state level) that come into play. The 
bottom line is that we are now operat-
ing in an environment where mortgage 
marketing attracts greater scrutiny than 
ever before - not only by regulatory 
authorities, but also by trade associa-
tions and consumer groups. 

What follows is not intended to be a 
comprehensive or authoritative survey 
of the law as it currently stands. The 
writer is not a lawyer and this is not 
meant to be an exhaustive review of all 
laws impacting mortgage marketing. 
It’s simply an indication of the scope 
and type of pitfalls that await the un-
wary. 

Until now relatively little attention has been paid to the laws and 
rules that bear upon mortgage marketing.

By Brandon Perry



The Secure and Fair Enforcement for 
Mortgage Licensing (SAFE) Act of 2008  
“is designed to enhance consumer protection 
and reduce fraud by encouraging states  
to establish minimum standards.”

Licensing And Legal Disclosure
The Secure and Fair Enforcement for 

Mortgage Licensing (SAFE) Act of 2008 
“is designed to enhance consumer pro-
tection and reduce fraud by encouraging 
states to establish minimum standards 
for the licensing and registration of state-
licensed mortgage loan originators.. The 
major consequence of the Act was the 
establishment of the National Mortgage 
Licensing System (NMLS) and Registry. 
An originator’s NMLS number must 
now be displayed in specific relationship 
to their name and contact information on 
all outbound marketing communications. 

In addition, marketing communica-
tions must incorporate the relevant legal 
disclosure per jurisdiction in which the 
company operates. How and where this 
information is displayed is typically indi-
cated in state law, down to details such as 

Improvement Act followed in 2007, 
which tightened a key provision in the 
consumer’s favor: they need only register 
once, for life. Many states have introduced 
complementary measures, including Do 
Not Mail legislation that typically creates 
a consumer registry at the state level. 

The CAN-SPAM Act of 2003 sets 
rules for the commercial use of email, 
which it defines as “any electronic mail 
message the primary purpose of which is 
the commercial advertisement or promo-
tion of a commercial product or service”. 
Among the law’s key provisions are pro-
hibitions on the use of false or misleading 
header information and deceptive subject 
lines plus, perhaps most significantly, the 
requirement for a clear and conspicuous 
mechanism for the recipient to opt out 
of future emails, either selectively or in 
their entirety – which many do, raising 

dered this approach inadequate. Apart 
from which, blanket prohibitions were 
never likely to be effective. In the first 
place they run counter to human nature; 
people forget – and punishment after 
the fact is too late since the damage is 
already done. More significantly, speed 
to market is lost. Windows of opportu-
nity open and close so quickly in today’s 
roller coaster mortgage market that even 
a brief delay can be disastrous. In any 
case, this is a highly inefficient solution, 
expensive to administer and wasteful of 
human resources. 

What if there was a way to get the mar-
keting compliance issues handled that at 
the same time brings with it the benefit of 
superior operational efficiency? 

Copyright Law
We all know that we can’t reproduce 

copyrighted language – at least not 

minimum font size. Originators must, of 
course, be licensed to operate in a partic-
ular state before they can communicate 
with anyone living in that state. 

Data Protection And Privacy
The Financial Services Moderniza-

tion Act (commonly known as Gramm-
Leach-Bliley, or simply GLB) became 
federal law in 1999. Title V of the Act 
covers issues of data privacy, including 
giving consumers certain opt-out rights 
regarding their non-personal public 
information. It is clear from the Act’s 
language that the responsible party is 
deemed to be the financial institution 
rather than individual sales agents or 
marketing executives. 

The Telephone Consumer Protection 
Act of 1991 was the first to introduce 
controls on the unwelcome attentions of 
telemarketing operators. The Do-Not-
Call Implementation Act came in 2003, 
which established the FTC’s “National 
Do Not Call Registry”. The Do-Not-Call 

serious questions about the effectiveness 
of email as a business-to-consumer mar-
keting medium. 

Brand Management
Regulatory compliance is one thing, 

but professionalism and adherence to 
corporate brand standards must also be 
assured. The topic is raised here since this 
is a natural although non-legal extension 
of the other issues discussed: the solu-
tions are going to come from similar pro-
cesses of management control to those 
that meet the challenges of compliance. 

Mortgage Marketing Compliance 
For some mortgage bankers – anx-

ious to avoid costly lawsuits or simply 
to maintain (or restore) their reputation 
for transparency and professionalism - 
the response to the ever-tightening reg-
ulatory environment has been to issue 
policy statements to loan originators 
and/or require them to obtain approval 
before doing anything. 

Clearly the MAP Final Rule has ren-

without first obtaining permission from 
the copyright holder. What many don’t 
know is that photographs and other im-
ages of celebrities (alive or dead) are 
also typically protected under copyright 
law or under various “rights of publicity” 
laws, which can vary from state to state. 
In general, unless specific permission is 
granted, you may not use the image of a 
celebrity in marketing communications 
of any kind. Even if you own both a pho-
tograph of a celebrity and the copyright 
of the photograph, it still doesn’t give 
you the right to do anything with it in the 
absence of proper approval by the celeb-
rity or their licensing agent. 

Although not a copyright issue as 
such, it‘s also necessary to guard against 
the use of offensive language and graph-
ics in marketing communications. These 
too can lead to legal entanglements – or at 
least they can become a source of serious 
embarrassment to the mortgage banker. 

It’s clear that the tentacles of regula-
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tion are now reaching into all aspects 
of mortgage operations, not least the 
marketing side. The days are long gone 
when a mortgage banker could turn loan 
originators loose to do their own market-
ing. In the new world this is simply too 
dangerous. 

Management has to take an active role 
in ensuring the company’s brands and its 
products are correctly and compliantly 
represented in the marketplace. Outbound 
communications with prospects, custom-
ers and referral partners – whether driven 
from the center or by originators – must 
be controlled, without inhibiting genuine 
creativity and individual initiative. 

So how does a mortgage banker es-
tablish a controlled environment that 
ensures sales and marketing people are 
adhering to all relevant regulations, but at 
the same time still allows ingenuity and 
enterprise to flourish? Simple oversight 
of all outbound marketing - including 
variable communication content, such 
as personalized copy and graphics – is a 
good start, but it’s not enough. 

What’s needed is rules-driven technol-
ogy – a compliance-centric corporate 
marketing solution -- that handles the 
regulatory requirements, thereby mini-
mizing reliance on human intelligence. 

This technology needs to provide 
graded levels of control over the players 
in the marketing process. Management 
simply has to decide what degree of con-
trol to exercise in relation to each of the 
system’s key functions. 

The levels of management control might 
follow the pattern below, working down 
from the most to the least restrictive: 
1. Prohibition: Different types of users can 
be prevented from accessing specific system 
functions by means of a customizable 
“permissions” capability. 
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Brandon brings over 16 years of experience in various financial 
services industries to TTP which enhances the Company’s 
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customers with an advanced marketing solution.

marketing automation solution that sup-
ports you and your specific initiatives to 
address market conditions. Each person 
in your organization that is involved with 
driving growth is empowered to focus on 
what they do best

For example, Loan Originators are 
free to close more loans, instead of 
having to create custom marketing ma-
terials. C-level executives are present-
ed with sophisticated, yet easy to use 
tools for more effective oversight and 
management, while marketing manag-
ers can demonstrate their marketing 
genius and compliantly maintain brand 
consistency across the entire organiza-
tion.  The right marketing automation 
provides the ability to:

>> Establish consistent long-term
profitability

>> Yield unseen business opportunities
>> Leapfrog the competition
>> Reduce marketing compliance risk
>> Attract new talent and retain top

producers
>> Automate company branded mar-

keting
In today’s market with intense compe-

tition, mortgage companies cannot afford 
to stop marketing to prospective borrow-
ers.  The key is having the right tools and 
partner to deliver compliance and control 
in their mortgage marketing efforts. v

2. Authorization: Marketing materials 
cre-ated by users at lower levels in the 
cor-porate hierarchy cannot be 
implemented until approved at the center.
3. Alerts: A defined set of fields is 
monitored and changes are reported via an 
online feed, enabling quick action to rem-
edy any departure from company policy. 
4. Oversight: Users at higher levels in the 
hierarchy can “impersonate” users at low-
er levels, giving management an instant 
window on the activities of originators
5. Reporting: A dashboard of mis- 
sion-critical metrics provides informa-
tion that allows management to hold 
users at lower levels accountable for 
their performance. 
6. Audit Trail: Online access to a 
real-time log of actions taken by users, 
including copies of all-outbound mar-
keting communications (per the MAP 
Final Rule). 

Finally, in order to close the circle on 
this vital issue, management should im-
plement a regime of regular instruction 
and training on both current law and how 
the company’s marketing technology en-
ables compliance, ensuring that everyone 
involved remains fully conversant with 
their role and responsibilities in mitigat-
ing the inherent risks. 

The right marketing automation pro-
vider delivers a proven enterprise-wide 
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