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Good Technology Makes A Difference

A lot of people in the mortgage industry don't put a premium on 
technology innovation. Innovative technology is getting recognized. 
For example, FormFree Holdings Corporation, a provider of 

 automated deposit and asset verifications, is excited to announce that Wells 
Fargo, the largest mortgage lender in the U.S., has announced acceptance of 
FormFree’s AccountChek Asset Report for ALL product types for 
correspondent delivery according to the Jan. 26Th Wells Fargo “Newsflash” 
bulletin.
   “We are delighted to receive official acceptance and be named in Wells 
Fargo’s recent Newsflash publication. AccountChek is leading the charge in 
third party asset verifications with our patented solution,” said Brent Chandler, 
CEO of FormFree. This announcement is the latest in a series of investor 
approvals including Fannie Mae, Freddie Mac, Chase, PennyMac, and others.
   The first and only patented verification of deposits and assets (VODA) 
solution in the marketplace, AccountChek collects data directly from virtually 
any financial institution and provides lenders and investors with ATR/QM 
compliant electronic verifications in an easy to use format that is generated 
within minutes. Designed to be used in tandem with credit reports, the 
AccountChek Asset Report includes a borrower’s running balances, deposits 
and withdrawals, non-sufficient funds and large deposit notifications and many 
other details, giving lenders and investors a clearer picture of a borrower’s 
finances and simplifying the underwriting decision process.

 

  

   

  With greater accountability around ATR and QM, lenders and GSE’s are 
focused on fraud mitigation and regulatory compliance (by accessing direct 
source data). AccountChek streamlines the current method of paper-based 
asset verification. AccountChek increases efficiency, reduces buyback 
exposure and improves borrower satisfaction with the lending process. Good 
technology makes a difference. v

EDITOR’S NOTES
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Recovery Tips

Any mortgage professional can attest to 
the overwhelming amount of paperwork 
associated with the closing process. For 

consumers, this final step to homeownership has 
become notorious for causing confusion and even 
surprises in the form of unexpected costs. In an 
effort to assess how the industry can reduce the 
complexity of this arduous process, the Consumer 
Financial Protection Bureau (CFPB) introduced its 
mortgage eClosing pilot, with seven financial in-
stitutions and four technology vendors participat-
ing in this program. While the closing is just one 
portion of the mortgage, this pilot could be key to 
proving the value electronic records, e-signatures, 
electronic workflows and even electronic notari-
zations can have, bringing to light trends that are 
critical to the mortgage lending world as a whole.

The eClosing pilot went live at the beginning of 
the year, and is exploring how the use of technology 
during the closing process can reduce frustration 
for consumers, improve their understanding and, 
at the same time, help lenders uphold compliance. 
Stemming from the CFPB’s Know Before You Owe 
initiative, it is largely expected among industry pro-
fessionals for this pilot to, in fact, demonstrate that 
electronic processes accomplishes these goals. 

In addition to the value of modern technology, 
the eClosing pilot is demonstrating the importance 
of accurate data. To this point, the primary focus 
for lenders has been on completing and delivering 
disclosure forms three days prior to the closing; 
however, if the data is not accurate, costly and frus-
trating delays remain inevitable. In the worst cases, 
legal repercussions may occur as a result of inac-
curate data on closing forms, which is often simply 
the result of human error. Electronic processes and 
the use of automated documents significantly re-
duce these types of errors – not to mention, enable 
lenders to complete forms more quickly. Accuracy 
of data is intended to mitigate risk for lenders and 
to eliminate any surprises at the closing. 

Electronic documents are much more than 

PDFs emailed back and forth, but rather intelligent 
documents that further protect lenders by facilitat-
ing clear timestamps to show who did what, and 
when they did it. What makes these documents 
“intelligent” is that the source XML data that is 
used to generate the document can be embedded 
within the document.  This is important as it can 
be used later to be re-verified for compliance or 
electronically boarded to other systems elimi-
nating the need to scan them, and have Optical 
Character Recognition (OCR) to extract data or 
re-key information. Having this type of automa-
tion enables lenders to reconcile that data between 
initial disclosure and final closing disclosure, mak-
ing sure that the Good Faith Estimate (GFE), Truth 
in Lending (TIL) and APR are within the tolerance 
thresholds. Electronically performing this process 

is imperative for lenders; without accurate data, the 
chance that the closing cost will match the initial 
GFE is much less, causing delays in closing, incur 
fees and experience many other penalties.

Many documents require signatures from mul-
tiple parties, which means they are passed through 
a number of hands, making it easy for a mistake 
to occur.  Automation and electronic workflows 
prevent common human errors like losing pages 
or missing a signature, and also provide lenders 
more visibility – they can simply log into a sys-
tem to see status updates of all activities for every 
transaction, bringing more accountability to their 

The CFPB eClosing Pilot
What does the recently launched CFPB e-closing pilot 
really say thus far, and what may it reveal?

By  Melanie Feliciano and Tim Anderson

The eClosing pilot went 
live at the beginning of 
the year, and is exploring 
how the use of technology 
during the closing process 
can reduce frustration for 
consumers.
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ps businesses. Automated documents mean an automated 
paper trail, which is critical to lenders to prove they fol-
lowed compliance.

A primary objective for the CFPB with the eClosing 
pilot is to evaluate ways to promote better consumer 
understanding of the mortgage process and the count-
less documents involved. Even for the savviest bor-
rower – receiving a stack of paper documents with the 
expectation to review and comprehend its contents is a 
tall order. In addition to electronic processes in general, 
the pilot is experimenting with new methods to help 
borrowers gain a stronger under-
standing before they reach the final 
closing. For instance, can interac-
tive links throughout the electronic 
forms offer guidance and educa-
tion? Would borrowers be recep-
tive to summaries, term definitions 
and process explanations within 
electronic documents? How about 
correlating videos? 

Evaluating these tech-focused 
options is how the CFPB is aiming 
to protect consumers and create a 
smoother process for the consumer 
and lender alike. In addition to con-
tributing to enhancing borrower 
comprehension, electronic docu-
ments make it possible for consum-
ers to receive documents from the 
lender faster, and therefore, have 
more time to review them earlier 
than they otherwise could if being 
mailed the paperwork. This could 
mean that by the time the closing 
rolls around, consumers could have 
already read and even signed up to 85 percent of the 
documents – and better understand what they are sign-
ing, rather than feeling rushed to sign documents they 
do not fully comprehend at the closing table.

It is widely acknowledged that fraud is a growing 
problem for the entire financial services industry. The 
mortgage lending process is particularly at risk, as doc-
uments carry copious amounts of consumers’ sensitive 
financial data. An electronic closing process will help to 

make transactions more efficient, while simultaneously 
making them more secure and mitigating a number of 
risks, from repudiation risk to other types of fraud. 
Paper documents can easily be misplaced and wet 
signatures are much easier than electronic signatures to 
forge. Automated technology hinders fraudsters’ ability 
to tamper with documents, as well as requires levels of 
authentication for users that simply are not possible to 
enforce with paper.

As financial institutions continue to deal with 
lawsuits – some up to a billion dollars – from the 

robosigning that occurred, the 
need for more standardized and 
automated processes is under-
lined. Compliance requirements 
combined with the adoption of 
electronic processes – complete 
with time and date stamps and 
audit trails – will prevent unau-
thorized individuals from illegally 
executing or notarizing closing 
forms.  Furthermore, a full, 
electronic process that captures 
proper authentication of the bor-
rower executing the closing forms 
will help to document compliance 
with mortgage lending laws while 
mitigating risk during the mort-
gage origination process.

Although the closing is just one 
part of the mortgage process, the 
results from this pilot program will 
potentially demonstrate how elec-
tronic processes can benefit the 
entire mortgage transaction. There 
are hopes that the outcomes of this 

pilot could propel us toward fully electronic mortgage 
processes in the near future. The technology is there. 
The need is there. As is the desire from both sides – in-
dustry professionals and consumers. With the amount 
of time all mortgage companies have invested in updat-
ing their processes, policies and technology to accom-
modate the changing landscape, the establishment of a 
true e-mortgage, used across the board, would certainly 
prove a win-win for everyone.v

There are hopes 
that the outcomes 
of this pilot could 
propel us toward 
fully electronic 
mortgage processes 
in the near future.

Tim Anderson is Director of eServices, DocMagic. He brings over 30 years of industry experience having 
worked on both the lender and vendor side of the business. He has held executive management positions with 
LPS, Stewart, Fidelity, FreddieMac and HomeSide Lending where he ran the eCommerce Division and worked at 
technology companies like Dexma, Microsoft and Tuttle Information Services.

Melanie Feliciano is a 2014 voluntary board member for the Electronic Signature and Records Association 
(ESRA), the premier trade association representing electronic signature adopters and providers. She is 
chief legal officer for Carson, Calif.-based DocMagic, Inc., a provider of solutions for the national mortgage 
industry’s most pressing document production needs. In her role as chief legal officer, she manages the 
Legal and Compliance Department.
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Your Voice

You may have heard that on February 
18, the U.S. Department of Housing 
and Urban Development (HUD) 
scooped out its annual serving of 

money as part of the Indian Housing Block 
Grant (IHBG) initiative. This year, more than 
$651 million was distributed to 586 tribes 
across 34 states.
   HUD issued a press release that described 
the program using this language: “Eligible 
activities for the funds include housing 
development, assistance to housing developed 
under the Indian Housing Program of the 1937 
Housing Act, housing services to eligible 
families and individuals, housing management 
services, crime prevention and safety, and 
model activities that provide creative 
approaches to solving affordable housing 
problems. The block grant approach to 
housing was enabled by the Native American 
Housing Assistance and Self Determination 
Act of 1996 (NAHASDA).”
   The same press release offered this quote 
from HUD Secretary Julián Castro: “Our 
nation is at its best when everyone has a fair 
chance to thrive. These funds will support the 
innovative work Native American tribes and 
families are doing to build a more prosperous 
future. Our partnership with these local leaders 
today will create better housing opportunities, 
more robust economic development and 
stronger communities tomorrow.”
   Okay, so let’s try to make sense of this. 
Federal assistance for tribal housing stretches 
back to the 1937 Housing Act, and the block 
program has been around since NAHASDA 
became law in 1996, but Secretary Castro is 
talking about creating better housing 
opportunities on tribal lands for tomorrow? 
What’s wrong with this picture? After all of 
this time and all of the money poured into 

  

  

  

Indian housing, shouldn’t this sector of the 
economy be able to stand on its own feet by 
now without continued federal aid?
The central problem here is poverty and 
limited economic opportunities for the 
residents of tribal lands. According to the 
various data sources that track this 
demographic, more than 25 percent of 
American Indians are living in poverty and 
only 61.6 percent of native adults are either 
part of the workforce or are actively looking 
for employment. As of the third quarter of 
2014, American Indian unemployment was at 
11 percent – the national rate was 6.2 percent.

 

And why is this situation so horrendous? Last 
year, Shawn Regan, a research fellow at the 
Property and Environment Research Center, 
published an article in Forbes to detail why 
this situation is so acute. Regan identified five 
key reasons why American Indians are 
lagging so far behind other sectors of the 
population: Indian lands are owned and 

The Failure of HUD's Indian Policy 
The central problem here is poverty and limited economic 
opportunities for the residents of tribal lands.

By Phil Hall

IHBG and 
NAHASDA are not 
making this situation 
better – in fact, they 
have taken a travesty 
and prolonged it
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alas, managed by the federal government, which is 
no one’s idea of a good property manager; nearly 
all aspects of economic development on tribal 
lands fall under Uncle Sam’s control; the tribal 
lands operate under complex legal systems 
(created by Washington) that hinder growth, 
especially independent economic development; 
Washington has a long history of mismanaging 
native funds; and, in areas where energy 
development could bring in riches, the federal 
government has done everything possible to 
prevent such development from occurring.
   Regan might have included a sixth problem: 
federal laws prevent Native Americans from easily 
pursuing the American Dream. Because much of 
the land in Indian Country is held in trust by the 
federal government, tribes have no right to sell the 
land they live on. This prevents traditional 
mortgage lending on Indian reservations. 
Furthermore, if the property is held in trust, the 
tribe must issue a 50-year lease to its member 
seeking to build a home – but only after getting 
the approval from the Bureau of Indian Affairs. 

   

  

The home and the leasehold interest are then 
mortgaged, but the land must remain in trust for 
the tribe.
   “Though NAHASDA provides us and many 
other tribes and tribal housing entities valuable 
resources, because of stagnant and reduced 
funding levels as well as flawed funding allocation 
methods, we and a large number of other tribes 
today have the worst housing in the United States. 
NAHASDA funding levels limit us to building on 
average no more than 30 to 40 units a year, yet we 
currently need 4,000 new units and 1,000 homes 
repaired. The result is that we now have the most 
overcrowded housing in this country.”
   Instead of the annual ceremony of dumping 
hundreds of millions of dollars into a system that 
is not making life better for the nation’s poorest 
demographic, maybe it is time to step back, get out 
the toolbox and start to build a better way for 
American Indians to share in the benefits of 
homeownership. IHBG and NAHASDA are not 
making this situation better – in fact, they have 
taken a travesty and prolonged it.  v

Phil Hall has been (among other things) a United Nations-based radio journalist, the 
president of a public relations and marketing agency, a financial magazine editor, the author 
of six books and a horror movie actor. Also, as you will discover, he is not shy about stating 
his views.
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MARKET PULSE

How To Nurture A Lead

M any people don't 
know much about 
lead generation.

  Want to accelerate the 
process of turning leads into 
customers? Consider using a 
strategically timed story, 
suggests Marketo in the 
following infographic.
To prepare your narrative, be 
sure to use a story arc that 
considers the early, mid, and 
late stages of the buying 
process.
  "New leads and customers 
are all at different stages of the 
buying process, so tailor your 
messages and materials to best 
suit their needs," suggests 
Marketo.
  Next, decide what type of 
story to tell and to whom.
Choose from the red-carpet 
track (treating leads like 
celebrities), sales-nado track 
(picking up stagnant 
prospects), detective track 
(building systems that can 
follow a lead's trail), and the 
sleeping beauty track (sending 
targeted content to sleeping 
contents).
   Read more about creating a 
narrative and its elements in 
the infographic:
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Process Improvement

t is time for a change. The mortgage 
process is still a mystery to many. 
ClosingCorp, a provider of residential real  

   
   

 estate closing cost data and technology for the 
mortgage and real estate services industries, 
released the results of a nationwide survey which 
reveals that approximately two-thirds of 
Millennials, adults between the ages of 18-34, 
who plan to buy a home are unaware of closing 
costs. The survey also found that across all adult 
age brackets, more than one-third of potential 
homeowners are “Not Very” or “Not At All” 
aware of closing costs. 
   “Much has been written about Millennials 
because they are the largest generation so far in 

 

realtor, lender, title and other settlement fees 
also have a significant impact on the down 
payment and cash outflow from the borrower 
perspective Not understanding how 
everything is related can be a real impediment 
for first-time homebuyers who want to get 
into the market.”
   The “ClosingCorp National Closing Costs 
Survey” of more than 1,000 adults, also 
showed that most people learn about closing 
costs from realtors, or by doing their own 
research. In fact, Millennial homeowners are 
more likely to learn about closing costs from a 
realtor as opposed to a lender by a ratio of 
nearly two-to-one.

   

   

   “This study is very interesting in that it shows 
Millennials are more dependent on realtors than 
previously presumed,” said Benson. “We know 
they are more tech-savvy than their predecessors, 
so we believe this really highlights the 
complexity of a residential real estate transaction. 
Whether they are researching a home on their 
own or getting help from an interested third 
party, the bottom line is that people need access 
to the correct information, and it needs to be 
simple for them to understand. With the 
upcoming changes to the disclosure process 
being made by the Consumer Financial Pro-

  

A Wakeup Call
The mortgage process itself is a source of frustration for 
too many borrowers and that has to change. 

By Tony Garritano

This study is very interesting in that it shows Millennials are 
more dependent on realtors than previously presumed. We 
know they are more tech-savvy than their predecessors. 

I

U.S. history, and their longstanding impact on 
the real estate market and economy is going to 
be huge,” said Brian Benson, CEO of 
ClosingCorp. “Their buying behaviors are 
much different than previous generations, and 
of particular concern to the industry is that 
they are waiting longer to buy their first 
homes.
   This study emphasizes the need to better 
educate Millennials, and really all consumers 
in general, on the real estate closing process. 
While interest rates are often the driving force 
in initiating a real estate transaction, the  

   

   





tection Bureau this August, we as an industry 
should be stepping up our proactive education 
efforts to ensure homebuyers are fully prepared to 
make the most significant financial transaction of 
their lives."
   I find all of this very troubling. Borrowers 
shouldn’t be in the dark about closing costs or other 
parts of the mortgage process. The best way to 
improve this is to automate the origination process 
with technologies like e-signatures. For example, 
Capsilon has launched a new version of its flagship 
product, Capsilon DocVelocity, that includes 
support for the electronic delivery, signing and 
vaulting of borrower disclosures and other 
mortgage-related documents.

   

  

  

  This new version of DocVelocity gives users the 
ability to automatically assemble disclosure 
packages and email them to borrowers to sign 
electronically. Borrowers access the new 
DocVelocity Signing Table, an intuitive user 
interface for electronic signing of mortgage-related 
documents, to provide consent to receive electronic 
disclosures and to review and e-sign the documents.  
Compliant with the Uniform Electronic Transaction 
Act (UETA) and the Electronic Signatures in 
Global and National Commerce Act (E-Sign Act), 
the new DocVelocity electronic transaction 
capabilities further Capsilon’s vision of straight-
through processing (STP) of mortgage loans by 
reducing the labor associated with printing, 
assembling, packaging and shipping documents that 
need to be signed by borrowers. 
   The DocVelocity E-Vault, a secure location 
where legally binding, authoritative copies of 
electronically signed documents and their related 
transaction documents are stored and managed, is 
also new in this latest release of DocVelocity. Fully 

   

   

  

  

integrated with DocVelocity, the DocVelocity E-
Vault protects assets using robust encryption, time-
stamps documents and wraps them with a tamper-
evident sea, maintains an audit trail for every stored 
asset and controls access to these documents with 
customer-defined user privileges.

  

  

 

  

  

    These new E-Signing and E-Vaulting capabilities 
also help lenders demonstrate compliance by 
providing tracking and evidence of electronic 
delivery, proof that disclosures were delivered 
within the required timeframes and support for the 
authenticity and non-repudiation of electronic 
signatures.  
   In addition to the new electronic transaction 
capabilities, this new version of DocVelocity 
includes significant enhancements to the document 
management and document workflow capabilities of 
DocVelocity. These document management 
enhancements include a myriad of new capabilities 
to speed workflow. The bottom line is that we need 
to embrace technology to dramatically improve the 
process for borrowers. v
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The bottom line is that we need 
to embrace technology to 
dramatically improve the 
process for borrowers.

Tony Garritano is Chairman and Founder of PROGRESS in Lending. As a speaker Tony has 
worked hard to inform executives about how technology should be a tool used to further 
business objectives. For over 10 years he has worked as a journalist, researcher and speaker. He 
can be reached via e-mail at tony@ progressinlending.com.
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Future Trends

T he upcoming August 1, 2015, 
deadline for the implementation of 
the Integrated Disclosures is a little 

over 4 months away. In January, I thought that 
this was the opportunity for the mortgage 
industry to embrace change, improve the 
process, and finally move toward a fully 
electronic loan. In February, I wrote that I 
believed that this development might turn out 
to be a missed opportunity. Why do I say that? 
I have a feeling that some are approaching this 

sea change as just another regulatory form 
update. They are missing the point.
   Constant change is a business reality, and 
organizations must continually adapt to their 
environments to stay competitive or risk 
becoming obsolete. Nobody likes change. It 
can be disruptive. You become comfortable 
with the way things work. People believe that 
when they change they instantly become less 
competent, effective, and efficient. But change 
is inevitable. How you handle it depends on 
whether you look at it as a threat or an 
opportunity. 
   If we look through history at the 1960 
presidential election, for example, we see how 
important it is to embrace change. In that 
election the upstart young Senator from 
Massachusetts, John F. Kennedy, beat the 
seated Vice President, Richard Nixon. The key 
turning points of the campaign were the four 
Kennedy-Nixon debates; they were the first 
presidential debates ever and were televised 
nationally. Much has been made since on  

  

 Nixon’s preparations, or lack thereof, for what 
Marshall McLuhan has called the “cool” media 
of television. Cool media requires users to fill 
in more missing information than “hot” media 
based on what they are able to interpret. In this 
case, Nixon continued campaigning until 
shortly before the start of the first debate. 
Despite a recent illness and hospitalization, the 
Vice President declined makeup. I don’t doubt 
that these decisions seemed logical, even 
shrewd to Nixon at the time. Onscreen, 
however, Nixon looked pale and tired, and in 
the cool medium of television, many viewers 
used that visual information to arrive at two 
conclusions: that Nixon was unprepared and 
weary, which in contrast made it easy to 
interpret his opponent as confident, relaxed, 
and forceful in comparison.
   Historians estimate that 70 million viewers 
watched the first debate. While Nixon made 
adjustments in the three subsequent televised 
debates (which included the decision to wear 
television makeup), there were approximately 
20 million fewer viewers to appreciate the 
difference.
   Why do I tell you this story? It shows how 
important it is not only to embrace change, but 
to embrace it as soon as possible. Nixon was 
not used to appearing on television, so he 
prepared as if he was running an old-school 
election operation, where making a few more 
campaign stops seemed like a better use of his 
time than televised debate preparation. In the 
end, we all know the result of that election.
   So, how can you succeed in an environment 
of change? Well, it all boils down to the 
culture of your organization and how it 
manages change. A recent article by Eric 
Feigenbaum at Demand Media stated, 
“Corporate cultures are very powerful things. 
Many businesses don't even realize they have a 
culture because their management has never 
really thought about it—the attitudes and 

  

  

Proactive Response To Change 
Proactive risk management involves carefully analyzing 
a situation to determine the major risks and then 
taking steps to minimize potential damage.

By Roger Gudobba

Risk management involves 
identifying risks, then mitigating 
the risk (i.e. responding 
appropriately) at the same time.
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approaches were just shaped around the founders or 
core personalities in the business. Other companies' 
managements take the time to sit down and 
strategize their culture in order to promote certain 
attitudes and values, such as having proactive 
employees.”
   He goes on to say, “In order for employees to be 
proactive, they have to be empowered. Employees 
must feel they are trusted to do more, make 
decisions and take limited risks. The more people 
feel free to take action, the more likely they will do 
so. Managers should let their teams know they 
support an autonomous, empowered team. Cultures 
of empowerment are proactive cultures. By contrast, 
employees with very limited scopes and duties in a 
more bureaucratic or military-style culture tend to 
stay within their very specific duties and follow only 
clearly outlined procedures.”  
   Being proactive is taking initiative in anticipation 
of future events. Companies that are proactive are 
often trying to avoid a potential future threat or to 
capitalize on a potential future opportunity. Being 
reactive is when the company makes changes after 
some threat or opportunity has already occurred. 
Reacting to the past rather than anticipating the 
future is a very common strategy, or absence of 
strategy, that is sometimes referred to as fire-
fighting. Of course, both proactive and reactive 
management styles can fail. But proactive 
management is preferable because success in 
business requires the willingness to take chances as 
well as the ability to manage risk appropriately.
   The conceptual definition of risk involves change 
in mind, opinion, actions, places, etc. It involves 
choice and the uncertainty that choice entails. It 
concerns future events, both known and unknown, 
and the constraints of cost, schedule, and resource 
limitations.
   As we continue this conversation we need to take a 
step back in time. Let’s identify a common problem 
in our industry and try to solve it using this train of 
thought. Let’s say the problem was a lost or 
misplaced original paper note. The solution was an 
electronic note replacing the paper note. It needed to 
look like the paper note, but have a data payload for 
hands-off processing. The challenge was to tie raw 
and unformatted data to the formatted presentation 
data that would be presented to the borrower. The 
concept of the Category 1 SMART Doc for the 
eNote was a gallant attempt. Its biggest 
accomplishment was to expose the industry to the 
concept of combining data and documents. MISMO 

  

   

   

V3 is a direct result of that effort.
This, in turn, led to the CFPB’s focus on the 

consumer and its work on the Loan Estimate and 
Closing Disclosure. The result is aesthetically 
pleasing documents that the consumer can read and 
understand, and more importantly, documents that 
can be compared easily.  

 Whether your organization is responsible for the 
solution for TILA/RSPA Integrated Disclosures 
  (TRID), or you are relying on a third party to 
provide this solution to your organization, you have 
to ask these key questions.
1.) Is my organization proactive or reactive?
2.) How ingrained is the current culture?
3.) Are the leaders personally committed to the 
change?
4.) Who are all the critical stakeholders and what 
are their roles in the project?
 5.) Does my organization have the capability and   
capacity to make the change?
6.) Will the change actually deliver the required 
documents?
7.) How is this change different, better, or more 
compelling than other proposed changes?
8.) What is your Plan B if it comes to pass that 
Plan A doesn’t work?
   In the end it doesn’t matter if you are building or 
buying a solution to this problem. The key is to be 
proactive and to embrace change. If you are using a 
third party’s solution, you need to know what that 
organization is doing and how that fits within your 
business. If you wait around, you’ll be the one left 
holding the bag. Similarly, if you are building 
something, you should be testing it now. The old 
saying goes: change is the only constant. In 
mortgage, that is so true. We all have to be ready to 
change on a dime these days. And in the end, how 
you react to change will make all the difference in 
the world.
      Next month we will tell you how MISMO 
should be part of your strategy. v

Roger Gudobba has over 25 years of mortgage experience. He is CEO at PROGRESS in Lending 
and Chief Strategy Officer at technology vendor Compliance Systems. Roger is an advocate of 
data standardization and a more data-driven approach to mortgage. Roger can be reached via 
e-mail at rgudobba@ compliancesystems.com.
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Risk management begins long 
before technical work starts. 
Risks are identified and 
prioritized by importance.





PROGRESS in Lending is celebrating its 
5th Annual Innovations Awards Event. 
The mortgage industry really needs inno-

vation these days, but often technology vendors 
don’t know how to go about innovating because 
they’re too busy keeping up with regulatory 
change or with their competitors. It doesn’t have 
to be.

In an article called “The Innovation Game,” the 
author asked readers to imagine you show up to 
work one day and someone asks you if you are 
interested in running with an idea that you have, 
“sure” you say. You are then given a little red box, 
inside you find a pre-paid credit card for $1,000, 
some notebooks, and an innovation guide that 
walks you through a six-step process to go from 
idea to product. You are also able to reach out to 
people at Adobe for help, coaching, and mentor-
ship through a two-day innovation workshop. 
That’s it. Just take the money and show the com-
pany what you were able to come up with.

This isn’t make believe, it’s real. This is the 
new KickStart innovation program launched by 
Mark Randall, the VP of Creativity at Adobe.

Companies have long struggled with innova-
tion, oftentimes relying on just a few people 
within the company to come up with the greatest 
ideas for products and services. The traditional in-
novation process also doesn’t allow for too much 
iteration and development. Mark echoes this quite 
well by stating:

“One of the challenges that large corporations 
have is trying to drive employee motivation to in-
novate. KickStart was an attempt to resolve that 
by looking at the history of what companies have 
done and then removing the obstacles that have 
stood in the way.

Once employees come up with a prototype for 
their idea the next step is to pitch it to executives 

at the company just like an entrepreneur would 
pitch venture capitalists. According to Mark 
only one executive needs to say “yes” to the idea 
which means you can pitch 10 of them, and if the 
10th one says yes, then you’re in business and are 
given the much coveted “blue box.”

What is the value of this type of innovation?
No obstacles
As Mark mentioned above, one of the goals of 

this new innovation process is to entirely remove 
obstacles that stand in the way of creativity and 
innovation. Thus making it much easier to go 
from idea to something tangible.

Create more innovations
If you think about it 100 employees can create 

100 prototypes for $100,000, which is what many 
companies spend on a single prototype that often-
times doesn’t make it to the next level. In this new 
scenario the company can invest the same amount 
of capital and get far more potentials for success.

Build new skills
Even if the employees who participate in the 

innovation program don’t get their ideas funded, 
think about the skills they learn that they can 
bring back to their team. Being able to think 
through the process of creation and innovation is 
a very powerful skill that every employee within 
the company can benefit from. So this is also a 
form of employee training.

Engage employees
Remember, this entire innovation program is 

opt-in, meaning employees volunteer to take part 
in this process. Many employees want to be given 
the opportunity to take on new challenges, to ex-
periment with their ideas, and to be entrepreneurs. 
This creates a much more engaged and active 
workforce that literally shows up to work ready 
to bring their all.

Retain talent

Business Strategies
Talking Innovation
I dare you to look beyond the normal everyday industry 
acronyms to find deeper meaning and a truly better way to 
originate loans.

By Michael Hammond

One of the challenges that large corporations have is trying to 
drive employee motivation to innovate.





Oftentimes employees leave their current roles 
to purse their new ideas, this means losing valuable 
talent and if there’s anything we know about today’s 
business landscape it’s that the war for talent has 
never been greater. This type of an innovation pro-
gram allows employees to stay within Adobe while 
simultaneously giving them the opportunity they 
crave to become entrepreneurs.

Create an adaptive organization
When you have a network of people at your com-

pany who are constantly thinking of new ideas, your 
organization becomes more adaptable and relevant 
and can stay one step ahead of the competition. 

Some of the ideas that Adobe has mentioned 
include:

>> Creating a real-world game in which users 
participate in creative challenges in locations they 
discover through global positioning systems (GPS).

>> Creating video stories that sync images and 
music with mood and emotion.

>> Bringing paper homework assignments into 
the digital world. 

Every orga- nization should have a look at 
their current innovation process and ask themselves 
if every employee is given the resources and the 

opportunity to innovate. When we think about the 
future of work it’s not hard to see why innovation 
should be the responsibility of everyone within the 
company.

Too often I hear buzzwords like end-to-end, 
dynamic documents, MISMO 3.3. What do these 
things really mean and are they innovative? As an 
industry we need to take valuable tools like MISMO 
and find a way to use it to recreate the process.

If we just stay on the topic of MISMO, there are 
so many innovative things that can be done with 
this robust data standard to innovate and improve 
the product, yet people treat it like something to be 
checked off as just another feature that they have 
instead of talking about its benefits and how they 
are using MISMO to comply with RESPA-TILA, for 
example.

Innovation should be fun, like the game I dis-
cussed. It should be creative. Don’t get me wrong, I 
know there are practical reasons why certain things 
can’t be done no matter how innovative they are but 
that shouldn’t stop us from dreaming and looking 
beyond the normal everyday industry acronyms to 
find deeper meaning and a truly better way to origi-
nate loans.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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When we think about the future of work it’s not hard to see why 
innovation should be the responsibility of everyone within the 
company.
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Moving The 
Millennials

For the past 30 years, the housing market has 
always rebounded from the bottom up. First 
time home buyers have to move off of the 
sidelines and buy houses. Once that happens, 
it creates more demand than inventory which 
then starts to create appreciation. Move up 
buyers then move up and this creates 
inventory for the first time home buyers.

BY CHERI BOOTH

Ultimately, the key to the whole 
real estate economy is the first 
time home buyer showing up to 
buy their first house. 



  The challenge now, however, is that 
the move up buyer is not buying. 
Either they don’t have enough equity 
in their home yet or they are still 
unsure about the economy and are not 
willing to take on the risk of a larger 
mortgage payment.

  There is a false illusion today that the 
market is okay. Ultimately, the key to 
the whole real estate economy is the 
first time home buyer showing up to 
buy their first house. If they don’t, the 
entire market stagnates. Builders don’t 
build houses, roofers don’t put on 
roofs, landscape companies don’t 
design yards, fencing companies don’t 
build fences, etc.
  Prior to mortgage meltdown, people 
were standing in line to buy houses. 
Home prices were increasing by 
20-30% in some markets and people 
were buying houses for the wrong 
reasons. It was easy to do because 
they didn’t even need to qualify. 
People were buying for investment 
purposes only because it was the 
single largest appreciating asset on 
their balance sheet and they thought 
they could just sell the house next year 
and make a ton of money. Young 
couples were afraid if they didn’t buy 
at that time, they would soon be priced 
out of the market.
  Now, after mortgage meltdown, 
housing prices are still 10-50% less 
than they were at their peak. A buyer 
still only needs a 3 1/2 % down 
payment and interest rates are still at 
all time lows. So why are first time 
home buyers not standing in line to 
buy houses?
   The first thing that needs to happen 
is that mortgage originators and real 
estate agents need to understand the 
Millennials, this new generation of 

  

   

first time home buyers. From there, 
they have to be prepared to educate 
them, not just pre-qualify them. 
   Originators and real estate agents 
need to adapt to how the Millennial 
thinks and how they learn. This 
generation starts out trusting no one 

   

and they are research maniacs. This 
means that they take forever to make a 
decision. We call them the “YouTube 
generation” because they learn in bite-
size chunks of video and are attached 
to their smart phones and tablets. 
Unfortunately, because they are so 
reliant on the internet for research, 
they are receiving a lot of 
misinformation. One “expert” says it’s 
a great time to buy and another tells 
them they are better off to keep 
renting. They hear on Good Morning 
America that they need a 20% down 
payment. Ultimately, a confused mind 
does nothing and that is what is 
happening.  
   The focus needs to be taken off of 
the decision on whether they should 
buy or keep renting, and instead 
placed on educating them to become 
the most informed renters possible. 
So, whether they are looking to buy 
now, in 5 months or in 5 years, they 
will have a plan in place to become 
home buyer ready.
  The problem with most marketing 
aimed at first time home buyers is that 
it assumes that the consumer has 
already made the decision to buy a 
home. Providing information on what 
an appraisal is and why mortgage 
insurance may be required falls on 
deaf ears when the target audience 
hasn’t even decided whether it makes 
any sense to buy or if they are better 
off renting.
   One of the biggest struggles that an 

   

  

  

originator faces is how to engage with 
the Millennial in the first place. There 
are many great products for first time 
home buyers aimed at providing a rent 
versus buy analysis. For those that are 
ready to buy a home right now, these 
tools are very helpful. The problem, 

  

however, is that many Millennials are 
not sure if they want to buy a home. 
That being the case, sharing a rent 
versus buy analysis does nothing to 
engage this consumer.
   The biggest challenge that we see 
facing originators as they market to 
this Millennial generation is that they 
are going about it all wrong. Many 
don’t understand this generation of 
future home buyers, how they think 
and how they learn.  Originators are 
accustomed to the quick sales cycle of 
the past several years.  Therefore, they 
struggle with what to do or say when 
they have a renter who is not ready to 
buy now, and is unsure if they even 
want to buy a home at all or keep 
renting instead.
   At best, the originator will add them 
to an email drip campaign that 
contains wonderful information on the 
mortgage loan process and why now is 
a great time to buy a home.  The 
problem is those emails are not being 
read or, if they are, the message is 
falling on deaf ears.  First of all, for a 
Millennial who starts out trusting no 
one, an email from someone they have 
no relationship with will just be 
deleted before it’s even read.  
Furthermore, if they haven’t even 
decided if they want to buy a house or 
keep on renting, receiving a 
communication about the appraisal 
process or what is mortgage insurance 
or what not to do when applying for a 
loan just goes to prove that the 

  

  

 

   

The biggest challenge that we see facing originators 
as they market to this Millennial generation is that 
they are going about it all wrong.
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originator does not understand them.
   We have to take an earlier approach 
with the Millennials, understanding 
that they start out trusting no one and 
don’t want to talk to anyone, but 
would rather conduct research 
themselves. Because Millennials take 
longer than any other generation to 
make a decision, originators and real 
estate agents also have to think long 
term and have a way to incubate this 
consumer, all the while showing 
empathy and building trust. The sales 
pipeline needs to be redefined to focus 
on incubating leads that will 
eventually turn into buyers.
   So the questions become, (1) how do 
originators find the Millennials (2) 
what do they say to them once they 
find them, and (3) how to they 
incubate them eventually moving 
them off of the sidelines and into their 
first home.  Even more important we 
believe is how originators reach this 
generation of future homebuyers be-

  

 

fore they’ve made the decision to buy a 
home, when they are in what we call 
the “pre pre-qual phase?”  If originators 
can reach the Millennials at that point, 
employ empathy and build trust 
through and education first approach 
and nurture them along to the point that 
they are home buyer ready, they real 
estate market will be revived.
   In a survey of 318 renters that we 
conducted, we found that 317 of them 
wanted to buy a home at some point. 
The reasons they gave for not doing so 

   

right now were job security, down 
payment, credit score, DTI ratio per 
the guidelines, DTI ratio comfort zone 
(for some that self imposed a stricter 
ratio), misinformation, mobility/
liquidity and “waiting for the bottom”. 
Nowadays that may be waiting for 
inventory, waiting for a promotion, 
etc. Misinformation was the number 
one reason and, we have found over 
the past four years that 22% of the 
time the renter has the ability to buy a 
home, they just didn’t know it.  v

About the Author

Cheri Booth is Vice President of Sales at Path2Buy. With 
over 16 years of experience in the mortgage and real 
estate industries specializing in database management, 
marketing automation and customer loyalty marketing, 
Cheri has a passion for helping her clients grow their 
business to the next level.

In a survey of 318 renters that we conducted, we 
found that 317 of them wanted to buy a home at 
some point.

We have to take an earlier approach with the 
Millennials, understanding that they start out 
trusting no one and don’t want to talk to anyone.
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Right Time

Prospect Conversion 101
Here’s How Technology Can 
Be Working For You 24-7:

BY JIM BLATT

Prospect conversion is one of 
the most important things to 
master if you are looking to 
achieve success as a loan 
originator. In today’s lending 
landscape, top originators often 
rely on sophisticated technology 
systems that work efficiently 
for them behind the scenes. 
Gone are the days of rolodexes 
and writing note after note and 
making calls to keep yourself 
positioned in front of your 
prospect. 



   Once you have mastered obtaining 
prospect leads, the question becomes 
“What do I do with these leads to 
efficiently stay in front of them while 
allowing me the time to continue 
serving my customers and managing 
my business?”
   What many lenders struggle with is 
keeping all of the leads organized and 

  

While these activities are still 
valuable in today’s landscape, a top 
originator simply must have a more 
efficient process that allows them to 
spend time out meeting with 
customers and developing their 
business. As technology plows ahead, 
expectations of efficiency, automation 
and reporting/ROI are becoming the 

standard. 
   While there are several technology 
systems available for lenders to use to 
effectively manage their customer 
database, there are few that are built to 
effectively convert prospects. It is just 
as important to have a complete 
system that captures prospects and can 
convert them efficiently with little 
effort from the lender. A quality CRM 
technology and marketing solution 
should have the capability to capture, 
convert and retain prospective 
borrowers..”
   There are four key elements that 
your technology should have:
>> Integration With Your LOS
>> Automated Marketing Execution
>> Customization of Messaging
>> Measurement

Integration With Your LOS: There 
are multiple places for lenders to 
capture new prospect leads, which is 
valuable to the growth of their 
business. Think about all the places 
you have captured leads: social 
gatherings, family, through referral 
partners and friends, through school 
organizations. Everyone should know 
what you do and that you are a 
subject-matter expert in the area of 
mortgage lending. Many lenders even 
purchase lead lists to boost their 
marketing efforts.
 

 

the source of the lead will dictate how 
quickly the response time should be. If 
you are buying leads from an 
aggregator, your response time should 
be measured in seconds. If you leads 
are self-generated or from your own 
website you likely have a little more 
time – as the consumer has already 
chosen you over your competition. 

However, don’t mistake this for 
having weeks. You have hours, 
actually.
  That’s where advanced technology 
comes into play. CRM technology and 
automated marketing solutions can 
deliver messages to prospective 
buyers upon being added to the 
system. This kind of automated 
execution ensures that you will never 
miss an opportunity to further connect 
with consumers. 

Customization of Messaging: The 
most important part of your marketing 
is the message. The first rule of 
messaging is knowing your audience 
and disseminating valuable 
information to them. Consumers in 
today’s lending environment want to 
be educated, not sold. 
  Speedy communication with low-
value messages is the biggest mistake 
made by most originators. Many 
originators are satisfied with a 
message that is focused on the 
company – how long they have been 
in business, reputation in the local 
market, etc. These messages are 
important, however, they are not 
always appropriate. A high-value 
marketing message is one that 
resonates with your prospect. To 
resonate, the message has to be 
relevant to their situation.  

  

   

in a centralized location. The best 
practices for lead management is to 
make sure that the source of your lead 
is integrated into both your LOS and 
marketing platform. Even if there are 
multiple origination points for a lead, 
there should be a logical flow between 
systems. Lenders should not spend 
their time entering the same record 
into multiple systems. Instead, 
integration between the LOS and 
marketing platform allows lenders to 
capture a lead and automatically have 
it stored in the necessary places. In 
addition, this automation ensures that 
duplication across platforms is 
eliminated. 

Automated Marketing Execution: 
Once a prospect record has been 
created and has been integrated into 
the marketing platform, relevant 
marketing should begin. Consumers 
want to know that you are responsive 
to them and are truly engaged in their 
service needs. The sooner you begin 
to communicate with prospects, the 
greater your chance of positioning 
yourself as an organized, professional 
lender who takes each prospect very 
seriously. 
To stand out from competitors, lenders 
should position themselves in a way 
that communicates their dedication to 
the loan process. In terms of timing, 

Speedy communication with low-value messages is 
the biggest mistake made by most originators.
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  The first dimension of this is to 
consider the source of the lead. If the 
lead is from an aggregator, you will 
first need to introduce yourself and 
your company and explain why you 
are the right lender to provide the 
loans. To remain relevant, your 
marketing should include information 
about the borrower’s situation and 
how you are qualified to help them.   

A good CRM can pull all this 
information in and produce 
automated marketing that is highly 
personal to the recipient. This 
positions you as a knowledgeable 
lender who works smarter for their 
clients. 
   If the source is self-generated from 
your own website or from a referral 
source, you can skip the introduction 
to the company as the prospect has 
already made a selection. The key to 
effective messaging is to demonstrate 
that you have listened to the prospect 
by customizing the message around 
their situation. This does not mean 
that you have to have a different 
message for each individual prospect 
lead. Many prospects can be grouped 

into situational categories such as 
first-time buyers or those looking to 
refinance. From here, the message 
can be tailored to their situation.
   For example, if the borrower is a 
first-time buyer, the key message is 
focused on education around the 
home buying process. Educate the 
borrower on the steps in the loan 
process and how to prepare for each 

  

Automated, relevant marketing ensures that you remain 
visible to prospects and have positioned yourself as a 
trusted advisor. 

step in order to build the right 
expectations. Also, provide helpful 
information about finances, credit 
reporting, downpayments and help 
them determine how much home they 
can afford. Younger generations 
especially respond to educational 
messaging and being provided 
relevant information to make choices 
versus simply being sold a product or 
service.
  Whichever source of generation you 
use, the goal of the messages is to 
make the borrower feel comfortable 
working with you and position you as 
an approachable, knowledgeable 
advisor. 

Measurement: Another key to max-

 

imizing prospect conversion is 
measuring and altering the marketing 
program based on the results you get. 
Originators are held accountable for 
results and most don’t get paid unless 
they produce. Marketing ROI is 
becoming a requirement within many 
organizations and by many individuals 
who don’t mind spending marketing 
dollars as long as it’s money well-

spent. Top originators understand that 
in order to maximize their income, 
they need to measure their prospect 
conversion and adjust their marketing 
and communication plans to optimize 
success.   
  The best CRM systems provide 
regular, unbiased reports to originators 
on their progress and train them on 
what top originators are doing. It is 
important to have a CRM partner that 
understands that value of a lead and 
measures results not by the marketing 
that goes out, but how effectively the 
marketing accomplishes the 
objectives. Marketing ROI will help 
lenders evaluate their strategy and if 
they are spending their marketing 
dollars on the best campaigns. 
   In summary, the mortgage industry 
is evolving each day so it is important 
to utilize advanced technology 
systems to remain ahead of the curve 
and capitalize on all business 
opportunities. Capturing, converting 
and retaining prospects doesn’t need 
to be a tedious and timely task. By 
utilizing one CRM that is integrated 
with the LOS, you can more 
efficiently store prospect records and 
deploy marketing immediately. 
Automated, relevant marketing 
ensures that you remain visible to 
prospects and have positioned 
yourself as a trusted advisor.  v





Marketing to Millennials What are the obstacles that are 
holding this generation back 
from purchasing that first 
home? 

BY REBECCA WALZAK  
AND BARBARA PERINO

The individuals born between 1980 
and 1995 are considered Gen Y/
Millennials. They are the largest 
generation (82 million), bigger than 
the Baby Boomer era (72 million). As 
many people know, Gen Y is saddled 
with tremendous student loan debt 
(over $1 trillion), live at home with 
their parents for longer periods of 
time than Gen X and Baby Boomers. 
They tend to marry later in life (30s) 
and they are very comfortable with 
technology.



  In fact, Internet access and cell 
coverage figure into decisions being 
made on where they will live, where 
they will work and what and how they 
will purchase everything.  Because 
they are so comfortable with 
technology, this has made them very 
adaptable. As reported in a recent 
issue of “Mortgage Professional 
America”, they can text with their 
eyes closed, multi-task all day long 
and somehow stay in touch with 
everyone they have ever met. Because 
this generation is so large, they will 
assume a larger share of the mortgage 
market in the coming years.
   According to a recent report by The 
Demand Institute, Millennials will 
spend $1.6 Trillion on home purchases 
in the next five years – more on a per-
person basis than any other generation. 
So if this generation is so large and 
willing to spend so much on housing, 
why have we not seen a boom in 
housing reflective of the 1970s when 
baby boomers were flooding the 
housing market? What are the 
obstacles that are holding this 
generation back from purchasing that 
first home?  
   Millennials have been accused of 
stalling the housing recovery because 
of their reluctance or inability to 
purchase a home. In fact, the 30-34 
year old group has the lowest 
homeownership rate in decades.  
While there are some changes in the 
rental markets as pricing increases, 
there still appears to be a changing 
dynamic in the Millennials home-
buying pattern.
   Many are choosing to live in city 
centers rather than in more tradition 
suburbs. This location allows them to 
take mass transit to work and play 
putting them closer to their office and 
entertainment centers. More and more 
construction is occurring with mixed 
use properties and city center-like 
amenities in the same area. An 
example of this is a section of 
Bethesda, Maryland where a mall is 
being torn down and replaced with a 
large number of mixed use properties 
offering condominiums, restaurants 
and office space.  The trend of buying 
older homes and restoring them with   

   

   
   

 

modern facilities for today’s young 
families also continues in many areas, 
especially where these homes are near 
mass transit.

Obstacles: However reacting to new 
housing trends and offering better 
amenities will not resolve all of the 
obstacles that face the millennial 
generation when it comes to buying 
homes.  One of the largest obstacles 
these new borrowers will have to 
overcome is the huge student loan 
debt they are repaying, and it won’t 
just be what they are paying at the 
time of application.  Fannie Mae has 
long required that all deferred 
installment debt, including student 
loans not yet in repayment, be 
included in the calculation of the 
borrower’s debt-to-income ratio, 
either by obtaining a notice of the 
future payment or including a payment 
of 2% of the outstanding balance.  
However student debt is not the only 
obstacle that these individuals face   
 

when applying for a mortgage.  While 
having a two year work history does 
not seem difficult to obtain, members 
of the Millennial Generation are more 
likely to move jobs frequently until 
they find their best fit and more likely 
to leave a job because it is not a fit for 
them.  These gaps in employment 
have been viewed as instability of 
income and an issue when applying 
for a mortgage loan.
   In addition to just qualifying for a 
mortgage, this generation has other 
obstacles to overcome. Rob Chrisman 
with The Stratmor Group writes that 
statistics tell us that that young adults 
today are more likely to be foreign 
born and speak a language other than 
English in the home. This shouldn’t be 
too surprising given the demographics 
of the states like California, Florida 
and Texas which have large 
populations of Latin Americans. Yet 
these issues can make the task of 
obtaining a mortgage appear almost 
insurmountable for many of these 
potential applicants. 
  There is also concern that this 
generation is being priced out of the 
market. The rise in home values 
disallows the affordability of home 
purchases in many real estate markets 
around the country. Many metro areas 
lure the younger generation that are 
seeking employment in the technology 
fields because of the quality of work 
and availability of well-paying jobs. 
Unfortunately these markets are 
extremely expensive for home 
ownership for this generation.  More 
affordable housing is necessary to 
allow millennials in markets such as 
San Francisco, CA and Boston, MA. 
Some of the markets with affordable 
housing include Austin, TX; Dallas, 
TX; Des Moines, IA; Grand Rapids, 
MI; New Orleans, LA; Salt Lake City, 
UT; Seattle, WA; Minneapolis, MN; 
Denver, CO. Each of these markets 
boasts a significant population of 
millennials, promising job growth, 
affordable housing prices and plentiful 
inventory.
  Another obstacle that lenders are 
most likely not aware of or haven’t 
seen as a problem is the person acting 
as intermediary between lenders and 
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borrowers.  In other words, the loan 
officer. According to the consulting 
firm of C. Cowan & Associates, the 
average age of a loan officer is 54 
years and the average age of a realtor 
is 59.  Not only is the age gap 
significant, there is a huge disconnect 
with the future customer according to 
Cowan. “The world is changing, and 
the best way to get good ideas is to get 
new minds. There are young people in 
the mortgage business, but that 
number isn’t where it should 
be.” (Mortgage Professional 
American, Dec. 2014)
Solutions: There is no doubt that 
reaching out to this generation and 
creating opportunities for 
homeownership has to occur.  
Otherwise this next generation will 
fall further behind in wealth 
accumulation and could drag down the 
economy which is significantly 
dependent on housing. While there is 
yet to be a clear pathway developed 
within the industry, there are signs that 
things are beginning to change. 
   Guideline changes that recognize the 
debt load these individuals are 
carrying has been recognized as seen 
by the recent change by Fannie Mae to 
modify student loan repayment 
structures to use an income-based 
approach in calculating changes in the 
payment due over time. As a result the 
monthly payment calculation has 
decreased from 2% to 1% of the 
outstanding balance. In addition, for 
all student loans, regardless of their 
payment status, the lender must use 
the greater of the 1% calculation or the 
actual documented payment. An 
exception will be allowed to use the 
actual documented payment if it will 
fully amortize the loan over its term 
with no payment adjustment. 
“Therefore even if the payment is 
deferred we still have to factor in 
either the actual future payment or use 
the 1% calculation.
   Another recent positive change is 
the reduction in the FHA Mortgage 
Insurance Premium. Late last year the 
amount of the monthly payment had 
  

  

 

  

been increased which unfortunately 
prevented many of this generation from 
purchasing their first home using this 
financing option.  Based on the outcry 
from mortgage lenders, this increase 
was recently reversed. 
   The need to bring in younger loan 
officers that are in tune with and are 
comfortable with the same technology 
as this generation is great.  However, 
there are very few individuals from this 
generation rushing to be part of an 
industry that has, in recent years, been 
viewed as one with little integrity and 
overwhelmed with regulation.  
However, one company, Churchill 
Mortgage headquartered in Brentwood, 
Tennessee has created the CMC 
Academy for their staff with a goal of 
strengthening its relationships with 
customers by supporting and 
understanding the Millennial’s unique 
needs. “To engage this group, we must 
understand their lifestyles, attitudes 
and the unique challenges that they 
face,” Mike Hardwick, president of 
Churchill Mortgage, previously said. It 
is evident that this company recognizes 
that this generation values 
trustworthiness, authenticity and 
accessibility due to the numerous 
interactions and transactions that they 
experience on line. They are more 
comfortable with text messaging vs. 
emails or the phone. They don’t have a 

lot of patience to read stacks of 
documents and take the time to 
understand the complete lending 
process.

Opportunities: The good news is that 
there is opportunity here for 
companies who see the value of 
understanding this generation and 
educating these future borrowers in a 
way that brings the company business 
and creates loyalty from the borrower.  
Also, mortgage companies who hire 
younger generation loan officers who 
are well trained and relate to the 
millennial borrower will provide the 
opportunity to generate loans for this 
segment of the market for years to 
come. 
   However, this industry has shown to 
be particularly reluctant to change so 
the challenge will be how quickly and 
effectively the changes that need to 
happen occur. We can only wait and 
see. v
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INDUSTRY 
PIVOT 

POINTS

Chris Appie of 
Compliance Systems Inc. 
breaks down the state of 

mortgage lending.

EXECUTIVE INTERVIEW

There is a lot of uncertainty in

the mortgage industry these days. 
Mortgage lenders are on the hook 
for the CFPB’s August 1, 2015, 
deadline for implementation of the 
new TILA-RESPA Integrated 
Disclosures. Their technology 
solutions have never been under 
more scrutiny. Chris Appie of 
Compliance Systems, Inc., (CSi) 
discusses current conditions and 
future prospects.



Q: How did you get into the 
mortgage industry?

CHRIS APPIE: I’d known since I 
was a child that I wanted to go law 
school, but once I got there I panicked 
because I never really thought much 
about what I would do after 
graduation. I’d never given much 
thought about what area of law I 
would focus on or what I’d want to do 
day in and day out. Financial law and 
secured transactions spoke to me, 
probably because those areas are 
relatively unpoliticized, and I decided 
to cut my teeth as an intern with an 
attorney whose practice focused 
almost exclusively on financial law. 
Around the time I was taking the bar 
exam I was given the opportunity to 
move to Grand Rapids and work with 
CSi. I remember at the time it was a 
tough choice, foregoing the 
courtroom, not engaging in any crazy 
profanity-laden depositions, but 
looking back it was the best decision 
of my professional life. I’ve been with 
CSi since 2003 and in that time have 
really got to know things from the 
bottom up. With compliance, 
especially in the area of real property 
and lending, the details are clearly 
where it’s at.

Q: Have the technology trends you 
initially saw back in the early 2000s 
become failed experiments, or did 
they become the industry 
standards?

CHRIS APPIE: You know, it’s 
interesting to see how the trends have 
played out. When I first began in the 
industry there was a huge technology 
push. I noticed there were a bunch of 
technology evangelists who were 
attempting to move the industry 
forward, but it seemed that being 
quick and nimble in the mortgage 
industry—and really the financial 
services industry as a whole—is a 
noticeably different experience than 
what other industries define as quick 
and nimble. When you think about it, 
there have been something like eight 
generations of the iPhone since it 
launched in 2007 and it’s not possible 
to understate the impact that 
technology is having. From boarding 

  

  

  

passes on a phone, to Uber, video 
conferencing like the Jetsons—it’s 
fantastic and it’s drastically changed 
the way we live many parts of our 
lives. Mortgage technology simply 
could not move that fast—even if we 
wanted to—this industry has its own 
pace for adaption and deployment. 
That said, even if the trend toward 
technological innovation has played 
out more slowly in our industry, it does 
feel like there is something in the water 
now—especially now that we’ve made 
it past the meltdown. It’s been exciting 
to see emerging technologies in areas 
like workflow automation, electronic 
signatures, closings and recordings, 
and in our case transaction data 
analytics. These things were ideas in 
the early 2000s and while they may not 
yet be industry standards, they are 
quickly becoming so. The mantra at 
CSi is that “it’s all about the data,” and 
this focus on data seems to becoming 
more consistent throughout the 
mortgage industry. That’s good news 
for technology advancement because 
once you have the data, you can use it 
an almost infinite number of ways to 
drive innovation.

Q: Why do you think both the 
technology adaption and deployment 
rate has been slower in mortgage 
lending as compared to other 
industries?

CHRIS APPIE: Before the financial 
crisis of 2008, I think, outside the 
technology evangelists, there was an 
“it’s not broke, so why fix it” 
mentality. In many regards this made 
sense: business was great and volumes 
high enough that it didn’t make 
business sense to invest in technology. 
The flaws, the workarounds, the extra 
steps, and ultimately the breaks in 
processes didn’t keep lenders from 
closing loans. Even just seven years 
out it is easy to forget how quickly 
things came apart and those industry 
participants that endured did so 
because they went into survival mode. 
Any technology improvements were 
postponed or eliminated to keep the 
dollars in the door. Since things have 
leveled out and we’re coming out of 
that terrible period, we’re seeing a 
return to technology. A lot of that is 
being driven by the evangelists of the 
early 2000s, but those folks now have 
the CFPB helping their case. As 
strange and uncomfortable as it is to 
say, the government via the CFPB is 
really pushing and moving the 
industry forward with a technology-
driven focus that the industry seemed 
incapable of doing on its own.

Q: What’s new at CSi?

CHRIS APPIE: I’m not sure it’s new, 
but we’ve wrapped up development 
activity related to the TILA-RESPA 
Integrated Mortgage Disclosure 
(TRID) Rule and are working towards 
rolling that solution out to our 
Alliance Partners and clients. We 
delivered our TRID Solution to 
partners last August and are working 
with them on implementation. We’ve 
been very fortunate because the CFPB 
essentially killed the idea of document 
templates by the Final Rule it 
published. The Rule, all 1,888 pages 
of it, calls for things like assembling 
addendums but only when certain 
factors are met, payment and other 
tables with content that changes based 
on the loan product, and various other 
items. These requirements are so 
precise and complicated that 
supporting all loan products with the 
new disclosures has become a virtual 
business impossibility in the old 
paradigm of document templates. The 

Before the financial 
crisis of 2008, I 
think, outside of 
the technology 
evangelists, there 
was an “it’s not 
broke, so why fix it” 
mentality. Any tech 
improvements 
were postponed or 
eliminated to keep 
the dollars in the 
door.

 
 

 

 



WWW.PCLENDER.COM

PCLender
THE TOTAL MORTGAGE SOLUTION

PCLender delivers simple elegant web-based mortgage solutions for community banks, credit unions 
and mortgage bankers.  With a proven record to provide immediate return on investment, PCLender 
is the most cost e� ective lending solution available.  Owned and operated by Mortgage Bankers, we 

engage with our clients in a collaborative manner to dynamically � t the world they lend in.

Isn’t It Time To Explore All Your Options?
Call for a demo: (877) 536-6886 

Community Banks Credit Unions Mortgage Bankers 

Consumer 
Point Of Sale

Loan 
Processing

Automated 
Underwriting Shipping

Secondary 
Marketing

Interim 
Servicing

Warehouse 
Management

Trade 
Management

Loan 
Closing

for

AUTOMATING YOUR LENDING PROCESSES

Reporting Integrated 
Imaging

Data Integrity 
Checks

Automated 
Work� ow

Compliance 
Logic

Loan 
Auditing

Vendor 
Integrations



feedback from our partners has been 
great—they are telling us that they’re 
well positioned, and we’re still a half 
year ahead of the August 1 effective 
date.
   Another area we’re focusing on is 
risk management via data analysis. 
We’ve actually been focused on risk 
management through data analysis for 
almost 15 years, but we’ve often been 
put in the same bucket as forms 
vendors. Industry developments in the 
last couple of years are making the 
difference between CSi and forms 
vendors more obvious and quite 
frankly, we’re getting better at 
differentiating the value we provide. 
One of the things we’ve noticed when 
a lender begins switching to more 
technology-driven processes is that 
their management is concerned with 
letting go of tried-and-true processes. 
The key element to preventing these 
concerns from being roadblocks to 
technology is good risk management, 
including tools that analyze the 
transaction data and report errors. 
These solutions automatically ensure 
that loans are being processed in a 
compliant manner. I think that’s the 
pivot point we’re at right now and we 
are well positioned to take the next 
step forward.

Q: The TRID Solution is your 
answer to the Integrated Disclosure 
Rule?

CHRIS APPIE: Yes. CSi's TRID 
Solution is built on the dynamic 
content assembly and data analytics 
that drive all of our technology 
components. The TRID Solution 
expands on that technology to satisfy 
the disclosure requirements of the rule 
while also establishing the future 
platform for analyzing, assembling, 
disclosing, and transmitting transaction 
data for mortgage lenders. We 
determined that it was critical to create 
the technical capacity to address the 
evolving playing field, so we have 
intentionally built out new 
technologies that can be used outside 
the new Loan Estimate and Closing 
Disclosure that we can capitalize on 
when new rules come down the pike. 

The new “special” documentation 
requirements will likely not remain 
unique to the new disclosures. After 
all, the CFPB determined that this data 
content and format was of benefit to 
consumers for its clarity, and it was 

preferred by consumers who 
participated in testing. The Integrated 
Disclosure may be the first example of 
lending content that has to morph itself 
so precisely to meet the legal 
requirements on the regulation, but 
now that we’ve proven it can be done, 
these kinds of content display and 
presentation requirements will likely 
become the norm.

Q: If lenders have the solutions to 
stay compliant with the Integrated 
Disclosure, will they be ready for the 
next “regulatory needle” they have 
to thread?

CHRIS APPIE: Not necessarily. 
Unfortunately, some industry players 
have relied on bare-bones 
implementations for so long that the 
technology infrastructure is not already 
in place to execute the requirements of 
the Integrated Disclosure Rule without 
significant new investment of time and 
capital. Because of cost to develop this 
infrastructure, many of these players 
may be compliant but we’re seeing that 
they are not complete. Many are 
resorting to shortcuts based on old 
document paradigms that will be 
cumbersome, if not outright 
unsustainable for lenders to implement 
while others are outright limiting the 

 

loan products they can support 
because they do not have the requisite 
technology to support all products. 
Even if they can sidestep challenges 
on these particular compliance 
standards, it’s a problem that will only 

 

compound itself going forward.. 

Q: What do you see as the biggest 
challenge to overcome, industry-
wise?

CHRIS APPIE: I think the industry is 
still working to apply the right 
technology models to address 
problems that are only now coming 
into focus. We need to be ready for 
creative application. You know, it’s 
not practical to satisfy the letter of the 
Rule—present this data like this, 
present some other data like that—and 
call it a day. The spirit of the Rule is 
more encompassing. You have to be 
ready to present any transaction data 
in any way that you’re asked to 
present it. Beyond that, there’s a 
cultural problem, if you will, that 
hangs us up on implementation. 
There’s a perception that there isn’t 
any time to do it better, or it’s the 
wrong time to examine those 
processes and make improvements. 
The CFPB is changing that for us 
whether we like it or not. We’re 
always trying to balance competing 
interests and priorities, and if getting 
to the right technology model helps at 
all with beefing up overall confidence 
in the industry, then the time for that is 
now. v
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Fannie Mae:
THE INNOVATOR

Fannie Mae’s Collateral Underwriter is an Innovative and New 
Dimension in Appraisal Quality Control and Risk 
Management. 

BY RUSS HARAUS

If you are in the business of mortgage lending
by now you have had some exposure to 
Fannie Mae’s new Collateral Underwriter 
system more commonly known as CU. Fannie 
Mae rolled out this new appraisal evaluation 
and risk management assessment tool on 
January 26, 2015 to the great anticipation of 
the lending and appraisal communities. The 
CU system uses a proprietary model driven 
analysis tool developed by Fannie Mae to 
provide a real time risk assessment of an 
appraisal report.



spective, the new CU system requires 
a much more “hands on” approach in 
their Quality Control and 
Underwriting Departments than ever 
before.
  The error messages and warnings 
need to be addressed on many reports 
submitted. Therefore, the “process 
flow” needs to be refined to maximize 

While automated risk assessment 
tools have been around and in use for 
many years CU is different in that it is 
the first time that this new technology 
in supercomputing can analyze vast 
amounts of data stored in all the 
appraisal reports submitted to Fannie 
Mae on a daily basis in real time. The 
artificial intelligence models can com-

  

pare thousands of report submissions 
against any individual appraisal report 
submitted through the Uniform 
Collateral Data Portal (UCDP) and 
receive “real time” analysis within 
minutes of submission. That is real 
time ground breaking technology at 
use! These are extremely exciting 
times in the appraisal and lending 
process in general. The innovative 
ideas and concepts identified long ago 
in the internet technology research 
departments and universities across 
the country are just now lifting the veil 
off new ideas and computer generated 
artificial intelligence in many practical 
ways which are fast becoming 
necessary to all aspects of business in 
all industries. 
  From the mortgage lending 
prospective, submitted appraisal 
reports receive results and ratings 
which include warnings that identify 
some differences between either 
earlier report submissions on the 
subject property, earlier report 
characteristics which were noted by 
other “peers” in the market commonly 
known as other appraisers and Fannie 
Mae’s Collateral Underwriter artificial 
intelligence model adjustments.
  By and large the lending and 
appraisal communities have adopted a 
“wait and see” attitude toward the new 
CU system. From the lender’s per-

  

  

good reflection of current market 
value and will lead to less confidence 
in the loan application process. 
  Collateral Underwriter or CU as we 
know it will go though a few 
revisions, as any new system must be 
tested and refined to achieve 
maximum efficiency. One major 
improvement would be to allow 

  

appraisers to submit a “preliminary 
upload” to the UCDP to obtain the 
“preliminary results” directly prior to 
official submission to the lender. This 
will allow the appraiser to make 
corrections and address concerns in 
their report as a means of 
strengthening the final appraisal 
product. Once the report had received 
a high rating and few, if any, 
warnings, then the appraiser can 
submit the reports to the lender. 
However, I suspect that the leading 
companies in software and data 
management will fill the void with 
“preliminary upload” products in short 
order. 
  Another very important change is in 
the area of “information and 
guidance.” Because there is allot of 
misinformation for all parties involved 
in the lending process and mistrust of 
lenders, appraisers, realtors and 
processors Fannie Mae should launch 
a national speaker’s educational and 
training tour which explains the 
multitude of benefits that the new CU 
system brings to the residential 
lending market. While their website is 
packed with very informative and 
helpful information lenders always 
like to hear about industry changes in 
person. All of the mortgage bankers’ 
association’s would welcome Fannie 
Mae Representatives with open arms 

  

efficiency in the delivery of the 
revised appraisal reports. From the 
appraiser’s perspective, most are 
skeptical that CU will actually 
improve the quality of their reports but 
rather the additional comments and 
revisions just add to the time to 
complete that appraisal report. In 
general both groups have adjusted 
their procedures to try and 
accommodate Fannie Mae in the 
Collateral Underwriter effort.
   In the short term the negative effect 
of CU will lengthen the average 
turnaround time for an appraisal to 
receive a successful submission with 
few warnings to Fannie Mae through 
the UCDP portal. Preliminary 
indications vary between 1 to 2 days 
depending on the number of revisions 
required to each appraisal report and 
the availability of data needed by the 
appraisers to revise their report 
adequately. Another concern is that 
since the appraisers are required by 
most state regulating authorities to 
note any changes in the appraisal 
report between versions in the 
addendum, that the consumer will feel 
that the report has been amended to 
the point of less relevance to real 
estate value since many consumers are 
already confused by the appraisal 
process. The consumer may 
mistakenly feel that the report is not a 
 

 

  

 

In the short term the negative effect of CU will 
lengthen the average turnaround time for an appraisal 
to receive a successful submission.



to discuss the benefits, changes and 
potential of Collateral Underwriter.
  The last suggestion is for Fannie Mae 
to open a “Data Portal” for appraisers. 
Access to verified and accurate sold 
records is critical to accurate 
appraising. Fannie Mae has amassed 
one of the largest reliable uniform 
national databases of sold properties 
in history. If an appraiser has the 
necessary professional credentials to 
complete an appraisal report they 
should be able to access the national 
CU database to search for the best 
available sales comparables which 
will strengthen their report. Even in 
today’s technology driven market 
there are still some states in the 

   

 

Fannie Mae’s 
CU has 
certainly 
changed the 
first impression 
of the appraisal 
process.  

country which do not have a complete 
computerized database of current or 
recent comparable sales in their 
market. 
  In conclusion, Fannie Mae’s 
Collateral Underwriter (CU) has 
certainly changed the first impression 
of the appraisal process now and into 
the future. It is an exceptional risk 
management tool, which used 
properly, will strengthen appraisal 
process by incorporating new 
technology, artificial intelligence, 
supercomputers, data management 
and exceptionally talented people on 
an innovative and exciting path of 
home valuation now and into the 
future. v
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