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All industry participants continue to talk 
about and focus on regulatory compli-
ance. Compliance is a simple expres-

sion — the act or process of doing what you 
have been asked or ordered to do — and is in-
tended to offer reassurance to others. However, 
for many mortgage companies, it still elicits 
trepidation and financial concern. This anxiety 
is not typically caused from intentional misrep-
resentation or illicit business practices, but from 
the related prescribed procedures and complexi-
ties involved in demonstrating adherence to 
new, very specific guidelines and regulations.  

The term compliance is now also tied to a fi-
nancial burden for mortgage companies. This is 
one of the primary reasons for the word’s nega-
tive connotation, derived from lenders’ respon-
sibilities to not only to conform, but to also offer 
transparency to all parties involved. The need 
to adopt new procedures and often technology 
to prove compliance and to remain within the 
guidelines inevitably results in increased costs 
— business’ largest concern and the real issue 
at hand for most.
THE COST OF COMPLIANCE

Mortgage, like many other industries, is be-
ing reshaped by a heightened regulatory envi-
ronment while simultaneously continuing to 
recover from the economic crisis. Bankrate.com 
conducted its annual closing cost survey and 
found that fees have grown by 6 percent since 
2013. Mounting regulations are primarily to 
blame for rising costs of doing business, which 
have left lenders no choice but to pass the ex-
pense on to the consumer.  

Lenders and servicers are still seeking the 
best ways to cope with today’s high level of 
regulatory scrutiny. A large part of the compli-
ance accountability relies on the thorough docu-
mentation of each step in the product sale and 
delivery process. Mortgage lenders must closely 
monitor, track and record virtually every aspect 
and every stage of the process, which initially 
required many to hire additional personnel and 

often create entire departments devoted to com-
pliance to ensure that all rules are followed. 

With agencies like the Consumer Financial 
Protection Bureau (CFPB) putting the micro-
scope over lenders, these companies are more 
accountable than ever for the products and ser-
vices they provide. This is requiring increased 
non-revenue producing overhead, such as the 
cost of reconciling vague or overlapping regu-
lations. Resources are now often reassigned to 
compliance-related activities, like managing 
examinations or answering resulting findings.  

Adapting to change is not a new concept for 
mortgage industry veterans who have long dealt 
with increasing regulatory oversight and market 
cycles. However, the compliance requirements 
encountered today are certainly different and 
more cumbersome due to the underlying veloc-
ity of program modifications and the increased 
burden to provide readily accessible process 
documentation. These companies have largely 
determined that manual and paper-driven meth-
ods for keeping documentation and presenting it 
to auditors and examiners will no longer suffice.
THE COST OF CONSUMER DEMAND 

Consumer preference is moving towards a 
digital process. Just as they have become in-
creasingly comfortable shopping online and 
handling banking transactions through a mobile 
app, they expect to be able to receive mortgage 
documents electronically as well as to sign and 
return forms from any location and at any time. If 
consumers encounter a process that is perceived 

Compliance Is Not The Issue
As mortgage industry leaders, we must consider how 
the adoption of technology can help counter some 
of the unintended consequences of today’s complex 
environment.

By Jeff Knott

The term compliance is now 
also tied to a financial burden 
for mortgage companies. 
This is one of the primary 
reasons for the word’s 
negative connotation.
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as burdensome, costly, or time-consuming, they 
simply research other available, easier options. Due 
to technological advancements, mobile accessibility 

and social connectivity, consumers have access to 
more choices, and the same is true when assessing 
the financial institution or other, non-financial insti-
tution lender they select.  

From a consumer’s perspective, applying for a 
mortgage in today’s technology era should be like 
shopping for everyday items via their phones, tab-
lets and computers. The availability of these modern 
services is crucial for attracting consumers who no 
longer want to have to step foot inside a financial 
institution for assistance or wait for a follow-up 
package to be delivered in the mail. 
THE COST-SAVINGS OF INNOVATION 

Keeping up with consumer demand for an elec-
tronic process not only provides a significantly 
better experience for the prospective borrower, but 
it also incorporates cost saving processes for the 
institution. As mortgage industry leaders, we must 
consider how the adoption of technology can help 
counter some of the unintended consequences of 
today’s complex environment, like the rising costs 
associated with compliance or potential consumer 
avoidance due to notoriously complicated proce-
dures for obtaining a mortgage. Simplifying the pro-
cess through the incorporation of electronic records 
and e-signature functionality is necessary from a 
business perspective, increasing overall efficiency 
while ensuring security and compliance.  Electronic 
processes allow for increased transparency; when 
documents are routed from one party to the next 
through an automated workflow, every step is care-
fully tracked, maintaining an audit throughout the 
duration that remains ongoing throughout the life of 
the mortgage loan cycle.

The mortgage industry will always be document-
centric; however, sharing and signing documents 

electronically allows for tighter controls by limiting 
the number of touch points through which docu-
ments pass, greatly reducing the risk of misplacing 
sensitive documents. Anyone who comes in contact 
with a paper file can remove pages, add entries or 
interfere with authentic entries. Electronic records 
are tamper evident, which makes it easier to detect 
fraud and mitigate the risk of forgery. These prac-
tices ultimately offer substantial security and cost 
saving measures in the midst of the mortgage crisis 
recovery while delivering the interaction and trans-
parency consumers now demand.

Another efficiency gain, aside from regulatory 
and security standpoints, is the option to now merge 
separate conventional and non-conventional loan 
practices into a single platform, as the recent FHA 
policy change to accept e-signatures on mortgage 
documents now allows for a consistent approach to 
e-signed records. Previously, e-signatures were only 
accepted on select documents included in loan files; 
navigating separate process for various loan types was 
a major hindrance to the mainstream adoption of a 
fully electronic process. In addition to fulfilling origi-
nation program requirements, e-signed records will 
also maintain compliance and cope with other height-
ened regulatory scrutiny in the secondary market and 
the review of more documentation. The conversion to 
electronic records for data retention and securing the 
relevant data associated with a loan transaction at all 
stages of its lifecycle will support these obligations. 
VALUE-ADDED RESOURCE FOR E-SIGNED 
RECORDS

At the Electronic Signature and Records 
Association (ESRA), it is our goal and mission to 
ensure professionals across any industry understand 
the benefits as well as the legislation involved in 
the use of e-signatures and documents. Strapped for 
resources and working to handle current, as well as 
future regulation changes, there is no industry in as 
great of a need for technology change and adoption 
as the mortgage business. A priority must be to de-
liver a mortgage shopping and application process 
borrowers find simple, expedient and secure — this 
simply cannot happen without progressive technol-
ogy. Investing in technology is no longer a com-
pliance headache; in some cases, it can contribute 
significantly to a company’s compliance objectives. 
Not to mention, it is an investment that pays itself 
off right away through the elimination of paper, 
postage, courier and labors costs. 

Mortgage, like many other 
industries, is being reshaped 
by a heightened regulatory 
environment while 
simultaneously continuing to 
recover from the economic crisis.  
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