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Editor’s NoteS
Innovation Really Matters

I

say it a lot because I believe it: Those companies that innovator will be
tomorrow’s industry leaders. For example, RealtyTrac unveiled a new multisourced national property database named the ATTOM Data Warehouse that
will be curated by ATTOM Data Solutions, a newly created parent company
operating a rapidly expanding property data licensing business along with existing consumer websites.
The new ATTOM Data Warehouse features enhanced and standardized data
for more than 150 million U.S. property parcels — representing an expanded
footprint that covers 99 percent of the U.S. population. The enhanced data warehouse is more than 9 terabytes and contains 13.9 billion rows of data and more
than 6,000 discrete data attributes. Data available includes current and historical
property tax assessor information, deed, mortgage, foreclosure, environmental
risk, natural hazard, health hazard, neighborhood characteristics, and other
property characteristics — all mapped to a unique ATTOM ID for each property.
“The new ATTOM ID is an innovation long-overdue in the real estate data industry, linking all property-centric data from myriad sources to one unique parcel identifier, and it’s just one example of how the new ATTOM Data Warehouse
creates value for our customers and elevates our industry” said Rob Barber,
CEO at ATTOM Data Solutions. “Under the new ATTOM Data Solutions brand,
our mission as a company will continue to be increasing real estate transparency
for businesses and consumers. That mission will be carried out in a variety of
venues, including bulk file licenses, APIs and customized reports, along with
our increasingly popular consumer websites.”
The ATTOM Data Warehouse fuels predictive analytics and machine learning developed by Audantic, a Seattle-based company that provides top-tier real
estate investors — those typically purchasing about 100 homes a year — with
marketing lists of homeowners likely to sell.
“We’ve tried to source national property data from many places, and the
ATTOM Data Warehouse is head and shoulders above the rest,” said Franklin
Sarkett, CTO of Audantic, which has grown from just two clients in 2014 to now
having clients in more than 200 counties. “Without the data we wouldn’t have
a business.”
ATTOM’s high-quality data that is easy to ingest has been key for Audantic’s
meteoric growth and 95 percent client retention rate, according to Sarkett, who
previously worked as a data scientist at Facebook.
“When we’re creating machine learning models, the better the data is, the
more predictive the result is. If we’re feeding in bad data or inconsistent data
or incomplete data … when we go to do the actual marketing it doesn’t work,”
he said, noting the ATTOM data fed through Audantic’s predictive models have
produced improved results for clients. “We can eliminate 80 percent of the
population and we can double or triple their results.” v
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Handling A Diverse Population

An increasingly diverse population means an increasingly
diverse homebuyer population, which means lenders must
be prepared.

By Mike Hardwick

E

arlier this year, the Pew Research Center
announced 10 demographic trends that
are shaping the U.S. and the world. At
the top of the list was this: “Americans are more
racially and ethnically diverse than in the past
and the U.S. is projected to be even more diverse in the coming decades.”
An increasingly diverse population means
an increasingly diverse homebuyer population, which means lenders must be prepared
to keep pace with the evolving marketplace.
This presents an opportunity for improvement
and in this effort, lenders can be the leaders in
expanding the opportunity for homeownership
to everyone.
Creating Internal Diversity
One of the best ways to increase home buying
accessibility is to develop a more diverse workforce and business approach. This involves leveraging smarter and more effective approaches
to recruiting, training and communicating.
>>Recruiting and Training: Lenders
should recruit individuals who exercise a clear
understanding of the mortgage industry and
their role within it, something that is essential
for long term success. Certain intangibles are
also important to consider because they are as
critical to a lender’s success as the measurable
qualities. For instance, recruiting individuals
that have a true passion for working with and
educating individuals ensures that the right
people are leading your efforts to establish and
maintain relationships with Realtors and referral partners, and positively influence culturally
rich environments. For training, knowledge of
processes and regulations are without a doubt a
top priority, but your employees should possess
a thorough understanding of the demographics
and population of the local area, as well as the

issues or concerns of prospective borrowers.
>>Communicating: More diversity in your
workforce also facilitates the development of
fresh ideas. From a marketing and advertising
perspective, things are constantly changing and
having a healthy combination of experiences
and insights ensures that successful business
development strategies evolve appropriately.
From a consumer-facing perspective, you’d
be surprised how something as simple as employing bilingual loan officers can positively
impact a lender’s business and reputation, and
eliminating the language and cultural barriers
expands the channel of communication and
demonstrates a strong commitment to helping
others.
When these internal approaches are more
strategically aligned, a lender is better positioned to serve borrowers from any walk of life
and assume a greater role in educating them
on the best mortgage options for their current
situation.
Educating the Borrower
During the recession, educational resources
weren’t available to many groups of homeowners and financial literacy was not prioritized
as it should have been. Because of this, many
homeowners did not understand their options
and were ill-prepared to manage their situations.
As the economy strengthens, more individuals
and families are in a position to own homes and
lenders must strive to be trusted mortgage partners to support home financing needs.
Borrower-facing efforts, such as educational
workshops that target various demographics, are
powerful in establishing relationships with an
increasingly diverse population in communities
across the country whose needs are as unique
as they are. For some, paying 20 percent down

One of the best ways to increase home buying accessibility is
to develop a more diverse workforce and business approach.

Recovery Tips
Borrower-facing efforts, such as educational workshops
that target various demographics,
are powerful in establishing relationships.
on a 15-year fixed-rate mortgage may be the most
practical approach to owning a home, but as demonstrated by many different loan products, there is no
“one-size-fits-all” mortgage. As lenders, we should
see ourselves as more than mortgage providers. We
should recognize that we are consultative partners
on the path to debt-free homeownership and that it
is a journey – from prequalification to the final payment. Educating the borrower along the way also
removes the intimidation factor of the mortgage
process, which provides a positive and enjoyable
home buying experience.

The Future of Diversity
It’s easy to get caught up in the business of lending, but it is important to recognize each loan as a
family, not a file – and then focus on helping one
family at a time. The American dream of homeownership is still very real and by prioritizing recruiting,
training and communication strategies with multicultural groups, we will make that dream equally
accessibility to everyone. I am confident that, with
a concentrated effort from our industry and a willingness to adopt new practices, we will see more
positive growth in the coming years. v

Mike Hardwick is founder and president of Churchill Mortgage, a leader in the mortgage industry providing
conventional, FHA, VA and USDA residential mortgages across 36 states. For more information about
Churchill Mortgage, visit www.churchillmortgage.com or follow the company on Twitter @ChurchillMtg and
Facebook at www.facebook.com/churchillmortgage.

Your Voice

Technology adoption in
Compliance

When it comes to compliance, however, lenders and servicers
have come up short in successfully adopting technology.

By Pramod Karachur

L

enders and servicers have used technology to gain the competitive advantage,
attract tech-savvy millennials and enjoy
efficiency in their loan origination and servicing activities. When it comes to compliance,
however, lenders and servicers have come up
short in successfully adopting technology.
After Dodd Frank Act in 2010, the rules have
changed and the Consumer Financial Protection
Bureau (CFPB) has played an important role in
enforcing the compliance on the lenders and servicers. Other regulatory bodies such as Office of
the Comptroller of the Currency (OCC), Federal
Reserve (Fed) etc., have also enforced additional
requirements. We have all seen what the result is
when there is a failure to meet these regulatory
requirements: For example, in May 2014 Bank
of America was required to pay $30 million to
improve its compliance practices thanks to findings by the OCC.
A report by CFPB published just last month
(June 2016) stresses that lenders and servicers
are not effectively investing in technology. And
the whole purpose of having this high level of
compliance is not helping the borrowers instead
it can lead to greater risks. While leaders and servicers should be maximizing technology to aid in
compliance efforts, they are only using the basic
applications, such as spreadsheets, to manage
compliance. Yes, I have actually had people tell
me they use and are happy with their run of the
mill spreadsheets. Using these applications might
solve work for the short term but for the long
term, this approach will present more challenges
than gains. The mindset of using basic applications until there is an issue or until an agency cites
you is misguided and financially risky; however,

this is the pervasive thinking in many companies.
Why are companies reluctant to make changes? In short, money. This might save a few dollars
in the beginning but when a problem arises or a
complaint is lodged, it could cost them a substantial amount in fines. Lenders and servicers who
have deep pockets would be able to afford the
hefty fines but other companies might find it
hard to pay, which can force them to go out of
business. This can be avoided by embracing advanced technology in compliance efforts.
When companies do make the decision to invest in technology, management should consider
whether to invest in building new technology
from scratch or finding an application that can
be used as a Software as a Service (SaaS). One
thing companies should keep in mind is that
building technology from scratch could take a
couple of years, couple of millions of dollars and
a dedicated software development team. Working
with a provider that already has a viable system
developed or one that can be customized or can
be implemented in less than a month for far less
may be a much wiser choice. When it comes to a
decision like this, it becomes pretty obvious what
route most companies will take. I’m thinking the
SaaS.
The report from CFPB, which clearly highlights the agency’s dissatisfaction of the lack of
technology adoption, should be a clear indicator
or a warning to those companies who have not yet
maximized the use of technology in every aspect
of their business. In my opinion, this report as a
strong warning shot from the CFPB and one that
should not be overlooked. Lenders and servicers
today need to set a budget and take heed before
it is too late. v

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

ata from CoreLogic shows the foreclosure inventory
declined by 24.5 percent and completed foreclosures
declined by 6.9 percent compared with May 2015.
The number of completed foreclosures nationwide decreased
year over year from 41,000 in May 2015 to 38,000 in May
2016, representing a decrease of 67.9 percent from the peak of
117,813 in September 2010.
The foreclosure inventory represents the number of homes
at some stage of the foreclosure process and completed foreclosures reflect the total number of homes lost to foreclosure.
Since the financial crisis began in September 2008, there have
been approximately 6.3 million completed foreclosures nationally, and since homeownership rates peaked in the second quarter of 2004, there have been approximately 8.3 million homes
lost to foreclosure.
As of May 2016, the national foreclosure inventory included
approximately 390,000, or 1.0 percent, of all homes with a
mortgage compared with 517,000 homes, or 1.3 percent, in
May 2015. The May 2016 foreclosure inventory rate is the lowest for any month since October 2007.
CoreLogic also reports that the number of mortgages in serious delinquency (defined as 90 days or more past due including

loans in foreclosure or REO) declined by 21.6 percent from
May 2015 to May 2016, with 1.1 million mortgages, or 2.8
percent, in this category. The May 2016 serious delinquency
rate is the lowest in more than eight years, since October 2007.
“The foreclosure rate fell to 1 percent in May, which is twice
the long-term average of 0.5 percent. However, this masks the
underlying progress at the state level,” said Dr. Frank Nothaft,
chief economist for CoreLogic. “Twenty-nine states had foreclosure rates below the national average, and all but North
Dakota experienced declines in their foreclosure rate compared
to the prior year.”
“Delinquency and foreclosure rates continue to drop as we
experience the benefits of a combination of tight underwriting,
job and income growth and a steady rise in home prices. We
expect these factors to remain in place for the remainder of
this year and for delinquency and foreclosure rates to decline
even further,” said Anand Nallathambi, president and CEO of
CoreLogic. “As we finally move past the housing crisis, we
need to increase our focus on expanding the supply of affordable housing and access to credit for first-time homebuyers in
sustainable ways to ensure the long-term health of the U.S.
housing market.” v
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It’s Time To Broaden Your View
The old guys that can’t adapt will become the dinosaurs and they
won’t be able to do the business that they are used to doing.

By Tony Garritano

A

s the mortgage industry shifts to a purchase lending environment that is more
regulated, lenders have to have a broader
view. It’s impossible to compete if you’re just
looking at a piece of the process. You have to look
at the whole process and devise clear strategies to
cut cost, increase efficiency and offer a better borrower experience, all at the same time.
“First, you need to make sure that there is an
easier disclosure process. Some people are still
doing paper disclosures. There are portals out
there where the borrower can sign in and you get
all the borrower’s info without them having to
provide it,” noted Josh Friend, founder and CEO
of InSellerate.
“If we make the process easy, everyone wins.
You need to give the borrower an easier way to
see what they qualify for and a better process after

still getting over TRID. People have interpreted
TRID, but we still need clarity about what the
regulation means and what compliance means. If
you look at large lenders like Quicken, how did
they get there? They were able to gobble a lot
of marketshare in a short period of time because
they understand technology and they are always
advancing. If you want to succeed, you have to
think big picture.”
So, how do lenders start to think more about
the whole process vs. just fixing individual
pain points? “Clear communication is a given.
Borrowers want more discussion upfront and
more mobile communication,” answered Wade
Hamby, National Director of Sales and Marketing
of Stonehill Group. “Education is important. If
you look at the market, first-time homebuyers are
35% today, but they are usually 40%. But lenders

Simply put, the way our parent’s got their loan isn’t
the way you would get a loan today.
they start the process. A lot of first time homebuyers don’t realize that they can buy a home and that
it’s better for them vs. renting,” Friend pointed
out.
InSellerate provides sales management solutions to help sales teams contact, manage and
convert leads. The system is fully integrated with
leading online lead providers, inbound calls, web
forms, etc. The InSellerate Sales Automation
System enables lenders to deliver the virtual handshake to leads and improve the customer acquisition process.
“If you think about it, our costs turn out to be
the borrower’s cost. So how do we lower those
costs? Consumers are paying an additional $1,200
a loan because of compliance,” said Friend.
“Lenders also need to be more efficient when it
comes to marketing and prospecting. You need to
make a customer for life.
“Looking ahead, regulation will be a large
theme over the next 18 months because people are

that do it right like Quicken are doing better then
40%. We need to do financial literacy to get borrowers in the market, as well.”
Wade Hamby has more than 25 years of
executive experience in mortgage lending,
outsourcing and quality control. He oversees
The StoneHill Group’s nationwide sales and
marketing activities and is responsible for
expanding use of the company’s solutions in
the mortgage industry. A past recipient of the
Mortgage Bankers Association of Florida’s
Brown L. Whatley Award for his contributions
to the Florida mortgage industry, Wade has held
leadership roles at AmeriCU Mortgage, Triad
Guaranty and Hovde Financial. He is the former
president of AboutYourMortgage.com LLC, a
web-based mortgage services provider.
“As we move forward, we need to have less
touch points. Technology has to be pursued,”
Hamby continued. “We are also seeing commissioned loan officers going away. There is always a
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place for commissioned LOs, but
President of Envoy Mortgage’s
we need other models, as well.
Central Region.
We also have to train new people
“We at Envoy Mortgage, are
to want to be good LOs. We need
focusing on the rising number
new people and new ideas comof Hispanic homebuyers. It used
ing into the space.”
to be that you had to have 20%
In addition to attracting
downpayment, then we went into
younger staff, lenders also need
the Wild, Wild West times and
to attract younger borrowers.
you didn’t need any money down,
“Lenders need to focus their
and today people assume they
technology on what works
have to have 20% again. So, we
with millennials,” noted Jeff
have to educate the borrower. We
Bradford, Founder and CEO of
also have to overcome the barriBradford Technologies, Inc. “It’s
ers like language and education.”
If you want to
all mobile and iPad-enabled.
Jim Hopkins is a graduate of
Quicken’s rocket mortgage was a
the
University of Texas and has
have a meaningful
great start. There are ways for the
been with Envoy Mortgage since
reduction in cost
borrower to upload everything to
2001. While at Envoy Jim has
a lender through an easy-to-use
been heavily involved in the strayou have to
mobile app. The lenders have to
tegic development of sales stratehave an ironclad,
become more like Home Depot
gies and recruiting. Jim is skilled
streamlined
in a way so they can enable the
in Mortgage Banking, Mortgage
consumer to do it yourself. It’s an
lending, loan origination and
process.
exciting time.”
holds a CMB Designation from
Jeff Bradford is a renowned
the MBA. He has held a variety
expert in appraisal analytics and accuracy in col- of positions at Envoy and is currently the Regional
lateral valuations, and the mastermind behind Vice President of Envoy’s Central Region. Jim is a
computer-aided appraising, the most far-reaching part of the Mortgage Bankers Association, Houston
and significant advance in the appraisal segment Association of Realtors and the Texas Mortgage
in decades. He frequently presents and speaks at Bankers Association (TBMA).
industry events, on topics that include technology,
“From a lender standpoint, a lender’s cost bevaluation processes and valuation standards. He is a comes the consumer’s cost. The cost of producing
strong proponent of open industry standards and was a loan is close to $6,000. A lot of that is because
one of the chief architects of the MISMO Appraisal of the regulatory burden, but there is only so much
XML standard.
you can do about that,” Hopkins said. “If you want
“There is a lot of opportunity,” explained to have a meaningful reduction in cost you have to
Bradford. “When I was buying a home a long time have an ironclad, streamlined process. The penalties
ago, I remember being shocked that I could buy a are significant. You can focus on the micro level and
home with the money I was paying to rent. If you automate this or that, but the biggest burden is the
can get that information to everyone you would see regulatory burden.”
a spike in homeownership.”
The strongest of lenders will adopt more and more
And smart lenders get the big picture. “Simply technology to gain a competitive advantage throughput, the way our parent’s got their loan isn’t the way out the rest of 2016 and into 2017. “The story going
you would get a loan today. You have to clearly set forward is going to be about how quickly you can
expectations upfront. You need to do process engi- adapt. The old guys that can’t adapt will become the
neering because anything else will leave you vulner- dinosaurs and they won’t be able to do the business
able at closing,” said Jim Hopkins, Regional Vice that they are used to doing,” Hopkins concluded. v
Tony Garritano is chairman and founder at PROGRESS in Lending Association. As a speaker Tony has
worked hard to inform executives about how technology should be a tool used to further business
objectives. For over 10 years he has worked as a journalist, researcher and speaker in the mortgage
technology space. Starting this association was the next step for someone like Tony, who has dedicated
his career to providing mortgage executives with the information needed to make informed technology
decisions. He can be reached via e-mail at tony@progressinlending.com.

Where Businesses Come

TO GROW

TAKE YOUR BUSINESS
TO THE NEXT LEVEL
NexLevel Advisors is the premier strategic business advisory firm, assisting companies in
growing their businesses more quickly and strategically than they could by themselves.
NexLevel Advisors provides solutions and services in business development, marketing, public
relations and social media to help take your business to the next level.

Business
Consulting

Sales &
Marketing

Public
Relations

Social
Media

734-335-7330 | NEXLEVELADVISORS.COM

Future Trends

Is MISMO Finally Catching On?
One of the more daunting questions facing lenders today is
whether their current technology solution will allow them to
respond to rapid change.

By Roger Gudobba

T

he challenges the lenders face, to name a
few, are the increased demand to offer multiple ways to connect to consumers, the cyclic nature of the mortgage industry, and the never
ending regulatory requirements. Technology is the
answer to these challenges but that brings another
challenge into play. Many lenders currently have
multiple systems, some legacy, serving different
sectors of their business that don’t necessarily
have seamless integrations.
In the mortgage loan process we collect a
vast amount of data during the application,
processing, closing and delivery phases.
Propagate that across multiple business channels and multiple applications and you have a
lot of data to absorb and understand. Data, at
its lowest level of abstraction, is simply a collection of facts. In order for data to become
information, it must be interpreted and classified. The ability to use information (data) to
make quick real-time decisions is essential in
today‘s mortgage market. There is no doubt
that data and everything associated with data
is a company’s most important asset.
MISMO has been tireless in its pursuit of building data standards for the industry to ensure that
everyone accessing data has a common understanding of what it represents. What MISMO has
built is a Logical Data Dictionary (LDD) so we
have a common definition and meaning for the
individual data elements and a reference model
(schema) that ties it all together.
The Momentum started here: The Uniform
Mortgage Data Program® (UMDP®) is an effort
undertaken jointly by Fannie Mae and Freddie
Mac at the direction of their regulator, the Federal
Housing Finance Agency, to enhance data quality and standardization. At the MISMO Spring
Summit, the GSE’s provided this update:
Existing initiatives are:
>>The Uniform Collateral Data Portal
(UCDP) is a technology application through
which lenders electronically submit appraisal

reports for conventional mortgages to be delivered
to Fannie Mae or Freddie Mac.
>>The Uniform Appraisal Dataset (UAD)
was jointly established by Fannie Mae and
Freddie Mac to provide common requirements for
appraisal data.
>>The Uniform Loan Delivery Dataset
(ULDD) was jointly established by Fannie Mae
and Freddie Mac to provide common requirements for loan delivery data. Develop and publish
Phase 2 specifications. Q3 2016
>>Phase 3- Lenders/Technology partners
Assessment and Implementation TBD
>>The
Uniform
Residential
Loan
Application (URLA) initiative is where Fannie
Mae and Freddie Mac are revising and redesigning the Uniform Residential Loan Application
(URLA). The revised URLA form will provide
lenders and borrowers with greater clarity and an
easier, more consumer-friendly loan application.

A good place to start is
to attend the MISMO Fall
Summit in Washington DC on
September 12-16, 2016.
Finalize URLA form by Q3 2016. Implementation
and rollout starting Q1 2017 and in production Q1
2018.
>>The Uniform Loan Application Dataset
(ULAD) initiative is where Fannie Mae and
Freddie Mac are developing a corresponding
standardized dataset, for the Uniform Residential
Loan Application (URLA). Finalize ULAD data
mapping by Q3 2016.
A new initiative is:
>>The Uniform Closing Dataset (UCD) is an
ongoing effort by Fannie Mae and Freddie Mac to
provide a common industry dataset to support the
Consumer Financial Protection Bureau’s (CFPB)
Closing Disclosure.
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>>Fannie Mae and Freddie Mac will require delivery LO requires in connection with its decision to make the
loan that were provided by persons other than the LO or
of the UCD in Q3 2017 for all loans we acquire
>>Fannie Mae and Freddie Mac are implementing MB for which the consumer was allowed to shop
d.)Other: Charges for obligations incurred by the
independent UCD collection solutions, with each GSE:
a.)Having separate system implementation and test- borrower independently of any requirement imposed by
the LO or MB
ing timelines
The GSE’s eMortgage initiative is to identify barriers,
b.)Providing communications, training, and support
explore alignment opportunities and develop action plan
materials specific to their own collection system
>>The GSEs are adhering to the guiding principles during 2016. Implement and act on action plan during
2018.
established under the UMDP and have aligned on:
Are we finally getting past the focus on docua.)Use of the identical UCD Delivery Specification,
which can be found on the UCD pages at Fanniemae. ments? There has been an overabundance of articles
written about documents and data. I look at it as putcom and Freddiemac.com
b.)The data points, enumerations, and conditionality ting the horse before the cart. You need to be focused
on the data required to manage transactions rather than
for the UCD XML file collected by each GSE
>>The GSEs will provide more specificity regarding the documents that would eventually serve as containers for that data. I applaud
the UCD collection mandate
the initiatives on the GSE’s
date later in 2016
requiring data sets based on
>>GSEs Require Seller
the MISMO architecture.
Data for all CDs and must be
The MISMO Momentum
included in UCD XML file in
carries on with other
one of the following ways:
agencies:
a.)One PDF of Combined
>>FHA:
The
Total
Disclosure OR
Scorecard is based on the
b.)Two PDFs – one of
MISMO Application Data Q4
Borrower Split and one of
2016 and they are starting to
Seller Split
work on the new URLA mapFee Standardization is Goal
ping Q3 2016. The Electronic
of UCD
Appraisal Dataset is also
>>Historical Use of Fee
based on MISMO. Q3 2016
Names on HUD-1s Proved You have to understand the
>>CFPB: Lender/technolNeed for Standardization
problem you are trying to
ogy partners are preparing
a.)Analysis of 90,000
solve before you attempt to
for new HMDA reporting by
HUD-1s showed inconsisconducting analysis on data
tency with the naming for a develop the solution.
collection in 2018 for reportfee, credit or charge
b.)Inconsistency in the definition of the fee, credit or ing in 2019.
>>Ginnie Mae: Lender/technology partners are precharge
paring to submit the Pool Delivery Dataset (PDD) by
>>Regulatory Descriptions and Examples
>>Regulatory Descriptions of Fees for Each Section using industry standards set by MISMO. TBD
My message to lenders is that this exchange of inHelp Promote Standardization
a.)Origination Charges: Paid by the borrower di- formation impacts every facet of your business. Don’t
rectly to the loan originator (LO) for originating and necessarily rely on your tech vendors for your solution.
They may very well be your best option, but it is imextending the credit
b.)Services Borrower Did Not Shop For: Services perative that you understand all the idiosyncrasies and
the LO requires that were provided by persons other the interactions with all your other channels of business.
than the LO or mortgage broker (MB) and for which the MISMO is more than a standard; it is a technology
driver for the exchange of information (data) that will
consumer was not permitted to shop
c.)Services Borrower Did Shop For: Services the improve your business process. v
Roger Gudobba is passionate about the importance of quality data and its role in improving the mortgage
process. He is chief executive officer at PROGRESS in Lending Association and chief strategy officer
at Compliance Systems. Roger has over 20 years of mortgage experience. Roger was instrumental in
forming the Mortgage Industry Standards Maintenance Organization and now sits on MISMO’s Residential
Governance Committee. In 2004, he was the recipient of Mortgage Technology Magazine’s Steve Fraser
Visionary Award and in 2008 he received the publication’s Lasting Impact Award. Roger can be reached at
rgudobba@compliancesystems.com.
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The Rules of Innovation
When we look back to the great innovations of the past, it is hard
not to wonder how it could’ve gone differently.

By Michael Hammond

W

e always talk about how the mortgage industry is in need of innovating. Progress In Lending hosts the
Innovation Awards each year to reward those companies that are moving the ball forward. But when
it comes down to it, I think a lot of companies may
struggle with how to innovate and how to move their
clients forward in an environment that is becoming
increasingly regulated.
In an article entitled “The 9 Rules of Innovation”
by Greg Satell, he says that the truth is that there are
many paths to innovation. Here are nine of them:
Rule 1: Innovation is Never a Single Event
Alexander Fleming discovered penicillin in 1928,
but it wasn’t until 15 years later, in 1943, that the
miracle drug came into widespread use. Alan Turing
came up with the idea of a universal computer in
1936, but it wasn’t until 1946 that one was actually
built and not until the 1990’s that computers began
to impact productivity statistics.
We tend to think of innovation as arising from a
single brilliant flash of insight, but the truth is that
it is a drawn out process involving the discovery of
an insight, the engineering a solution and then the
transformation of an industry or field. That’s almost
never achieved by one person or even within one
organization.
Rule 2: Innovation is Combination
The reason that Fleming was unable to bring
Penicillin to market was that, as a biologist, he
lacked many of the requisite skills. It wasn’t until
a decade later that two chemists, Howard Florey
and Ernst Boris Chain, picked up the problem and
were able to synthesize penicillin. Even then, it took
people with additional expertise in fermentation and
manufacturing to turn it into the miracle cure we
know today. Great innovation almost never occurs
within one field of expertise, but is almost invariably
the product of synthesis across domains.

Rule 3: First, Ask the Right Questions
Too often, we treat innovation as a monolith, as if
every problem was the same, but that’s clearly not
the case. In laboratories and factory floors, universities and coffee shops, or even over a beer after work,
people are sussing out better ways to do things.
There is no monopoly on creative thought.
But that leads us to a problem: How should we
go about innovation? Should we hand it over to the
guys with white lab coats? An external partner? A
specialist in the field? Crowdsource it? What we
need is a clear framework for making decisions.
As Satell wrote in Harvard Business Review, the
best way to start is by asking the right questions: (1)
How well is the problem defined? and (2) How well
is the domain defined? Once you’ve asked those
framing questions, you can start defining a sensible
way to approach the problem.
Clearly, no one method can suffice. Look at any
great innovator, whether it is Apple, Tesla or Google,
and you’ll find a portfolio of strategies. So the first
step toward solving a difficult problem is asking
the questions you need to define your approach. To
paraphrase Voltaire, if you need to solve a problem,
first define your terms.
Rule 4: There is No Optimal Size for Innovation
When most people think about innovation, they
think about startups. And certainly, new firms like
Uber, Airbnb and Space X can transform markets.
But others such as IBM, Procter and Gamble and
3M have managed to stay on top for decades, even
as competitors rise up to challenge them and then,
when markets shift, disappear just as quickly into
oblivion.
While it’s true that small, agile firms can move
fast, larger enterprises have the luxury of going
slow. They have loyal customers and an abundance
of resources. They can see past the next hot trend
and invest for the long term. There’s a big difference

Too often, we treat innovation as a monolith, as if every
problem was the same, but that’s clearly not the case.
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between hitting on the next big thing and developing
it consistently, generation after generation.
Rule 5: Leverage Open Innovation to Expand
your Capabilities
When Microsoft launched Kinect for the Xbox in
2010, it quickly became the hottest consumer device
ever, selling 8 million units in just the first two months.
Almost immediately, hackers began altering its capabilities to do things that Microsoft never intended. Yet
instead of asking them to stop, it embraced the hackers, quickly releasing a software development kit to
help them along.
Like Microsoft, many firms today are embracing
open innovation to expand capabilities. Cisco outfoxed Lucent not by developing technology itself,
but by smartly acquiring startups. Procter & Gamble
has found great success with its Connect and Develop
program and platforms like Innocentive allow firms
to expose thorny problems to a more diverse skill set.
As was the case with Alexander Fleming and
companies, follow the 70/20/10 rule.
penicillin, most firms will find that solving their most
The premise of the rule is simple. Focus 70% of
important problems will require skills and expertise your resources in improving existing technology (i.e.
they don’t have. That means that, at some point, they search), 20% toward adjacent markets (i.e. Gmail,
will need to utilize partners and platforms to go beyond Google Drive, etc.) and 10% on completely new martheir own internal capabilities of
kets (i.e. self-driving cars).
technology and talent.
Rule 8: In the Digital Age,
The tricky thing about
Rule
6:
Disruptive
We Need to use Platforms to
disruptive innovations Access Ecosystems
Innovations Require New
Business Models
It’s no accident that the
is that they rarely fit
When Chester Carlson perpeople who would make the
into existing business
fected his invention in 1938, he
vision Engelbart presented at
tried to market it to more than 20
“The Mother of All Demos”
models.
companies, but had no takers. It
a reality actually attended the
was simply far too expensive for the market. Finally, in event and knew Engelbart personally. In those days, it
1946, Joe Wilson, President of the Haloid Company, was difficult, if not impossible, to actively collaborate
came up with the idea of leasing the machines instead across time and space. Today, however, we can use
of selling them outright. The idea was a rousing suc- platforms to access ecosystems of technology, talent
cess and in 1948 the firm changed its name to Xerox.
and information. In a networked world, the surest path
The tricky thing about disruptive innovations is that to success is not acquiring and controlling assets, but
they rarely fit into existing business models and so the widening and deepening connections.
value they create isn’t immediately clear. It’s not just
Rule 9: Collaboration is the New Competitive
products that we have to innovate, but business models Advantage
as well
When we look back to the great innovations of the
Rule 7: Innovate The Core – The 70/20/10 Rule
past, it is hard not to wonder how it could’ve gone difMany people think of innovation as discarding the ferently. And now, the problems we seek to solve are
old to make room for the new, but as Bain & Co.’s significantly more complex than in earlier generations.
Chris Zook points out in Profit From The Core, smart That’s one reason why the journal Nature recently notcompanies realize that the bulk of their profits will ed that the average scientific paper today has four times
come from current lines of business.
as many authors as one did in 1950. At the same time,
Take Google for example. Yes, it pursues radical in- knowledge has been democratized. A teenager with a
novation, like self-driving cars, at its Google X unit, but smartphone today has more access to information than
its continual improvement of its core search business a highly trained specialist a generation ago.
is what made it the world’s most valuable company.
We need to work harder to integrate people with
That’s why Google, as well as many other innovative diverse talents. 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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Changing
the Way the
World is Built

Whether you’re already in it, or you want to break in, there’s significant opportunity
within construction lending and it’s needed.

T

By Chase Gilbert

he construction lending
market is heating up again,
and so is the technology
to take advantage of it. In
recent news, we’ve seen
forecasts where construction is expected to reach $1.5 trillion in the U.S. and
$15 trillion worldwide by 2025. It’s a
segment many mortgage lenders are
still unsure about. I’m the President
and Co-Founder of Built, a technology

provider specifically focused on transforming construction lending.
Demand is up, so the active lenders we work with are thinking about
growth, risk, efficiency and compliance. Then there’s a large category
of lenders who aren’t yet offering
construction loans, but see the opportunity and are exploring solutions
for how to do so without significant
infrastructure investments.

Their biggest concerns and challenges really depend on the individual lender’s leadership team, but we
typically see a heavy focus on sales
growth and ways to mitigate risk. Regardless, both are interested in ways
to utilize technology to achieve their
goals. The sales-focused lenders are
investing heavily in providing a topnotch “borrower experience” while
risk-focused lenders are leveraging
technology to manage portfolio risk
much more proactively than ever before. The fortunate news is that you
don’t have to pick just one.
We’ve found that borrowers and
builders care about two things: rate
and ease of doing business. Rates
are fairly consistent across lenders,
so the variable quickly becomes borrower experience, or how easy it is to
do business with you. In construc-

online platform, everything pertaining to their loan is accessible from
anywhere so they get full transparency and feel empowered throughout
the construction phase.
The borrower experience in construction lending has essentially been
the same for the past thirty years.
From the largest financial institutions
in the world to the smallest local community lenders, the origination and
management of construction loans
currently requires heavy loan administration staffing, duplicate data entry
into disparate systems, complex and
inconsistent spreadsheets, telephone
calls and even faxes.
Borrowers want the same level
of technology that’s already largely
available in personal banking, as
well as all other aspects of their lives.
They don’t want to be hassled by pa-

gives them the ability to initiate and
co-pilot the entire process with their
client. Gone are the days of having
their hands tied behind their back
with a client unfamiliar with the construction lending process.
The biggest obstacle in reducing
construction loan risk has been the
lack of visibility into the overall construction loan portfolio. Disparate
spreadsheets and antiquated systems
don’t help lenders identify the biggest risks to their overall portfolio,
like projects not finishing on time or
having no hope of finishing within
budget. With technology, a great
construction loan administration
platform should proactively trigger
warnings if there aren’t inspections
or draw activities on projects over a
certain period of time, or raise red
flags that prevent mistakes and over-

We’ve found that borrowers and
builders care about two things:
rate and ease of doing business.
tion lending, the borrower experience
is different from a typical mortgage
loan because interim servicing requires the borrowers’ involvement
throughout construction. It’s a longer
relationship with many more moving
parts.
When thinking about “borrower
experience”, the main objective is to
reduce the friction for the borrower
and their builder. Borrowers want
the ability to take action on their
loans whenever and wherever they
need to, so they prefer lenders with
the technology to make that possible.
They want to request inspections,
request draws, see balances, access
inspection photos and other critical
information from their mobile device
or desktop with the ability to invite
their builder into the process. With an

per forms, phone calls, emails, long
delays and manual processes when
they could have real-time control.
The goal is to minimize the time
required to manage their loan, and
facilitate more time focused on completing their project on time and on
budget. The ideal experience for the
borrower - and the lender - includes
the ability to login anytime and see
everything related to their loan.
That kind of borrower experience
can really drive business for lenders.
We’ve seen institutions where up to
60% of new loans are builder referrals based on ease of doing business,
so the referral network from that
elevated level of service pays for
the investment in technology many
times over. Builders refer borrowers
to these lenders because technology

funding. In construction lending, and
pretty much everywhere else in life,
the best surprise is no surprise. With
technology storing and managing the
entire process, lenders are able to
clearly see and manage these risks far
more effectively.
The baseline of technology in construction lending is very low, so the
opportunity for efficiency improvement is substantial. One critical point
to consider when looking at technology for efficiency gains is its ability
to either integrate with your current
systems, or work as a completely
stand-alone solution. Most lenders
have loan origination systems, document imaging, document storage, servicing and other software in place, so
your construction loan administration
technology should have the ability to

The borrower experience
in construction lending has
essentially been the same for
the past thirty years.
plug right into your existing framework to minimize duplicative data
entry. On the other hand, if you don’t
have the resources, time or desire
to integrate, your construction lending technology needs to be a viable
solution to help manage an efficient
process on its own.
As with many other types of lending, construction lenders are using technology to standardize their
processes from origination through
administration, and they are dramatically reducing the time spent to effectively manage these complicated
loans. For example, at Built, we have
seen multiple clients with administration teams of two primary users managing more than 800 active loans.
This would never have been possible
without bringing all of the key stakeholders into the equation.
Beyond the efficiency gains a
lender’s administration team might
experience, technology has also
vastly improved the inspection turn
times and the overall quality of life
for inspectors in the field. With a mobile app, they can instantly connect
to provide project completion details,
upload photos, and more. They don’t
have to waste time wrangling spreadsheets and writing reports, which
means projects move faster, vendors
are paid faster, and everyone’s happier. Faster draw turnaround times
are not just good for pushing the
project forward, but they can have
a material impact on the interest income received, directly affecting the
profitability of the loan.
When all parties are no longer
managing disparate systems and
spreadsheets, manually keying info,

generating inaccurate interest statements and playing traffic cop for inspections and oversight, your team’s
focus can shift to more productive
uses of time.
As lenders know, the regulatory
environment is always changing. But
technology can keep regulation from
crippling an operation by incorporating new and existing compliance requirements into the construction loan
administration workflow. A great
example of using technology like this
would be the Biggert-Waters Flood
Insurance Reform Act (Biggert-Waters). The final actions required for
escrows just recently went into effect
June 30, catching many lenders off
guard. At Built, we are already designing the functionality required to
help lenders adhere so we can get it
live as quickly as possible.
Simplified compliance is a real
benefit from using technology. Standardizing your process gives you the
ability to reduce the paper-shuffling
while continuing thorough documentation of every step in the loan
process per lender, state and federal
guidelines. Controls can be put in
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place to standardize the disbursement
process based on loan type, amount,
borrower relationship, geography
and much more. Plus, those standard
processes help to ensure consistency
in service, which protects your “borrower experience”.
Whether you’re already in it, or
you want to break in, there’s significant opportunity within construction
lending and it’s needed. I hate that I
continue to harp on technology, but it
really does reduce the barrier to entry
and transform the way these loans are
experienced for all involved. When
you look at the country as a whole,
there was a lot of money going into
homebuilder finance pre Great Recession. Homebuilders were getting
huge lines of credit to build homes,
but many of those lenders are either
out of business altogether or no longer extending nearly as much credit.
It’s forced homebuilders to work with
multiple lenders to get the credit they
need, and has created a new demand
for consumers to borrow directly for
construction. There’s a big opportunity for consumer mortgage lenders
to capitalize on this. v

Chase Gilbert is CEO and cofounder of Bulit, a
technology provider for the construction lending
industry. Specifically, the company created solutions
that drive efficiency, facilitate better informed
decisions, and bring transparency to an area of
lending that often leaves participants operating in
the dark. By reducing waste from the system, Built
believes that it can reduce transaction costs and
better the lives of millions of people. For lenders,
Built is able to simplify compliance and ensure
standardization of the construction lending process.

Natural Disasters:

Are You
Ready?
While many disasters are difficult to predict, mortgage
lenders need to initially complete due diligence when
lending in areas where the potential for disasters can occur.

By Fred Holstein and Linda Johnson

D

uring the last few years, we have had a number
of disaster declarations across the country that
involved significant loss of real property and
property damage. From the recent floods in
Texas, fires in California and hurricanes along
the Eastern seaboard, no geographic area is excluded
from weather extremes and their aftermaths. Some
scientists indicate these disasters will continue to
increase based on climate changes; whether you believe
our climate is changing or not, the fact is many areas
of the country are experiencing these catastrophic
events in numbers as never seen previously.

In California during 2015 alone
there were two major wild fires that
were among the top 20 most devastating fires in the state’s history. They
covered 146,935 acres and affected
2,876 structures. Most recently, there
has been historic flooding in Texas
that is affecting homes along the Brazos River. Records indicate that flooding of this magnitude has not occurred
in more than 50 years. As a result of
these disasters many people have suffered losses that they never thought
would happen. Fires and flooding
are only two natural disasters that
can impact properties. Disasters such
as flood, fire, earthquakes, tornados
and windstorms affect thousands of
people and properties every year. As
noted, the number of and magnitude
of these natural disasters is trending
upward - which begs the question: are
you and your borrower ready?
While many disasters are difficult

to predict, mortgage lenders need to
initially complete due diligence when
lending in areas where the potential
for disasters can occur and affect the
risk on their property. If in a rural
area, does the insurance cover the
potential for a forest fire, or in areas
where rivers exist, does the insurance
provide coverage if flooding occurs?
Does the property meet all building
requirements for areas that flood or
are subject to earthquakes? Again,
based on potential disasters, does the
insurance on the property provide
coverage for the borrower which in
turn mitigates any potential loss on
the mortgaged property? Coverage
can be confusing; for example, in the
case of earthquake insurance, it will
cover the damage from an earthquake
but does not cover damage that results
from a tsunami (which can follow an

earthquake) that is covered under
flood insurance.
There are three phases that the
mortgage lender should seriously consider participating in when it comes to
natural disasters: the preparation for
a disaster, involvement when a disaster occurs and what is needed after a
disaster has occurred.
Preparation with Education
Mortgage lenders should be supportive of their borrowers in areas
that could be affected by natural disasters. Providing educational material is a simple way to assist. Lenders
could initially consider including a
mailer, helping borrowers recognize
how to prepare for a disaster situation should one occur and suggestions
on what to do to protect themselves
and their property prior to a possible
event. Websites such as https://www.
ready.gov/natural-disasters can provide valuable information.

place, when a disaster does occur, the
damage may be greater than expected.
According to Barbara Sullivan, the
tax collector and treasurer of Calaveras County, California, who was
discussing the devastation of the 2015
California Butte Fire “you can’t prepare for an event like this.” Even with
disaster plans in place for the county,
the magnitude of the event was far
beyond anything anticipated. As an
example, during the event, Sullivan
said she visited the county animal
shelter and simply because she had on
her county badge, volunteers quickly
looked to her for direction in the
chaos. She gladly assisted, as many
pets and livestock were displaced in
the disaster. The county and its residents are still trying recover from the
devastation.
Mortgage lenders should be prepared to assist their borrower with
information when a disaster occurs,

Preparation initially involves followup with borrowers to ensure the proper
insurance is in place and current, based
on the types of disasters in their specific area. As mentioned, there are government resources available that can
help homeowners as well as insurance
companies that have information that
addresses some of the steps that could
be taken. In areas where there is a potential for forest fires, one suggested
step may be maintaining an area that
is at least 30 feet around the home that
is free of material, such as brush that
will easily and quickly burn. If there
is a potential flood area, homeowners
should know the difference between a
flood watch and a flood warning and
take precautions with any items that
could be moved by flood waters.
When Disaster Strikes
Even with the best preparation in

such as helping them with insurance
filings, securing the property and mitigating any additional damage. There
will be government agencies, such as
the Red Cross, Office of Emergency
Services and others that will provide
assistance if displacement occurs as
well. Lenders should also consider
how they will reach a borrower in the
case that he or she has to move from
the property due to damage.
After the Disaster
Finally, after the disaster an assessment of the damages and needed repairs needs to be conducted ensuring
that the borrower does not become
a victim. There are people who prey
on these types of situations, such as
unethical construction companies
that often provide repairs that are of
poor quality or incomplete resulting
in further degradation of the property.

Mortgage lenders should be
supportive of their borrowers
in areas that could be affected
by natural disasters.

If a lender has a program in place to
help borrowers in these types of situations such as payment deferrals, they
should offer it until the borrower is
back on his or her feet. Helping the
borrower get in touch with the local
government agency is important as
they will have services available and
can answer questions.
The effect on real property can
be dramatic; values of these properties in areas hit by disasters can be
greatly impacted. Lenders could help
homeowners navigate the government
agencies that manage property taxes
to better understand the changes that
have occurred that will alter tax valuation including a possible delay in
payment or exemption in the actual
taxes owed because of the disaster.
Property assessment and taxation
changes vary by state, for example
with California fires, the agencies follow a state law which is covered under
reassessment for property damaged by
natural disaster or calamity. The state
allows the property owner to apply
for a tax deferral based on the date of
property damage and will prorate for
the tax year in which the disaster occurred. Value reduction would occur
after the fact in the form of a corrected
bill. Texas, on the other hand, has a reassessment period that is based on the
property status as of January 1 of that
year, so any damages occurring after
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Fred R. Holstein is vice president and national tax
setup manager for LERETA, a provider of tax and
flood services to the Mortgage Industry. He can be
reached at fholstein@lereta.com

that period would not result in an immediate change for taxation. Properties
in the area of these disasters will see
some form of valuation decline going
forward, all dependent on the direct effect of the disaster and whether or not
they have corrected any property damage by the next assessment period.
Overall, lenders need to be proactive in their risk mitigation; the goal
is to help the borrower stay in the
property. They must be involved in
the process of properly securing the
property until any damage can be

repaired. Keeping the property in
a condition so it can be occupied is
paramount.
Disaster mitigation, as it relates to
securing properties, is a joint effort
between lenders, borrowers and government agencies. The more involved
a lender is in the process of preparation, the more valuation support they
can lend. Having a recovery plan in
place if a disaster does occur will help
ensure that the borrower and lender
will become whole again as quickly
as possible. v
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Linda Johnson is a vice president and national
agency relations and tax set up manager, with
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Industry

Advancement
Marc Riccio, President of Specialized Data Systems, discusses
the future of risk management in mortgage lending.

S

pecialized Data Systems is a software development
company that provides lending and risk management
solutions to banks and credit unions. The company’s
mission is to provide flexible and scalable software solutions
Executive Interview
to help financial institutions improve
efficiency, maintain compliance, and stay current with the most
up to date technology. The company’s products are classified as
“remote” to emphasize their web-based accessibility, which are
housed on the company’s secure servers. We talked to Marc Riccio, the company’s President, about the future of Specialized Data
and the mortgage industry as a whole.

Q: How was the name “Specialized
Data Systems” created?
MARC RICCIO: In 1988, I stopped at a
restaurant where the only food they sold
were hotdogs; no burgers, no fries-- just
hotdogs. Customers were waiting in line
out the door. It made me think: “Now
this restaurant gets it…they specialize
in one thing and they do it exceptionally
well.”Later that same year I started my
own company focusing on that same
philosophy. My purpose was to represent
software companies that specialized in
ONE area and to do it well. I created Specialized Data Systems to be an independent sales organization that represented
small software companies that specialized in their space.
Originally, I was one of the first
companies to sell a “rules-based” loan
origination software, optical disk software and eventually a web-based loan
application software. As a result, I have
developed a reputation of promoting
companies that provide innovative and
cutting edge software.
Since that time, we have evolved into
an integrator and software development
company providing a “rules-based” loan
origination software and risk management software. We have since become
specialists in the loan and risk management software industry.
By concentrating on these specific
financial applications, we help mortgage
companies, banks, and credit unions address both lending risk and operational
risk and achieve our goal of effectively
providing specialized data systems.
Q: What have been some of the biggest challenges since founding this
company in 1989?
MARC RICCIO: The biggest challenge
with providing banking software is keeping abreast of regulatory changes and
providing timely updates. This requires
a commitment of resources and expertise
to ensure that we are fully prepared to
provide complete and reputable software.
When TILA RESPA Integrated Disclosure requirements were released, we made
the executive business decision to support
the creation and generation of the Loan
Estimate and Closing Disclosure documents head on, independent of a forms
provider. This decision allowed us to

Industry Predictions
Marc Riccio thinks:

1.
2.
3.

Over the next 12 to 18
months, lenders will
demand a smooth
integration between their
LOS and CFPB’s HMDA
submission portal site.
In order to properly
respond to the challenges
of new rules and
regulations lenders
will need to invest in
a more robust loan
origination system.
With the growing
overlap between
business continuity,
vendor management,
and cyber security risk
regulations, financial
institutions should consider
centralizing all operational
risk systems onto one
integrated platform.

become experts in the “Know Before You
Owe” rule. We now have people in-house
capable of citing the regulation, which
provides us with a competitive advantage
over other loan origination providers.
In a recent correspondence from a
client, we learned that their auditor
complimented their TRID implementation, calling theirs the cleanest exam
they had completed since the introduction of the regulation.
Another challenge is the intensive process third party providers must go through
in order to be approved by financial institutions. We recognize the complexity and
time involved with implementing new
vendors and maintaining existing vendor
documentation. The approval process no
longer solely relies on providing a contract and list of references; vendors must
now provide everything from financials,
SOC audit reports, business continuity
plans, to security policies and beyond.
We took this opportunity to create a
vendor management system designed to
easily maintain and track all individual
third party providers.
Q: What are the advantages of offering “rules based” loan origination
software?

MARC RICCIO: “Rules-based” loan
origination software, sometimes referred
to as “lending rules” software, is the engine that supports a lender’s unique lending policies and workflow process. If the
loan origination system is designed properly, the software engine allows lenders
who don’t have programming experience
to add or modify “lending-rules” without
affecting the underlying code.
The key to delivering an effective
“lending rules” based LOS platform is
the rules are developed and maintained
separately from its underlying codebase.
Using this approach enables vendors to
always preserve client-specific customization and protects their investment when
customizing the loan origination system.
“Lending rules” can be different from
one lender to another, and this allows
each lender to have their own unique
loan types, data field definitions, screens,
tables, forms, reports, work queues and
workflow process. A completely customized solution is designed to be scalable,
which allows the system to grow with
your institution as you expand your business model.
For example, as loan volume increases
it becomes more and more difficult to
manage your pipeline. By adding work
ques within the lending platform, specific
departmental roles can be broken down
and more closely managed to ensure files
are being processed as quickly as possible
throughout the pipeline. RemoteLender
allows the ability to customize these
workques to accomplish this goal.

Q: A current survey conducted by
Questsoft Corporation has revealed 20
percent of lenders consider switching
loan origination software every year.
Do you find this to be a high percentage based on your client experience?
MARC RICCIO: Based on our current
pipeline and past inquiries, I find this
statistic to be quite realistic. We find
many of our new prospects in need of
switching platforms due to the institution outgrowing their current system and
looking for a more sophisticated and customizable platform capable of supporting
mortgage, consumer and commercial
loan types. We have been able to convert
several clients from their original solutions to RemoteLender.
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Fortunately, at Specialized Data Systems we find we have an extremely low
client turnover. We are lucky to have a
loyal client base, many of whom have
been with us for over twenty years. We
owe this loyalty to our “rules-based”
technology, which allows us to quickly
make adjustments in order to support
new lending requirements including regulatory changes, competitive
pressures, and changing workflow. A
common sentiment we hear from our
clients is that the only limitation of RemoteLender is their own imagination.
Q: What are the biggest challenges
of implementing new technology?
MARC RICCIO: Delivering customized
lending solutions definitely brings new
challenges in regards to implementation
of technology. Specifically, in regards
to our RemoteLender Loan Origination
System, one of the most challenging as-

pects is obtaining and understanding the
lending requirements that are provided
to us from the clients.
When I introduce RemoteLender
to potential clients, I always tell them
“the good news is, we can customize
the lending rules to meet your specific
lending requirements. However, the bad
news is we can customize the lending
rules”. I always seem to get a chuckle
from the client, because they understand
that it is very easy for “scope creep” to
kick in.
“Scope creep” is when a project
grows beyond its originally anticipated
size. Once this process starts, it can be
very difficult to recover. Scope creep
may cause delays in meeting timeframes, changes in functionality priorities, and in some instances can even
affect the budget.
Consequently, it is essential for us
to have a solid understanding of what

the client wants to achieve. You can’t
be afraid to tell the client if they continue to add or change requirements, the
schedule will be impacted and the cost
may increase. It is imperative to define
requirements and obtain an agreement
functional to both parties. Once this is
achieved, it is then our responsibility to
stay on course and deliver on time and
on budget.
In regards to RemoteComply, we
have found that the most challenging
aspect during implementation is managing customer expectations and client
training. Both require a vast amount of
time and resources on both our side and
the client side. The client must be prepared to invest time to fully implement
the system without rushing the process.
Project management is important
to make sure business distractions do
not interfere. Timeframes must be
considered at all times and adjusted
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per the scope of the project. We have
seen everything from change in staff,
management change, internal personnel disagreements, auditors, and other
projects create bumps in the road and
create large obstacles. The most important piece of advice I can provide for
implementation is always manage your
time effectively and efficiently, no matter the situation.
Q: In addition to your loan origination software, you also mentioned
your operational risk management
suite known as RemoteComply. How
does RemoteComply benefit the
mortgage industry?
MARC RICCIO: In general, operational
risk management affects all companies
in the financial industry, not just banks
and credit unions. Operational risk is
an increasingly popular topic in today’s financial industry, and continues
to grow. Operational risk management
covers a span of processes including
ways to identify, mitigate, and control
risk associated with operating tasks.
Traditionally, institutions would rely
on manual processes to monitor their
operational risk but with the growing
concern with managing third parties and
cybersecurity threats, more and more
regulatory requirements are forcing institutions into re-evaluating their current
processes and systems.
RemoteComply is our software suite
which allows mortgage companies and
all financial institutions to centralize
operational risk management tasks onto
one platform. The suite consists of four
systems including vendor management,
incident response, disaster recovery, and
alert notification. The individual systems
within the suite are flexible and scalable,
allowing institutions to grow with the
system. This eliminates the need to ever
add on additional modules or purchase a
different system. The suite provides other
benefits including the ability to maintain
compliance while only having to vet one
vendor, reducing the amount of resources
needed to manage all processes, and ultimately saving valuable time and money.
Q: What are the advantages of
providing business continuity planning, vendor management, incident

response, and alert notification on one
platform?
MARC RICCIO: We have discovered
many major issues in the financial industry due to institutions maintaining a
narrow scope on operational risk management programs, resulting in miscommunication and gaps in the process.
Instead of consolidating all operational
risk management tasks and looking at
the big picture, the different areas of
risk are delegated amongst a large span
of people. Because of this, people don’t
communicate and products don’t communicate with each other which leads
each individual to rarely maintain a
complete focus on operational risk management tasks or they only focus on a
small aspect of the larger picture.
Another issue in the financial industry
is that operational risk management is
often over-looked if the institution isn’t
under an auditor’s microscope. Their
approach to operational risk management is reactive and defensive, rather
than proactive and offensive to auditors
and regulations. They look for systems
after it is too late, and they don’t have
the resources to devote someone entirely
to managing all areas of risk. This leads
to panic and an impulse purchase of
one system covering a small part of the
bigger problem. The time and money is
devoted into the system and then never
used to its full capabilities.
Having business continuity, vendor
management, alert notification, and
incident response under the same roof
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allows the financial industry to easily manage all areas of operational risk
management on one platform. Instead
of spreading the job tasks across departments, the suite allows complete
communication throughout the risk
management process. The suite is designed for institutions to easily follow
best practices and maintain complete
compliance in one system. It eliminates
the need to delegate different job tasks
based on each area of operational risk
management which inevitably saves
time and resources.
Q: Where do you see Specialized Data
Systems within the next five years?
MARC RICCIO: My goal is to leave
my legacy within the financial services
industry and evolve SDS into a major
national technology provider for lending and operational risk management.
This company has come a long way
from the spare bedroom of my condo to
a 5,000 square foot office with a state of
the art training space. I have confidence
in my staff of mortgage and banking
professionals to continually grow this
company. Today we have recognition
primarily in the New England and east
coast areas while in the near future I
would like to expand the reach regionally and eventually even nationally. I
will continue to focus my efforts on
growing the company and succeeding
at what we do best, which is providing
excellent products and services within a
specialized niche market. v

Marc Riccio, President of Specialized Data Systems,
Inc., has over thirty years of experience providing
software solutions to the financial industry. Marc
is known for his forward thinking and vision of
introducing new and innovative technologies
including “rules-based” Loan Origination software,
COLD/Document Image Systems, Internet Security
Services on Demand, Cloud Computing and now
Operational Risk Management software. Prior to
founding Specialized Data Systems in 1989, Marc
worked for several technology companies as a
Systems Analyst, Account Manager and Sales
Manager. Among his significant previous positions,
Marc served as Senior Marketing Representative for
FiServ-Connecticut and worked in the Retail Banking
and Systems group for Bank of America.

Let’s Learn from the

Presidential Candidates
Here are 6 personal
branding lessons every
working professional
can learn from Trump
and Clinton:
By Karen Leland

D

espite having the two
highest unfavorable
ratings of any major
presidential candidates
in history, Donald Trump
and Hillary Clinton have outlasted their competitors—and one
of them is going to become the
leader of the free world.
What does success in the face
of such highly unfavorable
ratings teach us about personal branding? And what
can working professionals at
every level learn from it?
Below, internationally-regarded brand strategist and

revered media expert source Karen Leland, author of the newly
released title, “The Brand Mapping Strategy: Design, Build, and
Accelerate Your Brand,” examines both candidates’ personal
branding successes, challenges
and resulting lessons for us all in
six specific areas. According to
Leland’s predictive Brand Mapping Matrix, the success of any
brand—in business, politics or
otherwise—boils down to how
the brand performs across these
six key dimensions. Leland
details each dimension below,
including exactly how each
candidate fared therein
as well as the correlated
Personal Brand Takeaways, to help other
enterprising professionals achieve in kind.

1. Develop Your Brand by Design,
Not Default. Know precisely where
you are so you can discern where you
need to go.
Trump: The Donald has clearly
defined himself as the billionaire
Maverick, owing no one anything.
Trump has carefully crafted his image
as the anti-establishment candidate
proudly going against the grain. As a
general strategy, it has allowed him to
get away with more than the typical
business leader or politician normally
would.
Clinton: Despite her best efforts to
promote herself as “the qualified candidate,” many Americans have by default stamped Clinton with the brand
of Matron—part of the old guard of
Washington politics. Recently she has
begun to pivot and is trying to find her
way to a brand by design based on
straight-talking thoughtfulness.

Clinton’s status as the first woman
Presidential nominee is certainly
history-making and a proud moment,
as an elevator pitch, it’s flawed. She
would be better served by focusing on
another message (consider Obama’s
focus on messages of hope and change,
as opposed to his race) that resonates
with a wider slice of democrats and
the population at large.
Trump:
Four
words—“Make
America Great Again.” This single
sentence has become Trump’s signature call to arms, his reason why voters
should check the box next to his name
come November. The issue Trump
will face as the election gets closer is
how he will translate this general idea
into specific policies.
*** Personal Brand Takeaway:
All business people need to be able
to present their brand in less than a
minute. For example: When at a cock-

whether it relates to raising money to
fund his campaign or being supported
by the Republican party, is at the heart
of his “why I’m unique” message.
Clinton: Hillary’s strongest point
of differentiation to date has been “I’m
the woman candidate.” The problem
is that too much of her messaging has
focused on this, and the voters don’t
really seem to care.
*** Personal Brand Takeaway:
Positioning yourself by specifically
articulating how your brand speaks
to the needs of your audience, and the
unique way you address those needs,
is critical to creating an effective personal brand. And the more specific
you can be, the better.
4. Brand Tone and Temperament.
What is the consistent mood, tenor,
quality, character and manner you
bring to all your interactions?
Clinton: Clinton’s tone has con-

Every business person, from secretary to
CEO, needs to start by assessing the personal
brand they currently have and be truthful
about the degree to which it exists.
*** Personal Brand Takeaway:
Every business person, from secretary
to CEO, needs to start by assessing
the personal brand they currently have
and be truthful about the degree to
which it exists by design—or default.
Then they need to take stock of the
impact that current brand is having. Is
your brand producing the reputation
you desire? Is it creating the environment and responses you are looking
for? If not, a pivot to a more powerful
personal brand may be needed.
2. Anchor Statement. What is
the go-to description of who you are
and what you do? This is sometimes
referred to as an elevator pitch.
Clinton: To date, Mrs. Clinton has
made her marketing bottom line “I’m
the woman candidate,” but that has not
played well with Sanders supporters
and younger voters in general. While

tail party you are asked the standard,
“What do you do?” can you answer in
a few short sentences that pique the
listener’s interest? If not, your anchor
statement needs some work. In addition, it’s important to pay attention to
how your anchor statement is resonating and landing with your desired
audience.
3. Unique Branding Proposition. What is it about what you do, or
how you do it, that makes you unique,
distinct and special? What sets you
apart?
Trump: The presumed Republican
nominee, Trump has taken a twopronged approach to differentiating
himself. First off, he is keen to point
out (at every possible opportunity)
that he is a businessman, as opposed to
a career politician. Secondly, his message of “I’m willing to go it alone,”

sistently been one of a serious Implementer. The tonal subtexts to her
speeches ring with “I’m experienced,
I know what I’m doing and I can get
the job done.” Her demeanor, while
dignified, is missing an accessibility (and even friendliness) that voters
need to see in order to wholeheartedly
embrace her as their Presidential candidate. However, given the alternative, it may be enough to win her the
highest office in the land.
Trump: Trump is always Trump.
To some, his brash pronouncements
play with a tone of rugged individualism. For others, (even some members of his own party) his demeanor
shows up as angry, and even childish
in cases. So much so that the question
of his temperamental suitability to be
President has become a Democratic
rallying cry. Likewise, Trump’s tone

Despite having the two highest unfavorable
ratings of any major presidential candidates
in history, Donald Trump and Hillary Clinton
have outlasted their competitors.
has some Republicans begrudgingly
supporting him for the sole “anyone
but Hillary” reason. Not exactly the
inspiring message you would want
your personal brand to create.
*** Personal Brand Takeaway:
What you say has power, but the way
you say it—your tone—has just as
much impact. Every businessperson
needs to be aware of how their brand
tone is coming across (online and off)
and adjust where necessary. In addition, taking any tone to an extreme
will always backfire: Too serious or
too snarky both harm a brand in the
long run.
5. Signature Story. Why do you
do what you do? What’s the essential
story that brought you to this place?  
Trump: Rather than focus on a
narrative based on how his past has
informed his bid for the Presidency,
Trump is pointing to the present problems America faces as his reason for
seeking office. But by doing so, he
is missing the opportunity to tie his
brand to a bigger, more historical reason for running.
Clinton: After her win in California on Super Tuesday, Hillary Clinton
spoke about her mother, the influence she had on her life and how the
way she grew up set her on a path to
public service. Clinton has skillfully
integrated her history into her narrative and connected the dots from how
what she learned there has brought her
to here.
*** Personal Brand Takeaway:
Never underestimate the power of
a good story. A strong (and truthful) narrative about where you came
from and what has influenced you to
do the work you now do can connect
you with your customers, employees
and colleagues at a deeper level. Your

brand needs to be more than a single
sound bite or pithy elevator pitch.
Otherwise, you run the risk of damaging your brand when things don’t
go exactly as you planned. The best
brands feature multiple, complementary messages that weave together to
form an accessibly complex and indepth communication.
6. Signature Services. What are
your core competencies?
Clinton: At the heart of Hillary
Clinton’s brand is her varied and deep
experience in government—and her
proven ability to get things done in a
political system that makes this challenging at best. Her particular expertise
in foreign relations—especially at this
time in American’s history—gives her
a powerful place to stand as the candidate of choice. She is able and willing
to talk about the “how” of the why.
Trump: In almost direct opposition
to Clinton, Donald Trump’s brand is
rooted in being “not” a government insider—but a business one. Continually
providing tough talk about his corporate success, negotiation expertise and
business acumen, Trump is presenting
voters with the idea of a president who

About The Author

would function more like the CEO of a
company than the head of state. While
this “non-establishment” message
is resonating with many people, the
downside is Trump’s lack of specifics
and seemingly naïve understanding
of how things actually work in Washington and the protocols that keep the
wheels turning—thus causing a questioning of his suitability for the job.
*** Personal Brand Takeaway:
Know exactly what your brand brings
to the table and how it stacks up
against your competitors, and craft
a powerful way to talk about it that
inspires confidence in others. The fulcrum of your brand needs to rest on
the material ingredients of your values
and commitments.
A standout style (be it a brash Trump
or competent Clinton) is a plus, but
it will only take you so far. At some
point going beyond taking a stand for
what you believe in and specifically
letting people know how you plan to
get there will become a central issue.
Think about one area where your personal brand is being expressed more
in talk than displayed in action and
focus on aligning the two. v

Karen Leland is CEO of Sterling Marketing
Group, a branding and marketing strategy and
implementation firm helping CEO’s, businesses
and teams develop stronger personal and
business brands. Clients include AT&T, American
Express, Marriott Hotels, Apple Computer,
LinkedIn and Twitter. She is the best-selling
author of 9 books, including her most recent title,
“The Brand Mapping Strategy: Design, Build, and
Accelerate Your Brand,” which details proven
strategies, best practices and anecdotes from
real life brand-building successes to help readers
design, build and accelerate a successful brand.
Learn more online at www.KarenLeland.com.

Servicers
must Adapt

or Risk
Extinction
Companies must focus on the following key areas: organizational
health, ability to change and adapt, problem solving, leveraging
expertise, embracing technology, and the ability to partner.

T

By Nickie Badalamenti-Kalas

he number of homes in
some stage of foreclosure and the number
of seriously delinquent
mortgages continued to
decline in May, falling to the lowest
level since October 2007, according
to the latest data from CoreLogic.
CoreLogic’s May 2016 National

Foreclosure Report shows the national foreclosure inventory, which
is the total number of homes at
some stage of the foreclosure process and competed foreclosures,
hovers around 390,000 homes.
In April, the national foreclosure
inventory was roughly 406,000
homes, and in March, that figure

was 427,000 homes. According to
CoreLogic’s report, May’s foreclosure inventory hit the lowest level
in nearly nine years.
CoreLogic’s report also showed
that in May, the foreclosure inventory declined by 24.5% and completed foreclosures declined by
6.9% compared with May 2015.
The number of completed foreclosures nationwide decreased year

after year from 41,000 in May 2015
to 38,000 in May 2016, which represents a decline of 67.9% from the
peak of 117,813 in September 2010.
CoreLogic’s report also showed
the sustained improvement in the
number of mortgages in serious
delinquency, defined as loans that
are 90 days or more past due, and
loans in foreclosure or Real Estate
Owned.

According to CoreLogic’s report, the
number of mortgages in serious delinquency fell by 21.6% from May 2015 to
May 2016, with 1.1 million mortgages,
or 2.8% of all mortgages, in this category.
The May 2016 serious delinquency
rate is also the lowest in nearly nine
years, reaching the lowest level since
October 2007.
Additionally, CoreLogic’s report
showed, on a month-by-month basis,
completed foreclosures increased by
5.5% to 38,000 in May 2016 from the
36,000 reported for April 2016.
“Delinquency and foreclosure rates
continue to drop as we experience the
benefits of a combination of tight underwriting, job and income growth and a
steady rise in home prices,” said Anand
Nallathambi, president and CEO of
CoreLogic.
“We expect these factors to remain in
place for the remainder of this year and
for delinquency and foreclosure rates to

This clearly demonstrates the immediate need to adapt to these rapidly
changing market conditions in order
to survive. Ed Delgado, President and
CEO of the Five Star Institute, a provider of education and training programs for the mortgage industry, told
Wall Street Journal writer Joe Light
that companies which are slow to adapt
to the changing real estate environment
may be in trouble.
“There’s a risk of extinction for companies that are either slow to realize the
change in the market or simply don’t
adapt. You can expect to see both contraction and extinction of some of these
organizations,” Delgado said.
Companies that avoid extinction must
focus their attention in the following
key areas: organizational health, ability
to change and adapt, problem solving,
leveraging expertise, embracing technology, and the ability to partner with one
another to move the industry forward.

opportunity for improvement and competitive advantage.”
“A good way to recognize health is to
look for the signs that indicate an organization has it. These include minimal
politics and confusion, high degrees of
morale and productivity, and very low
turnover among good employees.”
“An organization that is healthy will
inevitably get smarter over time. That’s
because people in a healthy organization,
beginning with the leaders, learn from
one another, identify critical issues, and
recover quickly from mistakes. Without
politics and confusion getting in their way,
they cycle through problems and rally
around solutions much faster than their
dysfunctional and political rivals do.”
Isn’t that what we are forced to do in
these challenging market conditions?
“The financial cost of having an
unhealthy organization is undeniable:
wasted resources and time, decreased
productivity, increased employee turn-

“Turning an unhealthy company into a
healthy one will not only create a massive
competitive advantage and improved
bottom line, it will also make a real
difference.
decline even further,” Nallathambi said.
Magnifying the challenge, loans serviced on behalf of the GSEs, the FHA,
and VA have extensive guidelines, fee
schedules, and ever-changing regulatory requirements servicers must adhere to when protecting and preserving
properties.
The guidelines, however, do not include provisions to address all of the
potential discrepancies that can result in
local and municipal code violations. It is
impossible for the guidelines to take into
account all of these local requirements.
And yet, with the increase in oversight
from the CFPB, and OCC, servicers are
required to compliantly adhere to all local laws.
So what does this mean for servicers
and the default management and field
services companies that serve them?

Organizational Health
Let’s begin with organizational health.
In a book by Patrick Lencioni titled “The
Advantage”, Lencioni explains why
organizational health trumps everything
else in business.
Lencioni states, “The single greatest
advantage any company can achieve is
organizational health. Yet, it is ignored
by most leaders even though it is simple,
free, and available to anyone who wants
it.” He adds, “the health of an organization provides the context for strategy, finance, marketing, technology and everything else that happens within it, which is
why it is the single greatest factor determining an organization’s success.
“Once organizational health is
properly understood and placed in the
right context, it will surpass all other
disciplines in business as the greatest

over, and customer attrition. The money
an organization loses as a result of these
problems, and the money it has to spend
to recover from them is staggering.” This
is why organizational health is critical to
servicers and the default management
companies’ long-term survival.
“Turning an unhealthy company
into a healthy one will not only create a
massive competitive advantage and improved bottom line, it will also make a
real difference in the lives of the people
who work there.”
Organizational health doesn’t happen
overnight, but there are four disciplines
that need to be adhered to make the process work.
1.)Build A Cohesive Leadership Team
2.)Create Clarity
3.)Overcommunicate Clarity
4.)Reinforce Clarity
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“When an organization’s leaders are
cohesive, when they are unambiguously
aligned around a common set of answers
again and again and again, and when
they put effective processes in place to
reinforce those answers, they create an
environment in which success is almost
impossible to prevent,” States Lencioni.
Creating a healthy organization is the
foundation that will allow servicers and
default management companies to not
only survive, but also thrive in today’s
challenging market conditions.
Once the foundation is properly built,
there are five attributes that will allow a
healthy organization to leapfrog the competition and prosper. These are especially
true for companies in the financial services
industry dealing with constant change.
These include: adaptability, problem
solving, leveraging expertise, embracing technology, and the ability to partner
with one another to move the industry
forward.
Adaptability
The one thing that is certain in today’s
market is change. Organizations must
be able to adapt and handle constantly
changing market conditions, the influx
of new rules and regulations, changing
investor requirements, heighten scrutiny,
new SLA’s and the list goes on and on.
Therefore, adaptability is a vital attribute
that organizations must exhibit moving
forward.
Problem Solving
The status quo is no longer acceptable.
Companies can’t continue to do things
the way that they always have if they
expect to survive. Today companies must
be able to proactively analyze market

trends, interpret the impact of changing
regulations on their clients’ business and
constantly solve potential problems before they arise.
Leverage Expertise
Servicing and default management
companies that entered the market in the
last 5-8 years have limited or no experience in dealing with a declining foreclosure market. To survive, it is critical
for companies to leverage the expertise
of companies that have the experience
and knowledge needed to adapt to these
changing market conditions.
Embrace Technology
Technology can be a great enabler, but
companies must think outside the box
on how to solve today’s most pressing
challenges. With the influx of new rules
and regulations, property preservation is
not just about securing a lock or boarding up a window; it is about preserving
the appearance of neighborhoods and
maintaining homes as good as the house
next door.
Servicers must adapt to this new environment by finding innovative ways to
do the important work of protecting and
maintaining assets.

Investors today demand transparency,
the kind that results from a vast number
of data points. To provide this degree of
information, field service providers must
deliver innovative technology solutions
that ease the burden of the field service
representative while delivering a robust
data set to the investors. The days of a field
servicer walking around with a clipboard
and an outdated camera are long gone.
The speed at which servicers can get
information from their property preservation company is a critical factor in quality
control. Mobile technology significantly
speeds up this process.
Strategic Partners
Servicers can’t be expected to carry
this entire loan themselves. They need
to leverage strategic partnerships with
default management companies that can
effectively help the servicers navigate
these challenging market conditions.
The partner must understand the importance of continuously monitoring compliance changes, industry changes, and
business trends that may impact your
organization.
Don’t risk extinction. The time to
adapt is now. v
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Nickie Badalamenti-Kalas is president at Five
Brothers. She works directly with Five Brothers
CEO, Joe Bada, to oversee the daily operations
and long term strategic vision of Five Brothers. A
dynamic entrepreneur, business leader, and skilled
executive who brings leadership, insight, and new
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