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EDITOR’S NOTES
Will Things Ever Change?

I

’ve been in the mortgage industry for almost 15 years now, 13 to be exact.
As I tuck my kids into bed at night and retire to my room I do some of my
best thinking. In fact, I’m always thinking about how I can do things different and better to help the industry progress.
Why am I telling you this? Because I don’t see proof that the majority of
people in the mortgage industry are having these same thoughts. I see more of
the same. I wonder, if the mortgage meltdown wasn’t enough to get people to
proactively think about how mortgages can be done better, what will it take?
And I’m not asking for revolutionary change either. Some times change is
just about doing something new with an old concept. For example, SecondaryWire, Inc., an impartial, regulatory compliant platform designed to execute
wholesale mortgage transactions through the Internet, has completed development of its trading platform.
“We’ve completed a cutting-edge technology, that ensures that brokers receive the best price for their loans and enables lenders to dramatically reduce
the cost of acquiring loans and increase their profits,” said Katherine Chalmers co-founder and executive vice president of marketing for SecondaryWire,
Inc. “Our aim was a trading platform that addressed the needs of both sides
of a wholesale transaction—without forfeiting existing relationships—and we
achieved that goal.”
Brokers are able to maximize the number of bids they receive for a loan,
increasing the price that is paid for it; lenders are able to purchase loans from
anywhere in the U.S., without the expense of having to open branches or adding loan officers.
“SecondaryWire was designed with the requirements of the wholesale market in mind by people who worked in the arena, understand the market, and
knew how to improve it,” said Chalmers. “That’s why we were able to build
a flexible, easy to use trading vehicle through which members can capture efficiencies, and increase profits on behalf of our members.”
SecondaryWire took an existing tool, the Internet, and an existing concept,
online trading, and did something new with it. Kudos to them. Hopefully we’ll
see more companies doing similar creative things in the mortgage space. I’ll
be watching. ❖
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Recovery Tips

The Disparate Impact Theory
Defending against a fair lending claim is never a pleasant
proposition – it is time consuming, costly, and frequently
involves a type of publicity that is not desired.

By Jonathan M. Herman

C

ould it possibly be that, in a country
where one is presumed innocent until
proven guilty, a lender could be found
to have discriminated on the basis of race or
ethnicity, without any evidence that the lender
actually intended to so discriminate? Yet this is
exactly the result of the “disparate impact” and
“disparate treatment” theories of liability, which
are becoming more and more prevalent in the
enforcement of fair lending laws.
The Department of Housing and Urban
Development’s discriminatory effects rule
(“Rule”) became effective on March 13, 2013,
formalizing the “disparate impact” theory as a
tool to establish liability under the Fair Housing
Act. This article is intended to be a primer on
the Rule and a discussion of ways to mitigate
risk of non-compliance under the Rule.
FAIR LENDING LAWS
Laws and regulations considered to be “fair
lending laws” include the Fair Housing Act
(“FHA”) and the Equal Credit Opportunity Act
(“ECOA”). The Fair Housing Act generally prohibits discrimination in all aspects of residential
real estate related transactions and the ECOA
generally prohibits discrimination in any aspect
of a credit transaction, namely actions attendant
to an extension of credit, including extension of
credit to small businesses, corporations, partnerships, and trusts. Both the FHA and ECOA prohibit discrimination on the basis of race, color,
religion, national origin, sex, and marital status.
The ECOA additionally prohibits discrimination on the basis of age and receipt of income
derived from a public assistance program. The
FHA additionally prohibits discrimination on
the basis of handicap. The Rule applies only
to the FHA, but speculation abounds that the
Consumer Financial Protection Bureau and the
U.S. Department of Justice (“DOJ”) will use the
Rule as guidance in enforcing the ECOA.
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The Rule provides as follows: “[l]iability may
be established under the Fair Housing Act based
on a practice’s discriminatory effect … even if
the practice was not motivated by a discriminatory intent. The practice may still be lawful if
support by a legally sufﬁcient justiﬁcation …”

Outlier data that is
suggestive of effect and
those statistics will either
be the DOJ’s sword or the
lender’s shield.

“A practice has discriminatory effect where it
actually or predictably results in a disparate impact on a group of persons or creates, increases,
reinforces, or perpetuates segregated housing
patterns because of race, color, religion, sex,
handicap, familial status, or national origin.”
“A legally sufﬁcient justiﬁcation exists
where the challenged practice: (i) is necessary
to achieve one or more substantial, legitimate,
nondiscriminatory interests of the respondent
[lender] … and (ii) Those interests could not be
served by another practice that has a less discriminatory effect.”
As one might expect, these words and phrases
are fraught with nuanced meanings, which can
keep teams of lawyers arguing for months on
end, all of which become an expensive distraction to your core business.
PROACTIVE EFFORTS TO MITIGATE
FAIR LENDING RISK
The DOJ is generally the “charging party”
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Recovery Tips

when bringing a fair lending claim against a respondent (lender). The DOJ “has the burden of proof to
show that a challenged practice caused or predictably will cause a discriminatory effect.” If that
burden is satisﬁed, the respondent “has the burden

Developing preemptive
strategies through real time
loan data review goes a
long way towards spotting
“trends” and “outliers.”
of proving that the challenged practice is necessary to achieve one or more substantial, legitimate,
nondiscriminatory interests of the respondent or
defendant.” Yet even if the respondent can satisfy
its burden, the charging party can come back and
try to “prevail upon proving that the substantial,
legitimate, nondiscriminatory interests supporting
the challenged practice could be served by another
practice that has a less discriminatory effect.”
In plain terms, a lender’s defense to a fair lending claim is “all about the data,” using data points
derived from the “Three L’s,” beginning with your
document preparation system and loan origination
system (“Loan Data Points”). Those data points include core statistics concerning the loan (i.e. loan
amount, interest rate and fees charged, loan type
and property address, to name just a few) and data
points from the loan application (i.e. national origin,
sex, marital status, among others). Additional data
points may be gathered from your corporate records
(“Lender Data Points”), including matching closed
loans with purchased loans (and type of purchaser),
loan ofﬁcer and/or broker compensation amounts as
a percentage of charged origination fees, individual
branch loan volume as compared to the whole of the
organization, borrower complaints, Home Mortgage
Disclosure Act data, among others. Finally, commercially available demographic data (“Location
Data Points”) is superimposed upon the Loan Data
Points and Lender Data Points, all to “trend” the
data and look for variance that could evidence “discriminatory effect.”
Evidence of “discriminatory effect” includes

“overt” discrimination, namely a clear indication
that the lender engaged in a loan practice. This is
sometimes referred to the “I know it when I see it”
description that is often applied to pornography.
“Softer” signs of a discriminatory effect include
disparities among approval/denial rates between
applicants of different races, national origins, or
sex (potential disparate treatment in underwriting),
risk based pricing that is not objectively based or
ﬁnancial incentives to loan ofﬁcers or brokers on
loans made to protected classes of persons (potential
disparate treatment in pricing). Outlier data that is
suggestive of amount, interest rate and fees charged,
loan type and property address, to name just a few)

and data points from the loan application (i.e. national origin, sex, marital status, among others).
CONCLUSION
Defending against a fair lending claim is never a
pleasant proposition – it is time consuming, costly,
and frequently involves a type of publicity that is
not desired.
The concerns and issues raised above are real.
The largest settlement with the DOJ to date is $335
million; the second largest is $175 million. Developing preemptive strategies through real time loan data
review goes a long way towards spotting “trends”
and “outliers” before your organization appears on a
prosecutor’s radar screen and disrupts your sleeping
habits. 

Jonathan M. Herman is a partner with Middleberg Riddle & Gianna (“MRG”), a law firm whose principal
office is located in Dallas, Texas. MRG Document Technologies is a national mortgage compliance services
practices group within MRG. Through data analysis, Mr. Herman looks to pinpoint both specific loan issues
and global enterprise issues that bear upon whether the loan or enterprise is complaint with pertinent
regulations.
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Your Voice

Happiness & Safety
Customer service is something firms often claim to care about,
but a different story is revealed whenever you’re on their
customer care line indefinitely.

By James Comtois

C

onsidering two big points of concern
within the mortgage lending industry
are customer satisfaction (which actually isn’t exclusive to just the mortgage sector)
and risk mitigation, it’s somewhat surprising
that a program like MortgageSAT hasn’t
been introduced sooner. Then again, customer
service is something firms often claim to care
about, but a different story is revealed whenever you’re on their customer care line indefinitely, so maybe it’s not so surprising.
Regardless, back in April, a Peachtree City,
Ga.-based mortgage lending consulting firm
teamed up with an Ann Arbor, Mich.-based customer feedback providing company to launch a
customer survey and analytics application that
captures consumer feedback and allows lenders
to measure and respond to borrower satisfaction.
Now up and running, through MortgageSAT, The STRATMOR Group has put its mortgage consulting chocolate in the CFI Group’s
customer feedback peanut butter by allowing
lenders to compare their customer satisfaction
performance both internally (i.e., across their
production and back office operations) and
externally in comparison to other lenders. This
data enables lenders to determine in advance
the impact that changes will have on consumer
satisfaction ratings, allowing them to spend resources where it will have the most meaningful
impact.
“Customer satisfaction is a dangerous blind
spot for the lender because it has become a focal
point for our new regulator,” said STRATMOR
Group senior partner Matt Lind. “The result
has been a trend in the industry toward more
responsiveness and transparency regarding the
consumer’s experience in the mortgage process.
Lenders have largely been guessing because

they didn’t have the data or the analytics to
know how satisfied their customers were and
what they should do about it. We’ve changed
that.”
In addition, MortgageSAT offers a way for
lenders to know how borrowers feel about the
mortgage transaction, giving the institution an
opportunity to track experience across a range
of transactions and react immediately to issues.
“Yes, sure, fine,” you may be thinking. “But
what does any of this have to do with the risk
mitigation you mentioned earlier?”

Customer satisfaction is a
dangerous blind spot for
the lender because it has
become a focal point for
our new regulator.
Well, according to STRATMOR managing
director Garth Graham, in addition to giving
lenders immediate reactions from its customers, MortgageSAT can also help a great deal
with risk mitigation, “because if you measure
satisfaction consistently and quickly react to issues, then consumers are far less likely to seek
help from regulators regarding these issues.
But it also helps drive more business, because
MortgageSAT helps you predict how increases
in satisfaction help you increase your bottom
line.”
Graham added: “This is critical for the
mortgage industry because as the refinance
business falls away, making sure customers are
satisfied is how lenders will gain market share
through greater referrals and customer cross sell
opportunities.” ❖

James Comtois has been a financial journalist for more than 14 years and has covered the real
estate and mortgage industries for more than eight of those years. He has written for such
publications as Crain’s New York Business, MarketWatch, Private Equity Real Estate News and
National Mortgage News. He lives in Brooklyn, NY.
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MARKET PULSE
Do You Market Well?

M

arketingProfs
Today
reports that the results
of the 11th annual
Marketing Performance Management Survey are out. This year’s
survey was conducted jointly by
Vision Edge Marketing, ITSMA,
and Forrester.
More than 400 business and
marketing professionals from
over 200 companies completed
the survey, which was designed to
assess Marketing’s performance:
specifically, how marketers use
data, metrics, and analytics.
Some of the key findings include:
—Just 40% of marketers say
measuring Marketing’s value and
contribution to the business is
very important or critical.
—However, less than 10% of
senior executives are relying on
marketing data to make decisions.
—The C-suite can’t relate marketing activity-based metrics to
business outcomes.
—The “A” marketers are ahead
because they know what their
key stakeholders care about.
—These “A” marketers are actually moving two of the most
important business outcome needles: market share and customer
satisfaction/loyalty.
Check out the following infographic, which summarizes
key findings from the Forrester/
ITSMA/VEM joint study to learn
how “A” marketers are measuring business outcomes and using
analytics:. ❖
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Process Improvement
Acquisitions Galore

In the past month two big mortgage technology acquisitions
have happened. Now I wonder: So, what happens next?

By Tony Garritano

B

y now you should know that Davis + Henderson Corporation (D+H) has entered
into an agreement to acquire Harland
Financial Solutions (HFS) and Accenture has
agreed to acquire Mortgage Cadence. Two big
acquisitions to be sure. Having heard the news I
wondered: Now what? How do these acquisitions
reshape the mortgage technology landscape? Before I get into all that I thought that it would be
best to clue you in on these two deals in case you
have not read the news elsewhere.
First, D+H acquired HFS for big bucks. The
purchase price for the Lake Mary, Florida-based
HFS is approximately $1.2 billion in cash. Here’s
why D+H says this deal makes sense for them:
The acquisition enhances D+H’s competitive position as a leading North American financial technology provider to larger financial institutions,
community banks and credit unions, according
to D+H. D+H is acquiring 100% of HFS from its
parent company, Harland Clarke Holdings Corp.,
at a purchase price of $1.2 billion.
“HFS’ services, including cloud solutions delivered on an account-based fee basis or in house
depending on customer preferences, are the perfect complement to D+H’s portfolio business solutions, with limited overlap of clients or products,”
said William W. Neville, President of D+H’s U.S.
Operations. “The combination of our two firms

Both acquisitions are good for
the industry. It shows that things
are happening and people are
willing to spend money in the
mortgage industry.
will create a larger product and service portfolio
for U.S. banks and credit unions who will now be
able to access integrated, market-leading technology solutions through a single vendor.”
Prior to this D+H acquired point-of-sale Mortgagebot for over $230 million and Web-based LOS
15
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Avista Solutions for $40 million. The company is
laser focused on the U.S. mortgage market. They
were contemplating several smaller acquisitions
to become a leading player but discarded that idea
when they heard HFS was for sale.
In the second deal, Accenture agreed to acquire
Mortgage Cadence, a provider of loan origination
software and electronic document management
services in the United States. The acquisition
will add a technology platform to strengthen Accenture’s mortgage business-process outsourcing (BPO) services and enable the company to
provide software to mortgage lenders looking to
increase efficiencies and reduce costs. Terms of
the transaction were not disclosed.
Under the agreement, which is subject to customary closing requirements, Mortgage Cadence
will become part of Accenture and its software
will be incorporated into Accenture Credit Services, a business service within Accenture’s
financial services operating group that provides
consulting, technology and outsourcing services
to financial institutions. Accenture Credit Services
will use Mortgage Cadence technology as a core
loan origination platform to process mortgages on
behalf of its outsourcing clients. Accenture also
will provide the software to lenders on a standalone basis through Accenture Software as part of
its banking software portfolio.
Terry Moore, global managing director of Accenture Credit Services said, “By adding this key
mortgage processing asset, we will enhance our
end-to-end credit services capabilities and bring a
new generation of mortgage processing services to
the industry. This offers lenders improved speedto-market, cycle-time, costs, and productivity.”
Now that we have all the details down, let’s talk
about what really matters, the industry impact.
Will these two acquisitions fundamentally change
the LOS space? The answer, in my humble opinion, is definitely not. It’s wonderful that two large
players, Accenture and D+H, think enough about
our industry to acquire technology components as
part of a strategy to offer a full, end-to-end solu-
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tion to lenders, however that’s really nothing new.
We’ve seen this type of activity historically from
players like Fiserv, LPS, ServiceLink, ISGN, etc.
The real question becomes, what will Accenture and
D+H do with the technology now that they own it.
“I was pleased that Mortgage Cadence found a
long-term partner to help build and support their
clients and business partners,” said Jordan Brown,
Managing Principal at consulting firm MarketWise
Advisors. “The transaction, however, did not come as
a huge surprise. It should be a positive for Mortgage
Cadence and its client base. For Accenture, it is all
about how they execute their business plan and leverage the asset. There is a great deal of competition in
the space among technology giants, which represents
an opportunity but it is all about implementation and
execution. It is an opportunity for Mortgage Cadence
to step up their game with a deeper pool of resources
and capabilities. In the competitive context, this acquisition provides an opportunity for other very adept
systems providers to take stock of their product capabilities and service offerings.”
When discussing the D+H acquisition of HFS,
Brown noted, “This was an aggressive move into
core banking and pivot from their existing focus.
From strictly a U.S. mortgage technology perspective, HFS has several systems that will require significant investment and management focus to get
new traction. I am not convinced that this is a mortgage technology play, but rather a much broader
leap to achieve D&H’s stated goal of becoming a
leading provider of financial services technology to
North America.”
Noted industry researcher and head of Mortech,
LLC, Jeff Lebowitz added, “Through HFS, D+H
acquires a very strong core banking position among
small and medium size institutions. The acquisition
protects HFS from continual erosion in the mortgage
industry. HFS was early in its expensive and longoverdue rebuilding of E3. They likely will abandon
E3 in favor of the Mortgagebot-Avista product line.
HFS clients in the midst of defecting from E3 will
hesitate. They will look at the prospective capabilities they might receive from the combination of
D+H/Harland. D+H is counting on preventing further market share loss and cross selling services to
ensure that this acquisition is additive.
“On the other hand, Mortgage CUSO Prime Alliance Solutions significantly broadened the customer
base of Mortgage Cadence when Mortgage Cadence
acquired them. Accenture will extend the marketing
reach of the combined firms to international financial markets. Joining Accenture Software likely will

not change the type of institutions served by Mortgage Cadence, but will expand its scope and market reach. The Web capabilities of Prime Alliance
already are among the best in the mortgage business.
Accenture will extend this to broaden its functionality and product array. Accenture is filling a glaring
gap in its end-to-end credit financial technology
services strategy. Accenture/Mortgage Cadence will
give D+H a run for its money.”
So, are competing LOS companies afraid that
they have two new larger competitors to deal with?
For the most part, this is nothing new to a lot them.
“From our perspective, we believe it’s a good thing
as it relates to us and other LOS providers,” reported
Binh Dang, President of LOS LendingQB. “Whenever an acquisition like this happens where you have
a behemoth like Accenture come in that has deep
pockets, resources, and a new agenda on where to
take the business, it creates uncertainty among existing clients. Uncertainty creates opportunity for the
competition.
“Accenture stated that they intend to become “the
largest end-to-lend player in the United States, offering technology, business process outsourcing and
software.” That means they intend to capture the
lion’s share of business for LOS deals, other technology projects, and the BPO space. Notable is that
this was attempted several years ago by a couple of
large technology companies that acquired existing
LOS providers, but failed at bringing this type of
aggressive business model together. It could easily
happen with Accenture, too.”
Keven Smith, President and CEO of Mortgage
Builder agrees, “Both acquisitions are good for the
industry. It shows that things are happening and
people are willing to spend money in the mortgage
industry. Technology has risen to the top of the list
when it comes to mortgage origination, which is
very good. Cadence was owned by an investment
company and Accenture is looking to invest in the
LOS space to build out that product, so everyone
wins. However, it will take Accenture a while to figure out how to build out Cadence, which may slow
down new development. Harland has lots of good
nuggets and has always been a solid company. E3
has been a good sweet spot for us to sell off of. Regardless, they have a strong core banking offering.
“Everybody is trying to line themselves up and get
all the pieces in their portfolio,” concluded Smith.
“So, I don’t see these deals changing the landscape,
I see it as a positive for the industry in that larger
companies are interested in the space and offering
an end-to-end solution.” ❖

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

Brainstorming and Creative
Thinking
Remember, by using imagination, intellect and existing
knowledge you can form in your mind a new thought or idea.

By Roger Gudobba

L

ast month’s article emphasized the increasing need in the United States for
more STEM (science, technology, engineering and math) talent in the future. I believe
I made a strong statement on why it was extremely important, especially for the mortgage
industry. What may have been overlooked is the
methodology IDEO used in the brainstorming
session. The most significant component was
the mixture of people from various industries
with a wide range of backgrounds and experience. I also thought it was ironic that with all
the high-technology tools available today they
used multi-colored sticky notes as the primary
method for capturing, recording and organizing
their ideas and thoughts. So how can your organization use these two fundamentals to break
from the past and visualize new approaches to
old problems?

It’s easy to come up with
new ideas; the hard part is
letting go of what worked
for you two years ago, but
will soon be out of date,
said Roger von Oech.
Brainstorming: While you probably can’t
put 100 leading innovators and entrepreneurs
on a plane, you can put a team of employees together for a brainstorming session. It’s virtually
mandatory to have a cross section of employees from multiple departments and roles within
the organization. They will have different skill
sets, thought processes and imagination. They
will draw on their industry background and
experience. I recall reading the following: “All
experiences are neutral. You do not see things
as they are; you see them as you are. You give
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them meaning by the way you choose to interpret them. IBM observed that no one in the
world had a personal computer and interpreted
this to mean there was no market. Bill Gates
and Steve Jobs looked at it as a massive opportunity.”
However, the
brainstorming
session needs
to be structured.
You need a
strong facilitator. Their role
is to encourage
everyone
to
participate and
to not allow
anyone to censor or evaluate
them. People
won’t
participate if their
ideas are criticized. There is no right answer.
Have a methodology, using post-it notes or flip
charts, to capture and categorize all the ideas.
Record everything.
Think about it this way, without question,
our lives would be very different without the
inventions of Thomas Alva Edison. This prodigious creator changed our culture in countless
ways with the seemingly miraculous devices
that flooded out of his New Jersey laboratory. Edison was granted 1,093 United States
patents and 1,200 patents in other countries.
He recorded and illustrated every problem he
worked on in a notebook and used them to review past experiments. He used his notebooks
to review past experiments in light of any new
learning’s and often he would review his notebooks to try and provide new ideas and insight
to other projects that he was working on. He
would read others’ creative ideas, research papers, failed patents and ideas from other fields.
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Future Trends

Thomas Alva Edison once said, “I have not failed.
I’ve just found 10,000 ways that won’t work.”
Creative Thinking: Everyone is capable of creating new ideas and often it is simply the process of
taking an existing idea and building upon it. Most
ideas are in fact modifications of something else
that exists within your knowledge base. Instead of
taking pride in developing a unique product or solution, many organizations are content to be copycats.
They never consider that quite possibly it was copied

You can’t ask customers what
they want and then give it to
them. By the time you get it
built, they’ll want something
new, said Steve Jobs.
from someone else. What’s even worse, such practices prevent most companies from achieving greater
success. What they need are ideas that make a company’s products or services different from those of
the competition.
It’s about breaking from the past and seeing new
ways to solve old problems. It’s about pushing beyond routine and trying new approaches. It’s about
asking why not, but also it’s about realizing that usually there is a good reason why not.
“Innovation is not a single action but a total process of interrelated sub processes. It is not just the
conception of a new idea, nor the invention of a new
device, nor the development of a new market. The
process is all these things acting in an integrated
fashion.”
Your creative thinking ability is built around three
human thought processing functions:
1. Strategy: How you organize and plan
your thought processes. Evaluation of
thoughts and ideas and future plans based
on any given situation or problem.
2. Knowledge base: Your acquired information on a group of subjects and problem
domains. You draw on this information
in order to be able to solve problems
or add new thinking to situations.
3. Motivation and your attitude: Such
factors are often driven by your personality, energy levels, perseverance and

your self-confidence, which in turn are
acquired from a lifetime of experiences
and interactions. Motivation and attitude
affects the decisions and direction that you
take in order to get to a desired result.
Creative leadership: This is about anticipating
needs, and the confidence to rely on intuition to
complement market and consumer understanding.
There are no rules here - we’re trying to accomplish
something.
“If you had told people 25 years ago that, in the
future, nearly everyone on the street would be carrying a portable phone in their pocket or bag, they
might have wondered if that was completely necessary, since there was a pay phone practically on every
corner. If you had then told them to imagine that they
also would be able to use that phone someday to listen
to music, map out how to drive someplace, pay bills,
make hotel and restaurant reservations and instantly
type a message that would show up on another phone
anywhere in the world, they might have assumed, at
that point, that you had entered the realm of science
fiction. But of course, as we now know, smartphones
are in the hands of most people, and many of us feel
lost if we leave home without one.” Excerpt- From
data to decisions II, by IBM.
So, what’s the point of that quote? As humans, we
have an ability that no other animals that we share this
planet with have, an ability to imagine. How do we
apply all of these principles to our space you might
ask? Well, let’s briefly discuss a typical technology
implementation at a typical lender. In this case that
I’m going to detail the lender has isolated a problem in their process. So, what do they do next? They
look for a piece of technology to solve that problem.
Seems like a great plan, right? Wrong.
We’re not doing our best and living up to our true
potential if we’re just solving one problem at a time,
only to wait for the next problem to occur. So, what’s
the right approach to this common lending scenario?
The lender should engage a new technology vendor,
or perhaps an existing one, to solve their current
problem, but that lender should also use the opportunity to look at their whole process and really think
creatively about how it can be improved. If lenders
are always chasing the solution to the next problem,
that’s less time spent on actually do the business that
brings their company revenue.
Remember, by using imagination, intellect and existing knowledge you can form in your mind a new
thought or idea. The mind is like a parachute, it only
works when it’s open. 

Roger Gudobba has over 25 years of mortgage experience. He is CEO at PROGRESS in Lending and Chief
Strategy Officer at technology vendor Compliance Systems. Roger is an advocate of data standardization
and a more data-driven approach to mortgage. Roger can be reached via e-mail at rgudobba@
compliancesystems.com.
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Business Strategies

Do You Want More Customers?
Being able to describe your product or service offering in a manner
that everyone understands is one of the most important marketing
skills you need to master.

By Michael Hammond

If

you’re a lender and rates are rising like
they are these days, you’re looking for new
ways to attract borrowers right about now.
And if you’re a technology vendor you’re looking
for new lender customers, as well. Heck, every
business is or should, always be looking for new
customers.
So, how do you get new customers? There’s no
one answer to this question. In fact, if there was
one easy answer everyone would own their own
business and everyone would be rich. Nonetheless, there is one trick that every business needs in
its back pocket. What’s that trick you might ask?
The answer is a good elevator speech.
In the white paper called “Attracting More
Customers” by Jill Konath, the author of SNAP
Selling & Selling to Big Companies, she notes
that, “Everyday you meet people who could use
your products or services or who know others who
could benefit from what you do. But unless you
tell them what you do in a clear, concise and compelling manner, these relationships go nowhere.
“That’s why you need an elevator speech – a
short description of your business that enables
prospective buyers to know who you work with
and what value you bring to the relationship,”
she continues. “An elevator speech conveys these
marketing messages in a manner that literally attracts the right customers to you. In today’s fastpaced world, the average person is bombarded
with thousands of marketing messages from
multiple mediums every single day. Advertising is
everywhere – television, radio, road signs, e-mail,
banner ads, direct mail, clothing, pens, newspapers and magazines. These pervasive, and often
intrusive methods of capturing attention have
created a backlash; most people don’t even notice
them anymore.
“To break through all this marketing clutter,”
advises Konath, “it’s imperative to have an enticing elevator speech that speaks directly to the
needs of your customers. And, it has to roll off
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your tongue easily, naturally and conversationally.”
Sounds easy, right? Wrong. Too often elevator
speeches include things that you want to say about
your company instead of things that the client
needs to hear about your company to entice them
to close the deal with you. So, how do you craft
the perfect elevator speech? Well, there are key
items to note.
“The success of your elevator speech depends
on your ability to craft a message that offers a
strong promise of benefits to your target market,”

This is the most important
thing to remember as you
develop your own elevator
speech. Focus on what the
customer gets.
says Konath. “A really good one immediately differentiates you from your competitors.”
She adds that, “customer-attracting elevator speeches must convey two main ideas. They
must specifically define your target customer, and
they must help prospective customers understand
the value they can receive from your product or
service.” Here are some tips to follow in order to
achieve these two goals:
TALK RESULTS,
NOT PRODUCTS OR PROCESS
Customers don’t care what you do. They don’t
care how you do it. But they do care deeply about
their business. They’ll be extremely interested if
you can do things such as:
•
Solve a pressing problem.
•
Improve operational efficiency.
•
Eliminate bottlenecks.
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CRM Systems, and the most powerful and accurate pricing
engine on the market. These tools and our commitment to
your success help your business grow faster and easier!
A team of Professionals that work just for
you during the processing, underwriting and
closing of your loan. All In One Location!
Licensed in 29 States and oﬀering an
extensive product mix.
The Power of a large company with the
service of a small company!

This dedication to our team, may be why we have
experienced explosive growth over the last 3 years, as
a tech-savvy lender and also ranked among the fastest
growing private companies in America.

Welcome to
World Class Service!
www.L1Mortgage.com

ContactUs@leader1.com

LeaderOne Financial Corporation is an Equal Housing Lender. We fully comply with the Equal Credit Opportunity Act (ECOA) and all other federal regulations.
Kansas - State License # - SL.0000340--- , Coporate License # 12007 -- LeaderOne Financial Corporation-- 11020 King St. Overland Park, KS 66210

Business Strategies

•
Increase sales or cut costs.
•
Enhance customer loyalty.
•
Open new markets.
This is the most important thing to remember as
you develop your own elevator speech. Focus on
what the customer gets – the outcomes – not on what
you do.
KEEP IT SHORT, SIMPLE AND CONCISE
1-2 sentences is the maximum you should use. If
you feel you absolutely must say more, you haven’t
determined the true value you provide. Or, you love
your product or process so much you feel compelled
to describe it in all its glorious detail. Don’t. Limit
yourself to just 1 or 2 outcomes. If you say more,
you dilute your message and confuse your potential
customers.
Contrary to what you may think, the more narrowly you describe what you do, the broader your
appeal will be. Conversely, the more broadly you
describe what you do, the less attractive your proposition is. People want specialists. Short and sweet
makes a winner. If you can say your elevator speech
(as it’s described below) in less than 10 seconds
you’re doing well.
CLEARLY IDENTIFY
YOUR TARGET MARKET
Do you work with certain industries such as technology companies or professional services firms? If
so, include it in your elevator speech. Do you work
with certain types of people such as executives,
salespeople, plant managers, or accountants? If so,
spell it out.
Whoever hears your elevator speech should know
exactly what kind of businesses or people you work
with. Remember, your elevator speech doesn’t have
to attract everyone – just those who might be able to
use your products or services.
MAKE SURE IT’S CONVERSATIONAL
An elevator speech is not an ad or a slogan or a
tagline, so avoid words you wouldn’t normally use if
you were talking to people. You don’t need to sound
“catchy.” Remember, when you’re talking to people
you use lots of contractions. You don’t say “are not”,
you say “aren’t” in everyday conversation.
Choose the simplest words possible for your elevator speech. “Use” is better than “utilize.” “Get”
is better than “obtain.” “Turn” is better than “transform.” These are the words you use (not utilize)
when you’re talking to someone. Also, I recommend
using 8th grade language to ensure your elevator
speech is understandable to all. Don’t use acronyms,
impressive-sounding words or complex descriptions

unless your target market is people who know the
meaning of everything you say.

An elevator speech is not an
ad or a slogan or a tagline,
so avoid words you wouldn’t
normally use if you were
talking to people.

STRIVE FOR REPEATABILITY
If your elevator speech is easy for you to say over
and over again, then you have it right. Plus, those
who hear it can easily repeat it when you’re not
around – spreading your message to others who may
benefit from what you offer.
Make no mistake, crafting your elevator speech
is a challenging exercise. It may take you months to
achieve the clarity and simplicity that you want in
this marketing message. The key to coming up with
a great one is this – create the best elevator speech
you can right away, practice it, and then use it. When
you see how people respond, refine it over and over
again till you are confident that it’s clear and that it
will attract just the right customers to you.
Every word you use in your elevator speech is
critical. Your prospective customer either understands what you do or he doesn’t. She’ll be interested
in learning more about your offering or she won’t.
That’s why finding the right words is so important.
If you take a step back and think about it, being
able to describe your product or service offering in
a manner that everyone understands is one of the
most important marketing skills you need to master.
It takes time and effort to work through the many
iterations that you’ll try before you arrive at one that
works like a charm. But the challenge is worth it.
Enticing is good!
Just think how you’ll feel the next time someone
asks, “What do you do?” Your heart won’t beat
rapidly in your chest as you stumble and bumble
through your clumsy, poorly worded, non-appealing
elevator pitch. Instead you’ll look at your prospective customer with a winning smile on your face and
very confidently close that deal. ❖

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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As The Mortgage Industry Evolves
How Will You Manage Change?

Where
are you
now?

Where
would you
like to be?

Is it
possible to
get there?

How do you
achieve this?

Is the plan
working?

Make
necessary
changes

Whether you are looking to update, optimize or replace a legacy loan
origination system Automated Solutions Inc. can help you bridge the
gap between where you are today and where you want to be.
For the past 10 years ASI has been recognized by the Mortgage Banking community as a reliable source for
technology change Management by virtue of experience, training, education, professionalism and strong “client
focused” project management skills. ASI can help you develop and deliver a business It plan that will streamline
your business by identifying and removing technology defects in the loan process which expose compliance
risks or lead to long turn times and manual work arounds. ASI’s mortgage industry knowledge combined with a
deep understanding of mortgage technology ensures efficiency in achieving change within your organization.

Automated Solutions Inc.
FA c I l I tAt I n g c h A n g e

contact claire hernandez, ItBMc - Mortgage technology Project Manager at:

(732) 735-0172 | asitechgroup.com

Meeting Doomsday

Head-On
January 10, 2014

“God grant me the serenity to accept the
things I cannot change, the courage to change
the things I can, and the wisdom to know
the difference,” said Reinhold Niebuhr.

By Rebecca Walzak and Barbara Perino
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E

verywhere you look these days you see
the signs that alert you to the approaching
Doomsday. Even the MBA is joining in the
chorus asking, “Are you ready for January
10, 2014?” with a countdown figured prominently on
the page telling you how many days are left. What
makes this time so fraught with fear and danger? Well,
it is the day that most of the new regulations issued by
the CFPB become effective. But why are we so fearful
of this day and what makes us think this could be the
end of the world as we know it?
Over the past several months I have talked to or
heard from a plethora of colleagues who are entirely
focused on these issues; either in the sense of what
these requirement will be, and/or, how in the world
they can be implemented on time. In many cases the
prospect of dealing with these regulations seem overwhelming and creates an underlying current of fear.
Lenders, whether they express it out loud, or just try to
shove it to the back burner, know that this implementation is probably the most difficult they have undertaken. In fact, a recent industry study found that 50%
of lenders said that this is the most challenging issue
facing them in the second half of 2013.
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January 10, 2014
Add to that, the responses to these
requirements from other segments of
the industry such as Fannie Mae and
Freddie Mac, new secondary market
players that appear to have emerged
just to address the fallout from these
regulations, the multiple technology
“solutions” being trumpeted as the answer to all these issues and the challenge can seem insurmountable. On
top of this lenders are struggling with
keeping costs at a minimum while trying to decide where to spend the funds
they have allocated. As a result, they
are just overwhelmed and uncertain
how to proceed. And we all know that
uncertainty causes fear and fear leads
to stagnation. It’s no wonder that we
see this date as Doomsday.
In this environment lenders must
also keep in mind what the regulators
expect to see within an organization

your processes so that, as management,
you have the facts and figures on how
your process is working; how well it is
satisfying the needs of the consumers
and how it is preventing any harm to
the consumer. As one lender found out
the hard way, it means “show me how
you process controls for and produces
fair lending results.” Could you answer
that question if asked of you today?
So what’s a lender to do? Stop worrying and learn to love the bomb—oops
I mean the regulations. Ok, so not love,
but at least think about how you are going to address this problem. Rather than
worrying about what you can and can’t
do, what you know and don’t know,
what you have and haven’t done, stop
and picture what you want the organization to do, look like or have in place
when you are finished. Visualization is
one of the best ways to focus on what

In many cases the prospect of
dealing with these regulations
seem overwhelming and creates
an underlying current of fear.
once the regulations become effective.
The CFPB and the OCC, as well as
other federal and state regulators have
made it clear that this is not just your
father’s regulatory requirements. It is
an entirely new approach and turns the
paradigm of mortgage lending, if not
on its head at least on its side. With the
implementation of these regulations
lenders will be required to focus on
their “ability to detect, prevent, and correct practices that present a significant
risk of violating law and causing consumer harm.” What this really means
is that you have to be able to control
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you want to accomplish and it gives
you direction as to how to proceed. As
the Chinese say, “If you don’t know
where you are going, any road will take
you there.” So figure out the road you
want to take and then identify what you
need to do, what decisions you need to
make and what steps have to be taken.
While each individual company will
have to make up their own mind about
how best to accomplish this task, there
are approaches that can provide a very
broad roadmap to follow. While none of
these are intended to be an all-inclusive
answer, they do provide a bevy of ideas

that can help you sort through various
ways to deal with the issues at hand.
Option One:
Organizational Culture
A culture is a way of thinking about
your world. It is based on a set of
values that create the whys and ways
things are done. This approach focuses
on the people of your organization
and their approach to managing compliance. Each individual within the
organization must be knowledgeable
about all the regulations that impact the
functions they perform and be able to
discuss the methods for fulfilling them
with the consumer. So if a consumer
questions whether your decision was
consistent with Fair Lending requirements, the loan officer and/or underwriter will need to be able to walk them
through not only your policy, but how
that policy is implemented in the decision making process for their loan.
In order to implement this approach,
the organization will need to assess the
current knowledge level of the staff
and identification of its educational
needs. All policies surrounding the
company procedures must be documented, including any new policies,
and a comprehensive training program
put together. It requires an in-depth
evaluation of staff knowledge today
and what educational requirements
will need to be fulfilled. Ultimately this
gives each individual the ability and if
delegated, the authority to work, manage and resolve issues and opportunities that arise in relation to these new
requirements.
There are of course, some positives
and negatives to this approach. It has
a very strong consumer orientation and
provides a positive image to both the
public and the regulators. Negatives include the cost associated with training
and maintaining the staff at the level
of knowledge and experience needed
to be successful. In addition, it is very
easy to lose face with the consumer as
only one misstep could result in quickly changing the company’s image.

Option Two: Technology
Control
Using technology to do the thinking
for your staff is another approach that
may be considered. Here, the technology is programed to identify variances
from requirements as established in
your policies. The process and people
workflow is designed around the company’s technology capabilities. This
approach would, for example, automatically produce a new Good Faith
Estimate if changes in fees, product,
etc. occurred after the initial application was input into the system.
Positives to this approach include a
smaller chance of random errors occurring, and greater control over documents and processes. It is also much
easier to change the technology as the
regulations change. The downside is of
course, the reduced ability to deal with
individual consumer issues. In order to
address unique consumer needs a complex and complete delegation of authority must be in place and authority
levels must be implemented through
the technology as well. This approach
requires an expanded in-house legal
and compliance staff to ensure the
technology is accurate and up to date.
Option Three: Perfection
through Reviews
Based on the concept that product
reviews will ensure perfect outcomes,
this approach is based on creating a review function for every loan. At some
point in the process as well as after
closing, each file will be reviewed for
compliance with the regulations. Errors will be sent to the compliance/legal group who will work to resolve any
issues. At the end of each production
cycle, usually at the end of each month,
reports will be distributed that identify
what types of errors were made and by
whom. Between the file resolution process and the monthly reports, there will
be an immediate feedback to all staff
members.
Of course there are negatives associated with this approach as well.
Conducting this type of review on every file is very expensive since a large
number of highly trained staff must be
in place. There is also a concern about
inconsistency in the results, which also
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leads to the potential unreliability of
the reports.
Option Four: Data Driven
The approach that seems to be
gaining the most traction in both the
regulatory community as well as with

out its negatives. One of the largest
issues is the reliability of the data and
the acknowledged lack of data quality
within the industry. Another issue is the
lack of understanding of process control methodologies within the industry.

A recent industry study found that
50% of lenders said that this is
the most challenging issue facing
them in the second half of 2013.
lenders is one that focuses on the data
and the underlying process. It focuses
on the collection and analysis of data,
which allows the lender to establish the
acceptable level of variation within the
process itself. Underlying this data collection is a set of rules based on how
each internal process handles the regulatory requirement. When the process
is not followed a variation is identified
and reported from the system. Analysts
can then determine if the process is
performing at the expected level, where
there are weaknesses in the process and
the risk of compliance failures.
This approach is already being accepted within the industry and is seen
in the data required for appraisals, the
methods of review implemented by
OMSO and even by senior management in evaluating staff performance.
Furthermore, companies such as Mortgage True View have developed a tool
that not only provides accessibility to
sophisticated analytic and reporting
tools, but is focused on providing an
industry wide database for overall industry analysis. This type of analysis
will not only allow lenders to know
what the regulators will find when they
conduct examinations, but will give
them the ability to conduct a comparative analysis of themselves in relation
to the industry as a whole.
Of course this approach is not with-

Without this knowledge it is difficult
for companies to understand what the
data is telling them and how to use it
to make improvements and control
the process. There is also an expense
associated with this approach since it
will require access to or development
of a database of findings. Staff will also
need to be trained.
Costs and Value
Of course everyone recognizes that
these new requirements are going to
cost money. In an article entitled “The
New Normal”(Mortgage Banking,
June edition), Kelli Starkey of Fidelity Bank, Minneapolis stated that, “…
mortgage bankers are now charged
with complying with a plethora of
regulations which for many has resulted in the addition of entirely new
departments, staff with high-quality
non-producing, compliance and quality
control personnel. In some cases, mortgage bankers have seen their overhead
expenses increased 10 to 20 percent as
a result of compliance.”
So how will lenders view these new
requirements in terms of value? While
some lenders just cannot see beyond
the dollars they are spending, most others are struggling with how their value
proposition will be impacted. From
talking to lenders it appears that there
are two ways management is viewing
these changes. The first is to add value
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to the organization despite the costs and
risk associated with these requirements.
Some may choose to limit their product
offerings so that exposure is limited.
Others may look at added personnel

the management meeting discussions
and decisions made passed back to the
operations staff. Some lenders have delegated the responsibility for this reporting to a C-suite function known as Chief
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costs as a way to mitigate the regulatory
risk and so that the organization’s value
continues to grow. For some it may be
an opportunity to develop and implement exit strategies.
For many others, the regulations
are a way to add value simply because
they are there. These new regulations
provide the opportunity to evaluate processes and technology so that changes
that enhance efficiencies can be added.
Many also believe that refocusing the
organization toward a consumer orientation will improve referrals and return
business. Either approach has its challenges, but both are focused on adding
value to the organization and should be
incorporated into the overall regulatory
implementation plan.
Governance and Control
This is an area that is seldom mentioned when discussing the new requirements yet everyone recognizes that no
matter how much time and effort is
placed on the implementation, there
will be errors and breakdowns in the
process. It is not enough to just have
things in place. Management will be
held accountable for identifying problems and fixing them, not one at a time,
but on an overall procedural manner.
This is what governance and control
is all about. Every organization should
have a defined delegation of authority to
address unique situations and a way to
track these loans. Management should
have a reporting structure that provides
data specific problems, the frequency
at which they occur and the severity
of the problem. How these problems
are addressed should be included in
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Risk Officer or CRO, while others have
developed separate review teams that
focus only on the regulatory issues. Still
others have delegated this responsibility
to their Quality Control function. Whatever way you choose, make the decision
and then make sure the reporting and
review actually happen.
Roadblocks
Despite the best of intentions, lenders
are still hesitating to tackle the regulatory challenge. The reasons for this
delay are many, but one of the most
frequent ones expressed is that it is best

is important to recognize that everyone
is in the same boat and in all likelihood
it takes several iterations before there is
a final right way and wrong way. It is
also natural to fear change. It is probably one of the biggest fears that face
mankind and we tend to find other
things to occupy ourselves rather than
deal with change head-on.
Another issue that is preventing a
full, rapid implementation is data quality. While we have talked for years
about the quality of data and MISMO
has been working to bring conformity
to the data, we still have a long way to
go. Data quality has for years, been an
issue that was great to talk about because nobody really expected any work
to be done. That is no longer the case.
If we are to be “data-driven” organizations, we must tackle this problem even
if it means revamping our technology.
Finally there is the cost. Costs come
in two forms; implementation costs and
the ongoing costs of managing, reporting and dealing with the problems that
occur. These costs include new technology, revisions to our existing technology and increased costs of products and
services we use due to their increasing
costs. One of the most critical problems
that must be dealt with in choosing your
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to wait until the rules are finalized. Well
you may be waiting a long time. After
30 plus years, RESPA is still not “final”
and discussions and arguments about
its requirements occur daily. There are
some roadblocks that are more than just
excuses and they need to be dealt with
so that lenders can get on with implementing these requirements.
The first of these roadblocks is Fear.
It is natural to be fearful of the unknown
and after all the talk about the penalties
that can be imposed, the consequences
of doing it wrong are overwhelming. It

approach is the cost involved. Knowing
where to spend the resources available
is critical not just to the bottom line for
this year, but for years to come.
Getting ready for next January will
not be an easy task, but failing to prepare for the upcoming changes will
only prove more harmful than not doing
things the right way. As company leaders we must take charge, own the risk
and manage it the best we can. In the
long run the Doomsday that you fear
will come and go and your organization
will be better for it. 
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M

ost lenders do
business at 90
miles an hour.
They have to. When
business is booming, as
it was during the majority of 2012 and 2013, it
takes sheer speed to keep
up with — and capitalize on — demand. When
business slows down,
like it did in June of this
year, they shift gears
and put their efforts into
downsizing their staffs,
strategizing their next
course of action, and of
course, figuring out how
they’re going to get their
piece of the shrinking
pie. Whether business is
up or down, lenders are
going full speed ahead in
one direction or another,
because
they
simply
can’t stay profitable if
they don’t. A lender can’t
survive if its staff is leisurely meandering down
the path toward originating and closing loans.

BY LISA BINKLEY
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Lenders really need to be mindful
about their business processes when
moving along today’s breakneck
speeds. It was Benjamin Franklin
who once said, “Make time for all
things. Great haste makes great
waste.” Of course, Mr. Franklin

ing simply isn’t practical in today’s
market. Humans don’t have the consistency, accuracy or reliability to
meet the demands of regulators, the
GSEs or investors 100% of the time.
Human decision making capabilities
are best used in an exception process,

A lender can’t survive if its staff is
leisurely meandering down the path
toward originating and closing loans.
didn’t live in the technology age. But
his words still ring true, especially
for our industry. In a fast-paced environment, lenders who rush forward
without being mindful about their
processes can inadvertently produce
sloppy, error-prone work or find
themselves spinning their wheels,
going around in circles, and spending
costly labor hours while accomplishing very little.
The fast tempo of business isn’t
as much of an issue for larger lenders. They generally have the benefit
of using advanced technologies that
help them ensure quality and compliance throughout the industry’s ups,
downs, twists and turns. Small to
midsize lenders, however, aren’t always as progressive about leveraging
technology. In fact, when it comes to
appraisal underwriting, the vast majority of small to midsize lenders fail
to take advantage of automated processes. This group typically handles
the appraisal review process manually at the hands of a credit underwriter
who happens to be responsible for
that function at the company. Sometimes they’ll use an underwriter and
sometimes they’ll use an appraiser,
but what they don’t use is the sort of
technology that could make the process ten times more efficient while
also capturing the intelligence from
the appraisal data and the reviewer’s
decision.
There is no way to candy coat this
issue. Manual appraisal underwrit37
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rather than being put to waste on rote
checklist processing. Manual appraisal underwriting puts lenders at
risk, and it’s probably causing a lot
of inefficiencies along the way, too.
If the advanced technologies used by
large banks are the equivalent of the
industry’s sleek Italian sports cars,
then the small and midsize banks’
manual processes are our parents‘
old station wagons. As reliable as
they once were, those old station
wagons can’t get you where need
to go as safely or quickly. They certainly can’t handle the hairpin turns
of today’s highly regulated market,
particularly when they’re going 90
miles an hour.
So what’s a lender to do if it wants
to switch to an appraisal quality verification technology without breaking
its 90-mile-an-hour pace? Fortunately, there are a few steps you can

PDFs or XML Documents
I’m seeing a lot of lenders using
legacy imaging technologies that
change file extensions and basically
convert first generation PDFs to just
another piece of paper. That’s not
progress. If you want to stay in the
fast lane while transitioning to a better, safer way to underwrite appraisals, do yourself a favor. Stop using
these outdated imaging techniques or
start storing your data in first generation PDF or XML formats.
One of the reasons appraisal quality technologies are so efficient is
because they analyze data straight
from a first generation PDF or XML
file or MISMO XML. If you use an
imaging technology, then circle back
to extract data from the converted
document, then invest the time to
put that data back into a format that
your technology can read, you’ll take
yourself right out of the fast lane and
onto the goat path. Sure, you can use
an OCR technology to extract data
from the document, or you could hire
someone to manually extract the data.
But the easiest and most efficient way
to ensure your data is accessible is to
keep it in readable/parseable form in
the first place.
Make sure to store your data. Storage is so inexpensive these days that
the cost far outweighs the expense
of trying to extract data from a nonextractable source. Data is king. The
industry is only going to become
more and more reliant on data for its
decisioning, verifications and proof
of action. There’s no substitute for

Manual appraisal underwriting puts
lenders at risk, and it’s probably
causing a lot of inefficiencies along
the way, too.
take that will enable you to transition
to using an appraisal quality verification technology without slamming on
the brakes.
Keep and Store First Generation

a data mine that can be parsed to
capture and store the information
and elements of any given appraisal.
Additionally, having a data mine of
your appraisal reports is key to un-
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derstanding property risk and reward
in your lending footprint.
Develop a Process for Underwriting by Exception
You don’t want to take appraisal
underwriters completely out of the
process. We will never be at a place
where technology can completely replace human decisioning processes.
That said, it will be to your advantage
to leverage the expertise and core
competencies of your staff. When
you rely on manual underwriting
processes, you’re essentially thrusting the entire gamut of evaluation
and review tasks onto the appraisal
underwriter. However, when you
use an appraisal quality verification
technology, the technology does the
tedious part. It quickly searches and
analyzes the appraisal and reports its
findings on an “by exception” basis.
Appraisal underwriters are a
skilled group, and their salaries
reflect their skills and expertise. If
you use an appraisal underwriter
to review every aspect of every appraisal, which can range from nine to
29 pages, you’re paying an awful lot
for a skilled professional to engage
in very basic tasks, like searching for
empty boxes on a form.
Start building new policies around
exceptions so that when you implement your technology, your appraisal
underwriters can hit the ground running. If you’re using a good appraisal
quality verification technology with
your customized business rules, it
will flag files based on the exceptions
that you predetermine. If you have an
investor with special conditions for
homes that were foreclosed upon in
the last four years, you should be able
to create a rule that flags every appraisal with that particular condition.
If one of your investors has certain
requirements for homes with Chinese
dry wall, you should be able flag for
that as well.
Once you have your policies set,
you’ll get faster, more consistent and
more efficient appraisal underwriting,
but that’s not all. You’ll also have a
documented paper trail that indicates
how an appraisal was underwritten,
complete with the commentary that
39
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explains why certain decisions were
made. Remember, if you’re ever audited, it’s not enough to simply have
a policy. The onus is on the lender
to prove that policy was followed.
Each underwriter reviews collateral
differently, and with different biases.
Whether you have four or 40 underwriters, technology standardizes the
process using your rules.
Develop a Workflow Process and
Training Program for Underwriters
Most lenders already have policies for their underwriting staff.
However, they don’t always have

a more skilled underwriter’s evaluation, it would have a higher score.
This rating system takes the
underwriting-by-exception concept
one step further. Each appraisal is
ranked according to user-determined
criteria, so a supervisor can allocate
appraisals to the appropriate underwriter based on the complexity of
the exception, in literally a matter of
seconds. Plus, if a senior underwriter
needs to train a junior staff member
on certain types of conditions, the
appraisal’s rating can alert when
those conditions are present. That
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an official training protocol when it
comes to underwriting appraisals.
Hiring new staff always takes ramp
up time, which can pose a problem
when you’re going full speed ahead
in your business. Lenders who want
to operate a little leaner often get
around this predicament by maximizing their staff. They train junior
staff for more senior underwriting responsibilities. If you set up a training
program for your underwriters prior
to implementing your appraisal quality verification technology, in-house
training won’t merely be easier, it’ll
be faster and more efficient, too.
Choose a technology that goes
beyond analyzing appraisals and reporting on quality. If you want to stay
in the fast lane and operate leaner
with staff training, find a technology that also ranks appraisals based
on the complexity of the exceptions
it uncovers. In other words, if the
exceptions are minor, it would have
one score. If the exceptions require

way, both the senior and junior underwriter can maximize their output
at all times. They can stay in the fast
lane, fulfilling their usual professional responsibilities the majority of the
time, only stepping outside of their
day-to-day activities to train together
when specific training conditions are
met.
When you’re running at warp
speed just to stay profitable, it’s very
easy to think that you don’t have
time to implement new technologies,
regardless of how much they’ll improve your processes and protect you
against noncompliance. However,
it’s still very possible to upgrade to
a safer, more advanced and progressive vehicle when traveling at the
high speeds a successful mortgage
business demands. By taking a few
simple actions prior to implementing your technology, you can protect
your bottom line while elevating
quality and compliance, without having to leave the fast lane. 

THE INDUSTRY REALLY NEEDS TO IMPROVE ITS IMAGE
Even with new regulations in place, the public doesn’t always believe we’re out to do what’s best for them.

D
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By Phil Hall

oes the
mortgage
banking
industry still have
an image problem?
According to
researchers at the
University of Vermont,
this appears to
be the case. The
university recently
offered a list of the 10
saddest words in the
English language.
The offending
verbiage included
the following: hell,
hate, lie, bored, bitch,
never, can’t, nothing,
don’t and mortgage.
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“When you stop and think about
it, it’s an ugly place to be,” says Bill
Campbell, president of New Yorkbased Campbell Lewis Communications. “The industry seemed to give
up all goodwill generated over generations, and it is now living through the
image of the disaster from the last few
years.”
Becky Walzak, president of Looking
Glass Group, LLC, an Indianapolisbased consulting firm focused on
business transformation initiatives in
the financial services industry, agrees
with Campbell’s observation. “Mortgage bankers have a reputation to live
down,” she says. Not just the originators, but servicers too. Even with new
regulations in place, the public doesn’t
always believe we’re out to do what’s
best for them.”
Can the mortgage banking industry
change the negative image that it continues to carry? Or does the situation
require something deeper than clever
PR spin?
Christi Rankin, CEO of the Ann
Arbor, Mich.-based public relations
agency Martopia/MPRG, notes that in
terms of image perception, mortgage
banking is in the wrong place at the
wrong time.
“There are two issues at play here,”
Rankin explains. “First of all, most
Americans distrust corporations of any
kind; and according to the 2013 Edelman Trust Barometer, less than one in
five believe a business or government
leader will tell the truth. So there is a
larger problem with the way corporations and their leaders are perceived in
America, as well as globally. Then the
second issue is that banks and financial services remain the least trusted
industry sector. So any corporation –
and specifically, any bank or financial
services organization – is fighting the
overall lack of trust associated with
these organizations and their leaders.”
It is a significant problem, to be
certain, but Rankin adds that it is not
insurmountable.
“This means that mortgage bankers
must overcome both issues in order to
win the trust and confidence of their
stakeholders,” she continues. “This is
43
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not just a matter of PR – in fact, far
from it. It means that these organizations must shift their culture and align
their policies and procedures to embrace transparency as a core operating
principle. In an environment of distrust, mortgage bankers must also be
very focused on implementing diverse
and creative strategies to make sure
their constituents understand how the
financial services environment works,
how decisions are made, how products
are priced, and so on. It doesn’t matter which organizations were more at
blame than others, since all are being
painted with the same brush.”
In some ways, shifts in the economic
environment are already helping the
industry recover its good name.
“The industry was beaten up over
the last five to six years and blamed
for so many things that went wrong,”
says John Walsh, president of Milford,
Conn.-based Total Mortgage Services.

rate. The industry understands the risk
of the loans that were made in the early
part of the last decade, and it is now
focused on originating the cleanest
product imaginable.”
While this turn of events is beneficial to the industry, a more proactive
approach to rebuilding the industry’s
image building is also underway – especially when it involves outreach to
thought leaders and politicians. One
company taking charge is Idaho Falls,
Idaho-based DocuTech, which last
hosted a roundtable discussion involving 15 CEOs of mortgage companies
and banks and Mitt Romney, the Republican presidential nominee.
“We talked about the issues the industry faced – issues that were not being heard from a political perspective,”
says Scott Stucky, chief operating officer at DocuTech, who was more than
a little surprised at Romney’s willingness to discuss such relatively complex

In an environment of distrust,
mortgage bankers must also be very
focused on implementing diverse
and creative strategies to make sure
their constituents understand how the
financial services environment works.
“Now, we have an improving economy
and housing market, and things are beginning to turn around. Today, it is very
difficult to do a fraudulent loan – we
have the greatest credit quality we’ll
ever see.”
“It comes down to facts,” says
Andrew Peters, CEO of McLean, Va.based First Guaranty Mortgage Corp.
(FGMC). “Look at the mortgage industry of last two to three years. The Federal Housing Administration program
has the lowest national delinquency

issues as the impact of the Qualified
Mortgage and Qualified Residential
Mortgage requirements on potential
homeowners. “I nearly fell out of my
chair – he understood fundamental
basics of what they meant. This was
somewhat shocking to me, because
very few people understand how mortgage banking works. ”
The roundtable’s discussion had a
high profile post-script when Romney
warned of potential problems relating
to Qualified Mortgages during his first
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debate with President Obama - the first
time that Romney mentioned the issue
during a national address. Stucky adds
that DocuTech is planning a second
roundtable in Washington, D.C., in
October during the Mortgage Bankers
Association’s National Convention.
“We’re working on putting together
a bipartisan roundtable with Capitol
Hill leaders and possible 2016 presi-

“From day one, the Realtors presented themselves along the lines of,
‘No matter how hard it gets, we’re here
to help you,’ – as if they had nothing to
do with the problem,” she says.
Walzak also urges mortgage bankers
to take the lead in educating the general
public about the fraudsters that prey on
consumers.
“We need to offer education about

understand terms and obligations of
mortgage. They do not know what an
index or what a cap is, or what ‘LTV’
means. The industry will be most constructive in helping people understand
all of that.”
And since history has a distinctive way of repeating itself, Rankin
recommends that mortgage banking
companies take steps today to ensure

The industry was beaten up over the last five to
six years and blamed for so many things that
went wrong. Now, we have an improving
economy and housing market, and
things are beginning to turn around.
dential candidates, along with CEOs,”
he says.
Rankin believes this strategy can
benefit the industry as a whole, as well
as the individual companies driving to
improve the industry’s image.
“As financial institutions get [recent]
issues behind them, it will enable them
to invest more in the kinds of programs
and initiatives that will allow them to
show their stakeholders that they are
both trustworthy and committed to a
strong, healthy industry,” she says.
However, there is also the question
of ensuring that the mortgage banking
industry creates and promotes its own
standards of professional evidence.
Brian Koss, executive vice president at
Danvers, Mass.-based Mortgage Network Inc., favors a level of self-regulation enacted by the Financial Industry
Regulatory Authority in regards to the
actions of the brokerage industry.
“Our industry always made the
mistake of waiting to be regulated,”
he laments. “It was always a fight to
be licensed when it should have been
embraced early on.”
Walzak points to Realtors as offering
a prime example of getting their message across in a positive manner.
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mortgage fraud and how people can
be taken advantage,” she continues.
“People get talked into doing things
without really knowing what they’re
doing. The industry has got to move
away from fraud detection to prevention.”
FGMC’s Peters agrees. “It is now the
responsibility of lenders to teach the
general public,” he says. “The public
needs to know they are doing business
with companies that are doing business
the right way.”
Stucky advocates for a wider industry drive for borrower education.
“Less than three percent of the population understands how mortgage banking works,” he says. “Borrowers don’t
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that their reputations do not suffer in
whatever crises emerge in the future.
“Ideally, reputation management
strategies are in place long before a reputational crisis arises,” she says. “In this
case, the company tends to benefit from
reputational equity, which translates
into the willingness of stakeholders to
give the organization the benefit of the
doubt in a crisis – or at least the willingness to forgive, assuming the company responds correctly. Unfortunately,
however, many companies do not think
about their reputation as an asset to be
managed and invested in, though it has
been determined that as much as 63% of
a company’s market value is attributable
to its reputation.” 

Phil Hall is a financial journalist who previously worked
as the editor of MortgageOrb, an associate editor at the
ABA Banking Journal and a columnist at Credit Union
News. His writing has been published in the New York
Times, Wired and the Hartford Courant. He is also a
marketing and public relations expert, an entrepreneur
and horror movie actor (yes, we’re not joking about
that last bit). Lastly, as you will discover, he is not shy
about stating his views.

A Seasoned
POINT OF
VIEW
After years as a lender, Ski Swiatkowski is now on the
vendor side of things, and he’s telling it like it is.

T

he Turning Point’s Ski Swiatkowski has been in the mortgage space for almost 30 years.
Further, he has some interesting thoughts having served on the lender side of things and
now on the vendor side, as well. He is all about development in both people and business.
Those are his passions. Ski was first a top producing loan originator and manager, then
a corporate executive and trainer. During his tenure as Vice President of Business Development for
InterBay Funding (a subsidiary of BayView Financial), he and his team played a key role in the
company’s meteoric growth and one of the most amazing success stories in the mortgage lending
industry. And now as Vice President of Business Development at marketing automation vendor The
Turning Point, Ski’s industry experiences are coming full circle. In this candid interview he talks
about his views on where the industry is now and where it’s headed.
Q: You have been on the lending side of the business and now you’re on the vendor side. What are
some of the major challenges facing the mortgage industry right now?
SKI SWIATKOWSKI: I believe it’s quite clear that the major challenges we face are being created
by the continued regulation and monitoring of the entire lending process and trying to meet those
new standards. Every aspect from prospecting through origination, closing, funding and servicing
are being looked over with a microscope by the CFPB. There is no room for error in compliance
right now.
This includes marketing activities. The mortgage environment has gone through and will continue to go through a major shift away from an LO running his/her own marketing to a corporate
controlled environment with consistent processes and procedures.
The days are gone when lenders depend on loan originators for their marketing efforts. This will
become not only inappropriate, but also dangerous. Loan originators will be able to focus on qualifying prospects, taking applications and following up on their in-process clients while marketing
is completed for them. There will no longer be an issue of compliance and tracking at a corporate
level, and it will be easier to retain top talent by providing such a great benefit. Some people and
companies will want to resist this. But under the circumstances, corporate leadership will ultimately
find it necessary.
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Q: You mentioned the CFPB. What effect will that agency have on marketing
practices?
SKI SWIATKOWSKI: In July of 2011, the
Consumer Financial Protection Bureau
(CFPB) took over the Federal Trade
Commission’s (FTC) rule making authority for the Mortgage Acts and Practices (MAP) Advertising Final Rule.
MAP was influential in pushing marketing compliance to the front of mortgage
lenders’ agendas.
The CFPB is currently focusing on
taking all the pre-existing mortgage laws
and regulations, and creating comprehensive rules to use for audit purposes.
Though the CFPB has all the rule making
authority, individual states, the FTC and
the CFPB have the authority to enforce
the Advertising Rule.
This means that lenders may encounter more intense audits at the state and
federal level. We have already seen the
CFPB send out hundreds of warning letters at the end of 2012. It is hard to tell
how much more the CFPB will add to
the Advertising Final Rule, but at this
point it seems as though more regulation
is to come with a focus on new rules and
swifter implementation.
Q: With the recent drop in originations,
the “Battle for the Borrowers” is intensifying, what can mortgage companies do
to gain a competitive advantage?
SKI SWIATKOWSKI: With the changes
in regulations creating restrictions on
marketing strategies, the playing field
has become more level. As a result, it
is more important than ever to separate oneself from the competition in
the mind of the borrower. Winning the
“battle for the borrowers” is best accomplished with a consistent marketing
message to all prospects, borrowers and
referral partners, which is shared across
the entire company.
Creating strong relationships with
these segments will increase referrals
and brand awareness, no matter the size
of the company. This is most easily and
effectively accomplished with corporate
implementation of top-down marketing.
Loan originators are able to focus on
what they do best, originating, and the
49

Tomorrow’s Mortgage Executive

Industry
Predictions
Ski Swiatkowski thinks:

1
2

The “Battle for The Borrower”
will continue to rage on.

Lenders will aggressively
search for ways to
compliantly engage
prospective borrowers.

3

Centralized Marketing
Automation will gain
significant traction.

corporate level will implement consistent marketing on their behalf to build
brand awareness, retain customers and
increase referrals.
The ability to merge the top-down
marketing concept into a marketing automation solution makes for easy implementation and monitoring of ROI. A
good marketing automation solution will
also ensure compliance and ease audit
pressures through reporting features.
Q: With a mortgage industry perspective, what developments do you see
taking place in the marketing world that
our readers should be aware of?
SKI SWIATKOWSKI: The ability to have
customized marketing automation that
is not “cookie cutter” is an important
trend. To build a strong market presence, it is vital to be different and not
to utilize identical marketing pieces as
other companies. Additionally, being
compliant and able to track all marketing activities, dates and audiences for
audit purposes is going to ease audit
pressure on management.
Another development is having a
complete on-demand marketing library
that can be accessed by marketing personnel and originators anywhere at any
time. Such a library allows for instant
implementation of a campaign or even
print collateral, thus enhancing the effectiveness of mortgage professionals
and increasing their sense of pride of
participation in the process.
I am also seeing more marketing
done at a corporate level. Marketing
campaigns are being implemented by

marketing managers on behalf of the
loan originators quickly and easily with
the use of complete marketing automation solutions. This not only allows loan
originators to do what they do best, that
is, originate, take great care of their
clients and cultivate new relationships,
but it also shows strong leadership from
corporate management.
Q: We hear the term marketing automation frequently. What is an automated
marketing system?
SKI SWIATKOWSKI: Simply stated, it is
the use of technology to leverage data
in order to deliver the right message
to the right target audience at the right
time with greater efficiency and cost effectiveness. In the mortgage world, an
automated marketing system provides
the power to quickly and consistently
execute your marketing objectives,
while compliantly meeting the everchanging demands of the industry. I
believe that marketing automation turns
static information into strategic solutions that deliver profitability.
The most sophisticated marketing
automation combines technology with
database management, custom campaign
automation – both print and e-mail – as
well as company collateral, all with easily delivered analytics. Marketing automation allows for the implementation of
segmented campaigns in real-time, from
concept to development through to fulfillment. Results are tracked and control
operations, which are easily monitored at
a corporate level.
Q: At this point, to what degree has the
mortgage industry embraced marketing
automation?
SKI SWIATKOWSKI: This is really all
about the importance of foresight and
leadership, especially at an executive
level. At this stage, I feel the mortgage
industry as a whole has only embraced
pieces of marketing automation. There
are many individual loan originators
who have decided to use automated
e-mail campaigns. Some companies
have forced minimal customer aftercare programs, but there has been little
corporate focus on better effectiveness

Velocify Intelligent Sales Automation. Get there 2X faster.
Mortgage lenders are in a never-ending sprint. An ultra-competitive marketplace, rapidlychanging regulations, anxious consumers racing to lock in interest rates and the daily,
high-speed pursuit of leads to feed the sales funnel. It takes more than fast feet to win this
race. You need an automated sales process, a disciplined contact strategy and the right tools
to push the needle on conversion rates.
With Velocify, you’ll get the horsepower and performance advantage you need to connect with
more qualified borrowers and get more leads across the finish line. Our customers often see
conversion rates double, and you can too.

Learn how to accelerate sales performance at
Velocify.com/tme or call 424-216-5616.
©2013 Velocify, Inc. All rights reserved.

through marketing automation.
This is the time where you are going
to begin to see the leaders separate themselves from the pack. True marketing
automation is a complete solution, which
is the integration of many different tools.
I would say right now most people in the
industry are only utilizing some of the
tools, not a complete marketing automation solution. Therefore, they are not
deriving the full benefits of marketing
automation.
Marketing automation encompasses
every component of marketing throughout the customer experience before,
during and after the transaction. The
most advanced users take it even a step
further to include customers that were
not closed. They believe in accessing the
lifetime value of a relationship through
referral and repeat business, the least
costly to generate.
Q: What are the biggest challenges
mortgage companies face regarding
marketing automation?
SKI SWIATKOWSKI: That is an interesting
question. I would have to say that leadership is one of the biggest challenges
regarding marketing automation. The
leadership structure inside an organization can make or break the success of
marketing automation for that organization.
Strong leadership will not only portray the importance and need for marketing automation they will also develop a
top-down marketing strategy that leads
by example. When implementing and
executing a marketing automation solution, as with any new system, there can
be push back. Leaders must be able to
embrace these challenges and stand by
the need for differentiation and consistent marketing. It is also important for
leadership to be able to get loan originators unified, excited and on-board with
their participation in the solution.
Q: Where is all this leading?
SKI SWIATKOWSKI: Lenders have to
work smarter not harder to compete for
the borrowers in the market while staying compliant. A focus is being put on
the CFPB regulations, brand consisten51

Tomorrow’s Mortgage Executive

cy and the ability for loan originators to
still participate in their own marketing.
Effective marketing must be not only
efficient and compliant, but also centralized and relevant. This is where marketing automation becomes invaluable.
From a recruiting standpoint, lenders
must offer centralized marketing support, targeted marketing programs that
are personalized for each originator and
just as important, a dynamic marketing
automation solution that includes mail,
e-mail as well as social media. Just having a CRM and an email system of sending random mail pieces is not enough.
Adopting an automated marketing solution is how a lender will easily separate
themselves from the competition and
attract not only borrowers but also top
talent.
Q: Where should lenders be focused
when trying to compliantly grow their
business?
SKI SWIATKOWSKI: As I always say, they
need to focus on “Living the Dream
each and every day.” With a clear vision
of what is to be achieved, that vision
passionately shared with the troops,
strong leadership and the best solutions and processes in the hands of their
people, they will see themselves grow.
I believe a lender is able to compliantly
grow their business in regards to increasing in-bound borrowers by focusing on
consistent messaging to strengthen brand
awareness and current relationships.
Frequency and repetition of marketing
in an automated, continuous touch approach will support business growth in a
cost-effective way like nothing else will.
Keeping these actions compliant is going
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to be accomplished with control and record keeping at a corporate level (back to
that top-down marketing approach).
Targeting past leads and clients as well
as all loan originators’ referral partners
with relevant information builds a strong
base of loan referrals feeding back into
the company. When utilizing a marketing automation system, this can be done
compliantly with marketing approval
and activity reporting for audit purposes.
When considering growth on an
employment level, offering a custom
automated marketing program separates
a lender quickly. Strong marketing packages are something that has been talked
up in the industry over the last few years,
but all do not deliver. Lenders need to
focus on an all-in-one solution that includes print, email and even collateral as
well as social media. Corporate can then
lead by example and provide automated
programs done for the loan originator to
attract prospects and retain clients while
building overall brand equity.
Keeping everything compliant comes
back to control, policies and procedures.
These are things that the mortgage industry got away from for years and now it is
time to rein things back in.
Corporate control can sound scary
to many branch managers and loan
originators at first, but when done correctly those are the people who will most
greatly benefit. It is time for strong leadership, separation of job responsibilities
based on what people do best and the
utilization of technology. Let corporate
handle compliance policies, marketing
managers handle marketing and the loan
originators focus on loans and handling
relationships in process. This is how
compliant growth will happen. 

Ski Swiatkowski is Vice President of Business Development at
The Turning Point. He is responsible for providing key insight
and leadership to assist The Turning Point in successfully
navigating the significant growth that the company is
experiencing. He has invested the past 29 years in serving the
mortgage industry, first as a top producing loan originator and
manager, then as a corporate executive and trainer. During his
tenure as VP of Business Development for InterBay Funding,
he and his team played a key role in the company’s meteoric
growth and one of the most amazing success stories in the
mortgage lending industry.
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Automating IRS
tax Transcript
requests with
eSignature
technology
can and does
streamline loan
originations.

T

he IRS Form 4506-T is a critical requirement
for originating or modifying loans, since tax
transcripts are required to validate income.
Historically, requesting and obtaining consumer
authorization on this consent form has been a highly
manual process requiring a “wet ink” signature – often
resulting in lost documents, fraudulent applications and
long processing times that delay or prohibit loan closing.

E-Signing:
The Proof Is In The Pudding
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THE SOLUTION
Equifax is now using eSignature
technology to enhance its IRS Tax
Transcript fulfillment service. In partnership with DocuSign, Inc., the leader in eSignature transaction management, Equifax now offers the option
of using a direct-capture eSignature
service to collect the applicant’s signature on the Form 4506-T in a matter of
minutes, instead of the hours or days
traditionally spent waiting for fax or
mailed return of the signed document.
Equifax is a global leader in consumer, commercial and workforce information solutions that provide busi-

with nationwide coverage. Following
a highly successful pilot, the IRS approved the use of eSignature on the
4506-T and 4506T-EZ, and officially
began accepting digitally signed versions of those documents on January
7, 2013.
Embrace Home Loans has been
helping homeowners with their mortgage financing needs for 30 years.
Embrace, headquartered in Newport,
RI, operates nationwide and helps tens
of thousands of customers every year.
Embrace is a direct lender for Fannie Mae and Freddie Mac, approved
by FHA and VA, and is an issuer for

The IRS Form 4506-T is a critical
requirement for originating
or modifying loans, since tax
transcripts are required to
validate income.
nesses of all sizes and consumers with
insight and information they can trust.
Equifax organizes and assimilates data
on more than 500 million consumers
and 81 million businesses worldwide,
and uses advanced analytics and
proprietary technology to create and
deliver customized insights that enrich
both the performance of businesses
and the lives of consumers. Headquartered in Atlanta, Equifax operates or
has investments in 18 countries and is
a member of Standard & Poor’s (S&P)
500 Index.
As leaders in their respective fields,
Equifax and DocuSign were selected
by the IRS to run a pilot program
between July 2011 and March 2012
to validate the feasibility of using
eSignature technology on the 4506T. Joining Equifax and DocuSign in
the pilot was Embrace Mortgage, a
progressive, technology-driven lender
55
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Ginnie Mae. Embrace is a member of
the Mortgage Bankers Association, is
an Equal Housing Lender, and is an
accredited member of the Better Business Bureau.
During the pilot, Embrace Home
Loans allowed mortgage loan applicants to electronically sign the Form
4506-T – leveraging secure DocuSign
technology – and upload the eSigned
file to Equifax for order processing
and fulfillment. For the first time, the
loan applicant had the option of completing this form with traditional penon-paper signature or electronic signature, and the mortgage lender could
complete an entirely paperless loan
application process with all required
documents electronically signed.
DocuSign, Inc. maintained an
online contract execution platform,
permitting parties to consent to use
electronic records and signatures, ex-

The Long And Short Of It …

Client
profile

Founded in 1983, Embrace
Home Loans has remained
a prominent leader in the
mortgage industry, having
helped hundreds of thousands
of individuals and their
families purchase new homes,
lower their monthly payments
and consolidate high-interest
debt since its inception.

Challenge

The IRS Form 4506-T was the
only remaining document in a
standard loan application that
could not be signed electronically. It is a mandated form
for mortgage loan origination
or modification that gives
the lender consent to verify
a loan applicant’s income,
as reported to the IRS.

Solution

Embrace Home Loans participated in an IRS pilot in
conjunction with Equifax and
DocuSign allowing applicants
to electronically sign the
Form 4506-T, accelerating
the completion of that document (and the full loan file)
from days to minutes.

Results

The pilot demonstrated the
security and usability of
this new process in securely
capturing signatures electronically. The successful
completion of the pilot led
to the IRS accepting eSigned
consent forms industry-wide.
ecute a contract with electronic signatures and retain copies of the executed
contract on paper and/or in electronic
form. The DocuSign platform controlled the routing, signature capture,
activity logging and storage of the
original, uploaded documents.

The electronic signature process that
Embrace Home Loans followed included first notifying the loan applicant
via e-mail that a Form 4506-T requires
signature, and that the process could be

easily and securely completed via any
web-enabled device. Embrace Home
Loans securely forwarded the digitally
signed form to Equifax, where it was
then submitted to the IRS.

The eSignature 4506-T program
offers another avenue for
secure transmission of income
verification data.

THE RESULTS
Under the pilot, Embrace Home
Loans could offer the additional Electronic Signature option to streamline
loan originations. Data was collected
from the loan applicant over a secure
SSL connection, and the form and its
contents were protected at all times
and stored securely. The eSignature
4506-T program offers another avenue
for secure transmission of income verification data, and an enhancement in
transmission speed and efficiency that
will potentially increase the use of IRS
income data in an even wider range of
mortgage and non-mortgage creditdecisioning processes. 

About the Author

Jeff Knott is a member of the product management team at Equifax Verification Services. He has
direct oversight of the company’s IRS Income (4506-T tax transcript fulfillment), Identity (Social
Security Number authentication) and Deposit & Asset verification products, and is a recognized
leader in driving industry adoption of electronic signatures and related innovations. During his tenure
at Equifax and TALX Corporation (acquired by Equifax in 2007) his roles have included product
management, business operations, corporate development, new product innovation, human resources,
sales operations, field account management, contract management, marketing and technical
implementations. Knott has played an integral part in several strategic acquisitions, including Discover
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champion IRS acceptance of electronic signatures on 4506-T consent forms.
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Do You Know How to Cut Through the
Challenges LimiƟng Your Business?

If you listened to Lykken on Lending, you would!
Lykken on Lending is a weekly, 60-minute radio program hosted by David Lykken –
mortgage veteran of nearly 40 years, along with regular guests Alice Alvey – President
of Mortgage-U.com, Joe Farr – of MBSquoteline.com and Andy Schell a.k.a. “The Prot
Doctor” - Managing Partner of MBS.
Covering Topics from Main Street
to Wall Street and Capitol Hill
Listen LIVE Coast to Coast
Mondays at 1:00pm Eastern/10:00am Pacic,
or dial in and listen at (646) 716-4972 or (877) 666-9318
Download the Podcasts of previous episodes any Ɵme at
hƩp://www.LykkenOnLending.com

Presented by:

Mortgage Banking SoluƟons Can Help You With:

Strategic DirecƟon
• Loan ProducƟon Strategies
• MarkeƟng / Social Media
• Business /Growth Strategie
• Branch Expansion
Agency Approval Support
• Ginnie Mae
• Fannie Mae/Freddie Mac
• Becoming OperaƟonal

Mergers & AcquisiƟons
• Buy, Sell or Hold
• Company ValuaƟon
• Due Diligence

OperaƟonal Reviews
• Best PracƟces Assessment
• ProducƟvity & Protability
• Warehouse Lending Audits

Bank-Owned Mtg OperaƟons
Financial Strategies
• LO CompensaƟon Strategies
• Create/Expand Mtg Plaƞorm
• Strategies to Increase Capital
• Cross-Sale/Customer RetenƟon
• Hedge Model ValidaƟon
• Regulatory Compliance/Audits
• AccounƟng/Bookkeeping Support

hƩp://www.mbs-team.com · (512) 977-9900 · sales@mbs-team.com

Experience the difference...
Our dedicated people are here for you,
every step of the way.
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