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Perception IS Reality: How Compliant Do You Have To Be?
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BUT HOW WIDESPREAD IS NON-COMPLIANCE?

• FDIC’s Office of Inspector General report regarding 

compliance with 8 federal consumer protection laws 

during the 2005 audit cycle

» 83% of the institutions examined were cited for 

“significant” compliance violations

» 43% of those institutions were “repeat” offenders

» 85% of those repeat offenders were highly rated by 

the FDIC for their in-place compliance processes
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BREAKDOWN OF “SIGNIFICANT COMPLIANCE VIOLATIONS”

Source: OIG audit of FDIC Division of Supervision and Consumer Protection 
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MAVENT COMPLIANCE AUDIT SUMMARY
916 LOANS OUT OF 3,244 TOTAL (28%) VIOLATED ONE OR MORE LAWS
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INTERTHINX COMPLIANCE AUDIT
41,916 APPS FAILED INITIAL TILA TEST

$1,903,010,954

$0

$2,000,000,000

2007 Pre-Funding TILA Errors
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INTERTHINX COMPLIANCE AUDIT
777 APPS FAILED INITIAL ANTI-PREDATORY LENDING ANALYSIS
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INTERTHINX COMPLIANCE AUDIT

BOTTOM LINE

Expected Net Profit

$385,000,000 (est.)

“At-Risk” Applications

$14,595,000―$2,000,000,000

*All were corrected prior to funding!
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Sample Slide for Section Title

CURRENT TRENDS
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CURRENT TRENDS: WHAT WE ARE SEEING

• Regulatory Response

» State interventions into foreclosures 

» Increasing costs from cures and penalties

» New laws and regulations

• Litigation

» Borrower class action

» Borrowers seeking defense to foreclosure 

• Secondary Market

» Investors putting back loans to sellers

» Rating agencies enhancing criteria

• Budget Cuts

» Staffing reductions impacting ability to monitor loans
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Sample Slide for Section Title

LITIGATION RISK
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CUURENT TRENDS: LITIGATION RISK

Subprime mortgage litigation outpacing savings-and-loan crisis of the early 1990s

H2:2007 Types Of Cases Filed 

Source: Navigant Consulting, Inc. 2008 
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CUURENT TRENDS: LITIGATION RISK

All of 2006’s top 10 subprime mortgage originators have been named in a class action

Subprime-Related Filings by Case Type

Source: Navigant Consulting, Inc. 2008 
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Sample Slide for Section Title

REGULATORY RESPONSE
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Total bills introduced that affect mortgage lending

Source: Mortgage Bankers Association, April 2008
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CURRENT TRENDS: STATE LEGISLATIVE TRACKING

Source: Mortgage Bankers Association, April 2008
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CURRENT TREND: STATE RESPONSIVENESS

Response by State

Highest response

Lowest response

Source: The Pew Charitable Trust, January 2008 
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Sample Slide for Section Title

SECONDARY MARKET
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CURRENT TRENDS: SECONDARY MARKET

• Repurchases for Rep & Warrant Breaches

» “Put” depts are the new whole loan desk

• Foreclosures and deficiency judgments

» Pre-screen for non-compliance

• More comprehensive compliance reviews

» Usury, fee restrictions, prepay

• Rating agencies enhancing criteria



Update - Legal Issues in Mortgage Technology 20

Sample Slide for Section Title

AUTOMATING COMPLIANCE
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COMPLIANCE AND THE LOAN LIFECYCLE
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DATA REQUIREMENTS

LOAN CHARACTERISTICS

» Property Address

» Event Dates

» Occupancy

» Lien Position

» Loan Amount

» Borrower Income

» Purpose

» Rate

» Fees

» Yield Spread

» Bona Fide Discount

PRODUCT TYPE

» Fixed vs. ARM

» Pay-Option

» Interest-Only

» Balloon

» Construction-Perm

» Prepay Penalties

» Neg Am

» Mortgage Insurance

» FHA / VA / RDA

» HELOC

RESULTS

» TILA 

» HOEPA

» Anti-Predatory

» Licensing

» State Law

» Prepay

» Usury

» Restricted Fees

» Internal Policies

» Investor Guidelines

» GSEs
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COMPLIANCE ENGINE CREATION & MAINTENANCE

FORMULATION

» Formulation

» Government Relations

» Outside Counsel

» In-house Counsel

» Compliance Experts

DEVELOPMENT

» Requirements Gathering

» System Enhancements

» Rule Authoring

» Quality Assurance 

» Testing

IMPLEMENTATION

» Change Control

» Impact Analysis

» Deployment

» Support
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Sample Slide for Section Title

FUTURE TRENDS
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FUTURE TRENDS: 12-24 MONTHS

• Class-action and individual lawsuits

• Executive accountability

• Enforcement actions

• Secondary markets

» Automated compliance conduits

» Stronger reps & warrants

» Increased data and transparency 

• Increased complexity with laws and regulations
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FUTURE TRENDS: INCREASED COMPLEXITY

• Unintended consequences

» Stimulus package

» HOEPA triggers

• Quick changes

» Maine 

» Kentucky

• Vague regulation

» Minnesota

• Evolutionary complexity

» “Mezzanine” threshold regulations
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MULTI-TRIGGER REGULATION

Categories
Ability to

Repay

Prepayment 

Penalty

VOI /

Low Doc

HR 3915

• Qualified

• Not Qualified

• High Cost HOEPA
  

S 2452

• Subprime

• Non-Traditional

• High Cost HOEPA
  

FRB Reg Z
• Higher-Priced

• High Cost HOEPA   

Maine
• Rate Spread

• High Cost  

Minn
• Subprime

  

NC
• Rate Spread

• High Cost  
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INDEX CALCULATION METHODOLOGY

State Triggers Index Index Date

Maine
3% / 5% Applicable Treasury Yield (FFIEC) HMDA

8% / 10% Comparable Treasury Yield (H-15) Reg Z

North Carolina
3% / 5% Applicable Treasury Yield (FFIEC) Reg Z

1.75% / 3.75% CMR HMDA/Prior Week

Minnesota 2% / 3% Comparable Treasury Yield (H-15) HMDA

RATE SPREAD LAWS

State Triggers Index Index Date

Maine 8% / 10% Comparable Treasury Yield (H-15) Reg Z

North Carolina 8% / 10% Comparable Treasury Yield (H-15) Reg Z

HIGH COST LAWS

AND

OR


