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 Today’s Real World Servicing Challenges
 Taming Servicing Challenges Electronically
e “e” Opportunity in Servicing and Loss Mitigation

e Building Your Business Case for “E to the rescue”
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« Compliance in rapidly
changing reqgulatory times
* Loss mitigation

e Foreclosure

e Lien releases

e Preventing servicing runoff
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Document

e execution

e tracking

e version control
e storage

e retrieval

e access/sharing

« archiving

e destruction .



MBAS WATIONATL MOETGAGE

SERVICING

CONFERENCE & EXPO 2008 / TAMPA

Missed commitments/deliveries

Document chasing/tracking/identifying

Staff stress/burnout

Borrower dissatisfaction

Time IS money
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Taming Servicing Challenges

Electronically

Kim Weaver
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Fiserv Lending Solutions
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« Electronic Signatures in Global and National Commerce Act
(E-SIGN) adopted by Congress and signed into law in 2000

« Uniform Electronic Transactions Act (UETA) model law by
the National Conference of Commissioners on Uniform State
Laws (NCCUSL) in 1999; now adopted by most states

e General principles of both:

» If a writing requires a record, an electronic record can be used in lieu
of a paper record

» If a record requires a signature, an electronic signature can be used in
lieu of an ink signature

» Parties must agree to use electronic records and signatures
» ESIGN and UETA are technology-neutral
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Electronic Delivery of Documents

Electronic Slgnature of bocuments

Electronic Recording of Documents

Electronic Vaulting/Archiving of Documents

Electronic Process Automation
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o Significant competitive advantage

* Improved efficiency

 Higher data quality

e Value to the Investors

e Substantial cost savings to Servicers
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eDelivery

eSignature

eVaulting

Automation

Eliminate delays from closing table
by eSigning and eDelivering closing
documents

Shorten time from post closing
receipt to investor/servicer delivery

Reduce data and signing errors

Decrease warehouse line costs
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eDelivery

eSignature

eVaulting

Automation

Increase response rates, work directly with
borrowers by eDelivering modification
documents with a borrower eSign option

Reduce cycle time to minutes/hours vs.
days
Decrease expense - reduction in mail and

overnight courier fees

Reduces trend for modifications to go
unsigned

Better experience for the Borrowers and
Investor .
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Refinance borrowers faster by eDelivering
closing documents to their closing
company, with an eSign option

Keep borrowers in your servicing portfolio
by facilitating fast closings

Shrink refinance cycle time
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eDelivery

eSignature

eRecording

eVaulting

Automation

Complete lien releases faster with
eRecording of eSigned releases

Reduce servicing overhead of tracking lien
releases

Decrease compliance and regulatory
concerns in times of high volume

Confirm filing of lien releases instantly

Distribute copies of eRecorded releases to
Investor, Borrower faster
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“E” Opportunity in Servicing and L0OSS
Mitigation

Carmelo D. Bramante
Founder and Managing Director
CDB Consultancy LLC

www.cdbconsultancy.com

C d b

consultancy
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“The mortgage industry Is
one of the last bastions of
highly manual processes
left In the consumer credit
world.”
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The “E” Laws

Industry Standards & “E” Processes
Servicing Value Chain

Opportunity in Servicing: An Example
“P” World vs. “E” World

Benefits and Value of “E”

Change Management
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E2 = Electronic X Efficiency

eSignatures
eRecords X Business Process Redesign
eDocuments

Technology x Servicing
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« Uniform Electronic Transactions Act (UETA), approved by
NCCUSL in 1999; currently enacted in all states except
GA, IL, NY and WA (however, these 4 states have their
own e-signature law).

e Electronic Signatures in Global and National Commerce
Act, enacted by Congress in 2000 (ESIGN) and applies to
the entire country.

« Uniform Real Property Electronic Recording Act, approved
by NCCUSL in 2004 (URPERA); currently enacted in 19
states and the District of Columbia.
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An Attempt toward a Uniform Legal Landscape . ..

« E-SIGN/UETA /URPERA are “overlay” laws / “opt in” / parties agree
to transact electronically.

« E-Signatures, records and contracts “may not be denied legal effect
and enforceability solely because it (they) is (are) in electronic form.”

 E-Mortgage Notes / Transferable Records

* E-Notices and E-Disclosures (and consumer consent requirements.)
« E-Signature - defined broadly.

* E-Notarization - allows use of electronic signature.

e E-Record Retention

 E-Recording — URPERA and UETA
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* A mortgage where the critical loan
documentation — specifically the promissory
note, assignments and security instruments
are created electronically, executed
electronically, transferred electronically, and
ultimately stored electronically, aka a
paperless mortgage.

* MISMO’s eMortgage Guide Version 2.0 .
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Industry Standards
(MISMO & PRIA & LegalXML) [
0

SOURCE: MISMO
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Industry Standards
(E-Mortgage Flow with Security)

I
—

SOURCE: MISMO
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The critical functional areas of mortgage loan secing . . .

Billing/coupons Investor Loan Set- Payment Tax bills & Collections & Customer

Payment Deposit up Posting/ payments Notices Inquiries

& Clearing Investor Reporting Escrow Acctg & Loss Mitigation Customer

Payment Remittance/ Payoff Quotes Analysis Foreclosures Research

Exceptions & Custodial Counterparty Hazard Bankruptcy Document

Returns Accounting notification coverage & Property Mgmt Storage

Clearing account Whole Loan Rptng Lien Release claims REO Mgmt & Assumptions

reconciliation & Recon Document MI coverage & Sales Special Loans
Pool Rptng & Release claims Default Reporting New Loan Set-up
Recon Sales &

ARM Changes

Acquisitions
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Default Management . . .

Customer
. Loan/ )
Remittance Investor Payoff Escrow Service &
Processing Acctng Processing Support
Functions
“Original” Docs Trading Partners Functions Recordable Documents
Note Appraisers Forbearance and 0 Loa_n Modifications
Recorded Mortgage or Credit Agencies and Repayment Schedule S AEEIETES
Deed of Trust : ; o « Satisfactions / Reconveyances
Service Providers Loss Mitigation « Notice of Default / Fcl Referral
‘ Mortgage Insurers and Workouts * Foreclosure Recission
Investors Foreclosures or Reinstatement

» Notice of Foreclosure Sale

Servicers ' Foreclosure and ' REO Sales '

Borrowers Closing Attorneys Closing the REO Sale:

Title and Settlement * Deed

» Mortgage or Deed of Trust
Property Managers and 0
2 yl 2 * Riders / Addenda

RIEC Sizles « Satisfactions / Reconveyances

Recorders « Substitution of Trustee
Disclosures * Assignments
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Buyers and Sellers

Realtors and Real Estate Agents

Mortgage Brokers and Correspondent
Lenders and Servicers

Title Agents and Insurers

Closing and Escrow Agents and Attorneys

Hazard and Flood Insurers

Credit Agencies and Property Appraiser

County Courthouse

County Courthouse

Mortgage Insurers

Jax Assessors and Collectors

!Il
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Task Paper World Electronic World
Prepare Documents 5-10 Minutes 15 Seconds
Execute/Calculate Fees 5 Minutes 10 Seconds
Delivery Y5 Day — 5 Days 15 Seconds
Recorder Processing Y2 Day to 30+ Days | 30 Seconds
Return Delivery Y, Day to 5 Days 30 Seconds
Enter Recorded Information - Day to 21+ Days | 15 Seconds
TOTAL 2 days, 10 min to >2 minutes

62+ days
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Reduces Recording Time / Quicker Turnaround

More Efficient Processing

Reduces or prevents document fraud (encrypted eRecords)
Reduces Errors due to Re-keying of Data

Reduces Transactional Costs

Standardizes processes and formats

“SMART” / Intelligent eDocuments feed processes and systems
Reduces Probability of State-Imposed Penalties

Resolves Title Issues Sooner / Reduces the “Gap”
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CDB Consultancy © Develop a “Roadmap” and “Rollout” Strategy
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Building Your Own Business Case

for “E to the Rescue”

Brenda Clem
Secondary Marketing Loan Delivery Manager,
Fifth Third Mortgage
513.358.8945; Brenda.Clem@53.com
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e 1 -- Choose where to start

« 2 — Research and learn

e 3 -- |dentify what you need

e 4 -- Cost it out and make a draft plan

e 5 -- |dentify who should be involved that can help
you move this forward, and convert them

32
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Paper Process

Elec. Process

Generate Generate
Documents Documents
v v
Mail/Distribute | | Electronically
Documents Deliver
v Documents
Wait for v
document Receive
execution Executed
v Documents
Follow up on il
executed Cursory or
document Automated
package QCon
Documents
Receive
Executed
Documents

.

 Document the workflow you want to

change as it exists in your company

today

» Engage the people who actually do it

» Include hard and soft costs
» Harder than it seems — identify all alternative

paths

 Document the workflow the way it
would work electronically

e It’s fine to have a big picture but the big
picture is always a series of smaller

ones. Avoid paralysis analysis.
33
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 More detailed requirements for the
process chosen (investor specific etc.)

 Documents and PEOPLE to help you:

» Fannie Mae www.efannie.com
» Freddie Mac www.freddiemac.com

» MERS® eReqistry and eDelivery
WWW.mersinc.org

» MISMO* www.mismo.org
» PRIA* www.pria.us

» HUD www.hud.gov

» eMortgage consultants

» Your vendors

34
* They always appreciate volunteers, too!



MBA'S NATIONAL MOETGAGE

SERVICING

eDelivery

eSignature

eRecording

eVaulting

Automation

CONFERENCE & EXPO 2008 / TAMPA

 |dentify what technology you have access

to today

» Check internally with your IT dept.
» Check with your vendors

 Identify what you need

» Build yourself?
» Use a vendor?

35
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 How can you make this change?

» |IT Costs
» Business process re-engineering costs
» New recurring costs per use

 What do you save?
» See process flows from Step 1

e Timelines

» Important for realistic expectations
internally

» Important for establishing ROI payback
timeframe

» Include testing when applicable!

 Resources (see next step!) *
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 Who needs to be involved?
o Get the right people on the project team

e Evangelize with the stakeholders

» “Do more with the same number of people”

» “Use your staff more wisely on the real issues, not the
administrative”

» “Handle volume spikes with more ease”

e Get an executive sponsor to endorse the business
process changes across all affected departments

37
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http://muppet.wikia.com/wiki/Kermit_the Frog. No copyright infringement implied. 38
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