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PROJECT MANAGEMENT—Overview

ARC Systems Mission
When our clients succeed, we succeed. As partners, we seek to understand your business and develop
a strong relationship. With ARC Systems, that’s just part of the service we provide.

We offer value for our partners through world-class technology, service, and industry expertise. In fact, our
Project Managers give unsurpassed support based on their more than 100 years of cumulative mortgage
banking experience. We understand a client’s needs because we’ve been there ourselves.

Throughout our partnership, you will become acquainted with the ARC Systems Project Management
Department and some of its processes. We look forward to helping you achieve important milestones
on your road to greater success!

Managing the Project
ARC Systems has a proven system in place to monitor and guide projects to completion. We make it easy
for you to track the progress of your customized LendTech™ product. While certain aspects of any project
may vary, all LendTech products have an assigned Project Manager who oversees the product implementation
and production phase.

Product Implementation
Using the comprehensive Project Scope included in the contract, we begin to develop requirement
specifications. During a kick-off meeting, we introduce you and your project team to your designated
ARC Systems Project Manager. Your involvement is imperative to define project expectations, create
a plan of action, and ensure a seamless delivery of your customized LendTech product.

Throughout the implementation, several documents and processes confirm all objectives are met for
the customization. The ARC Systems Project Manager establishes and maintains direct communication
with your project team.

We recommend a visit to our office in Austin, Texas for user acceptance testing. This personal service
assists you in understanding your customized lender area. You’ll gain proficiency with your customized
product in our state-of-the-art training facility. By focusing on your needs, we deliver the necessary
instruction for you to make the most of your LendTech solution.
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Production
After your customized product is deployed to production, you may discover new opportunities to
increase productivity. Our Project Managers assist with defining those business needs. Through the
Resource Collaboration (RC) Process (see Figure 1), a workflow is established to determine solutions
and deliver enhancements that satisfy all objectives. Any requests outside the original Project Scope
will be handled in Change Control. The ARC Systems Project Manager clarifies and responds to your
requests and directs the efforts toward results throughout the life of a LendTech product customization
and your business partnership with us.
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Figure 1: RC Process Overview

How We Deliver
During the project life cycle, the ARC Systems Project Manager will:
• Serve as the point of contact for the project and track progress toward established goals
• Communicates a solution based on the information collected from your project team
• Coordinate the activities of ARC Systems’ internal project teams to accomplish project goals
• Participate in a weekly conference call to maintain constant and clear communication
• Prepare and submit a status report to your project team to summarize progress and highlight
the upcoming conference call’s points of interest
• Help define enhancements, determine solutions, and implement them
• Continue to be your advocate and guide any enhancements to meet objectives once in production
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PROJECT MANAGEMENT—Product Implementation

Now that you’ve signed the contract, it’s time to begin implementing your new LendTech™ product. The
ARC Systems Project Manager is involved from the very beginning and maintains continuous and direct
contact with your project team to ensure your objectives are met. We are dedicated to providing you
unsurpassed support.

Managing the Product Implementation
At the beginning of the initial setup and customization of your LendTech product, we adhere to established
processes to confirm all business needs and operating requirements are achieved. The ARC Systems Project
Manager oversees the entire implementation, clarifies issues, and responds to your requests in a timely manner.
By understanding your individual business requirements, we can work together to develop a customized
solution to meet and exceed your expectations.

Communication
The ARC Systems Project Manager maintains direct client communication throughout the implementation.
During a weekly conference call, we discuss a project status report, which is sent to your project team one
business day before the scheduled call.

User Acceptance Testing
ARC Systems recommends a visit to our office in Austin, Texas, for user acceptance testing. This
personal service assists you in understanding your customized lender area. You’ll gain proficiency with
your customized product in our state-of-the-art training facility. By focusing on your needs, we deliver
the necessary instruction for you to make the most of your LendTech solution.

How We Deliver
During the implementation of your customized lender area, the ARC Systems Project Manager will:
• Serve as the point of contact for the project and track progress toward established goals
• Communicate a solution based on the information collected from your project team
• Coordinate the activities of ARC Systems’ internal project teams to accomplish project goals
• Participate in a weekly conference call to maintain constant and clear communication
• Prepare and submit a status report to your project team to summarize progress and highlight
the upcoming conference call’s points of interest
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PROJECT MANAGEMENT—Production

Upon completion of the implementation, your solution is deployed to a “live” production area where it can
be used for day-to-day operations.

After your customized product is deployed to production, you may discover new opportunities to increase
productivity. These enhancements are in addition to the initial customization. Our Project Managers assist
with defining those business needs. Requirement specifications are used to develop solutions and deliver
enhancements so all objectives are satisfied. During production, ARC Systems employs the Resource
Collaboration (RC) Process (see Figure 1) to ensure your requests work in harmony with the other
supporting processes post-implementation.

Managing Production
The RC Process involves a series of meetings during which your project team and ARC Systems’ staff define
your business needs, determine solutions, and assign resources to implement and deliver the enhancement.
The ARC Systems Project Manager oversees this process, clarifies issues, and responds to your requests in
a timely manner. By understanding your individual business requirements, we work together to develop
a customized solution to meet and exceed your expectations.

Define the Business Need
You may submit your business need through our mutually accessible Project Tracker application.
This prompts our internal project team to clarify the request and evaluate it against the enhancement
objectives. Anticipated benefits, product functions, and any potential areas of impact are reviewed.

Develop a Solution
ARC Systems manages solution development through a series of meetings, each of which has a specific
purpose. Once a new business need has been defined, the project teams consider the possible solutions to
implement the new functionality. When a definition of the business need presents an explicit solution, we
proceed to Obvious Solution Verification.

If further research is needed to find the solution, we schedule an RC Session during which you and
the ARC Systems Project Team define functional requirements, establish scope, create mock-ups, and
clarify specific issues. The efficient, resolution-oriented group dynamic of an RC Session encourages
focus on the business need in question, any technical limits and possibilities, strategic considerations,
and exceptional cases.
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Implement the Solution and Deliver the Enhancement
After we have defined the needed solution, an ARC Systems Business Analyst develops a functional
specification to summarize the plan of action. This draft undergoes a review and approval process
among the ARC Systems’ internal departments. Upon approval, the ARC Systems Project Manager assigns
action items for the completion of your enhancement.
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Figure 1: RC Process Overview

How We Deliver
During production, the ARC Systems Project Manager will:
• Serve as the point of contact for the project and track progress toward established goals
• Coordinate the activities of ARC Systems’ internal project teams to accomplish project goals
• Participate in a weekly conference call to maintain constant and clear communication
• Prepare and submit a status report to your project team to summarize progress and highlight
the upcoming conference call’s points of interest
• Help define enhancements, determine solutions, and implement them
• Continue to be your advocate and guide any enhancements to meet post-implementation objectives
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TRAINING OVERVIEW
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TRAINING—Overview

ARC Systems Mission
Your relationship with ARC Systems does not end at the point of sale. When you are ready to implement
your LendTech® solution, ARC Systems offers training to help you be productive and profitable from day
one. We value this new partnership and intend to nurture it. That’s why we’re committed not only to providing
world-class technology, but to providing the training and support necessary to use that technology and realize
its full potential.

Our Training Department will develop a comprehensive “training packet” for you with solid educational
resources. We customize all training for LendTech solutions to fit your schedules, skill levels, and requirements.
Exceptional professional service cannot be solely reactive, so we begin your training during the implementation
phase and continue throughout our relationship with you. Once you’re in production, our Help, Education,
and Resource Office (HERO) provides additional educational support with prompt and efficient action in
response to your needs and concerns.

The Training Department
Our Training Department consists of dedicated trainers and the Department Director. Together, they have
nearly 30 years of cumulative training experience with a variety of backgrounds ranging from consulting to
programming to end-user training. The department is constantly evolving and re-evaluating their processes
to ensure that your needs are met.

Training Methodology
Our Training Department works to provide you with a combination of in-depth, hands-on experience and
accessible, user-friendly reference guides.

Learning Environments
The goal of ARC Systems’ Training Department is to equip key members of your staff with knowledge of
your LendTech solution, which they, in turn, can disseminate throughout your operation. As the production
date approaches, ARC Systems invites your project team to visit our headquarters in Austin, Texas, for
training and user acceptance testing. The duration and level of detail of your training is entirely scalable
to your specific needs, the complexity of your LendTech solution, and your goals for internal training. As
a fee-based service, ARC Systems trainers can also travel to your site for training and education.
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Training at ARC Systems
ARC Systems has dedicated training facilities in Austin capable of hosting 20 students in a lab
environment, and up to 40 in a seminar set-up. You will be able to train in demo areas on common
scenarios and variations as they will appear in actual use.

Alternate Training Options
While we recommend your project team visit our office in Austin for onsite training and product
testing, we understand this isn’t always possible. Should your travel schedule not accommodate a
visit to Texas, we provide alternative training options, such as web conferencing.

Comprehensive Instruction
During implementation, we instruct your internal project teams on the use of your customized LendTech
solution. All training courses include a general discussion of system functionality and a description of the
screens and tabs. Then, all participants will be able to customize both the information and the delivery
method to best support your organization and end users. Depending on your business process, we will
develop comprehensive training based on the various roles available in your LendTech solution.

Documentation and Resources
Our Training Department offers standardized training materials and can also develop a thorough “training
packet” for you, including documentation customized for your unique LendTech solution. The following
resources are available 24x7x365 online or as a customized solution from ARC Systems’ Training Department.

Interactive Tutorials
These user-friendly, task-based tutorials walk you step-by-step through a variety of common
functions, such as user and group maintenance, maintaining stipulations, and working with
guideline worksheets.

Training Guides
These guides equip your staff to tailor the training they get during on-site training sessions
and prepare them to educate additional end users in accordance with your company’s specific
internal processes.

Lesson Plans
These lesson plans used by our trainers from on-site sessions can be used to review the training
received from ARC Systems or to structure your own internal training.
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Custom Documentation
Customized documentation development incorporates client-specific, end-user, and system
administration functions, descriptions of screens and buttons, and instructions on how to
perform tasks.

Integrated “Help” Pages
LendTech can be configured to support field-level help descriptions. You may choose to integrate “help”
pages into your LendTech solution to provide assistance on specific tasks, such as ordering credit.

Contacting Our Training Department
For questions or to schedule training, contact:

Mark Jones, Director of Training
E-mail: markjones@arcsystems.com
Phone: 512.358.5177

How We Deliver
Throughout our partnership, the ARC Systems Training Department will:
• Communicate clear, accessible information to enable every user to operate your solution proficiently
• Maintain a real-time knowledge base of ARC Systems’ technology so that training sessions and
resources reflect the most current use of your solution
• Conduct comprehensive, hands-on training sessions at your request
• Provide resource materials for easy reference to facilitate use of your solution
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ARC Systems and the National Credit Reporting Association
Announce New Interface
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New Technology

Extensive Access Benefits Clients and Credit Reporting Agencies By Opening Portals to More Options for
Credit Information
Austin, Texas & Bloomingdale, Illinois October 14, 2005 - ARC Systems

TM

has expanded its source for

credit reporting relationships through a new partnership with the non-profit National Credit Reporting
Association (NCRA). NCRA and CDS Mortgage Reports, Inc., (a joint venture) will offer a preferential

TM

connection to ARC Systems. The new interfaces built into ARC Systems' award-winning LendTech

and

Loan Finder Express® products will provide clients with access to more than 150 credit reporting
agencies, and NCRA members will be able to maintain established relationships.

PRESS RELEASES:
October 24, 2005
ARC Systems Announces
Agreement with Matrix

"By offering an interface to a wider range of credit reporting agencies, this opportunity will add
significant value to ARC Systems' clients because they'll be able to maintain their long-standing

Financial Services Corp

relationships with their own clients," Ed Jones, chief executive officer of ARC Systems, said.

October 18, 2005
Amherst Funding Group

NCRA members will have direct access to a portal that provides a connection to ARC Systems' clients

Chooses ARC Systems for

who want to obtain their credit reporting services. ARC Systems' clients will benefit by being better able

Mortgage Automation

to accommodate their unique business needs because of the greater flexibility in conducting business

Technology

with their customers. NCRA members will benefit by having the opportunity to potentially develop new
business with ARC Systems' clients who want their services. The partnership between ARC Systems and
NCRA is similar to a preferred partnership the NCRA currently holds with Fannie Mae, which has been in
operation since 1999 to accommodate their Desktop Originator and Desktop Underwriter systems.
"The new program is a great example of the classic win-win as ARC Systems' clients, and the consumers
they serve can now obtain access to a network of credit reporting agencies known for the best customer
service in the industry in the most cost-effective manner," Terry Clemans, executive director for the
NCRA, said.
"CDS is proud that the interface with ARC Systems and our joint venture with NCRA provide NCRA
members a cost-effective solution for maintaining their valuable client relationships," Susan Cataldo,
president, CDS Mortgage Reports, Inc., said.
About ARC Systems
Founded in 1984 and headquartered in Austin, Texas, ARC Systems is a privately held company
providing premier decisioning technology to lending institutions and investment and commercial banks
across the United States. With the power to make fast, accurate, and consistent decisions at the point-ofsale for risk-based pricing and credit evaluation, ARC Systems' products empower clients to make smart
business decisions. The company's proprietary, patent-pending, rules-based system is used by lenders to
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provide direct access to automated underwriting, product and pricing, and online loan origination system
functionality to their customers, correspondents, and brokers.
About National Credit Reporting Association
Founded in 1992, the purpose of the National Credit Reporting Association is to promote the general
welfare of its members: credit reporting agencies, employment screening services, tenant screening
companies and all issuers of consumer reports; as well as the businesses they serve and the consumers
whose information they report. This will be achieved by providing leadership in education, legislation,
ethics, and enhanced vendor's relations, all in an effort to enable the members to successfully meet the
needs of business and the modern consumer under the terms of the Fair Credit Reporting Act.
About CDS Mortgage Reports
Founded in 1993 and headquartered in Atlanta, Georgia, CDS Mortgage Reports, Inc. provides credit
reports and a variety of mortgage related products and services to the mortgage industry nationwide.
CDS has consistently maintained its focus on well-timed and innovative products and technology while
continuing to deliver exceptional and personalized customer service. CDS is proud of their reputation and
is driven to maintain their proactive stance in offering mortgage services and programs designed to
reduce mortgage loan-processing time and save their clients money.

###

ARC Systems Media Contact:
Michael Perna, Director of Marketing and Creative
ARC Systems
mjperna@arcsystems.com
512.892.5550
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Amherst Funding Group Chooses ARC Systems for Mortgage
Automation Technology
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Automating Loan Eligibility and Commitment Management Processes to Support Amherst Funding
Group's Growing Business
Austin, Texas, October 18, 2005 - ARC Systems

TM

, a leading mortgage automation provider, has

reached an agreement with Amherst Funding Group, L.P. (AFG) to perform commitment management
and eligibility determination of closed loans by implementing ARC Systems' award-winning LendTech®
product. AFG plans to launch the implementation in the first quarter of 2006.
ARC Systems' web-based platform will automate AFG's loan eligibility and commitment management
process. For each closed loan submitted by a seller, LendTech will establish eligibility with AFG's

PRESS RELEASES:
October 24, 2005
ARC Systems Announces

guidelines with regard to the seller's particular commitment with AFG. ARC Systems will develop multiple
interfaces for data transfer and integration between the two partnering companies.

Agreement with Matrix
Financial Services Corp
October 18, 2005
Amherst Funding Group
Chooses ARC Systems for

"AFG looks forward to working with ARC Systems to provide our sellers with a streamlined registration
and commitment management process," said Phillip Daskevich, president of AFG.
"Our existing business with multiple mortgage banking institutions enables us to leverage that

Mortgage Automation

experience to accommodate AFG's objectives to bring about further success for their flow and bulk

Technology

investment business," said Ed Jones, president and chief executive officer of ARC Systems.
Integrating the LendTech product into AFG's business process will facilitate and enhance their growing
loan trading and securitization business. This will be AFG's first automation implementation and will help
them track loans more efficiently, ensure data integrity and eventually perform complex automated
underwriting on its flow and bulk purchases. In addition to automating their underwriting processes, AFG
will leverage the LendTech technology to import and export files, organize commitments and perform
system administration.
"LendTech is a robust platform that provides us with a relatively quick time to market and can
accommodate the growing complexities of our loan trading and securitization business. ARC Systems'
existing integrations with credit and information services are a huge plus," Daskevich said.
About ARC Systems
Founded in 1984 and headquartered in Austin, Texas, ARC Systems is a privately held company
providing premier decisioning technology to lending institutions and investment and commercial banks
across the United States. With the power to make fast, accurate and consistent decisions at the point-ofsale for risk-based pricing and credit evaluation, ARC Systems' products empower clients to make smart
business decisions in less time. The company's proprietary, patent-pending, rules-based system is used
by lenders to provide direct access to automated underwriting, product/pricing and online loan
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origination system functionality for their customers, correspondents, and brokers.
Amherst Funding Group
Amherst Funding Group, L.P. (AFG) was formed in 2004 with the mission of acquiring closed loans for
trading and securitization. AFG purchases closed Agency and Alt-A mortgage loans under mandatory flow
and bulk commitments. In each case, servicing released and servicing retained. AFG is an Agencyapproved Seller/Master Servicer, which is headquartered in Austin, Texas.

###

ARC Systems Media Contact:
Michael Perna, Director of Marketing and Creative
ARC Systems
mjperna@arcsystems.com
512.892.5550
ARC Systems Product Contact:
Steve Jenkins, Vice President of Business Development
ARC Systems
sjenkins@arcsystems.com
512.892.5550
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ARC Systems Announces Agreement with Matrix Financial
Services Corporation
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New technology will provide the tool to create the most profitable loan pool combinations
Orlando, Florida, October 24, 2005 - ARC Systems

TM

, a leading mortgage automation provider,

announced at the Mortgage Banking Association’s 92nd Annual Conference and Expo (MBA Booth #221)
their agreement with Matrix Financial Services Corporation (Matrix) to provide a core system. Using the
new system, Matrix will develop their flow business and manage their existing correspondent business by
implementing ARC Systems’ award-winning LendTech® product. Matrix plans to launch the
implementation in the first quarter of 2006.
ARC Systems’ web-based platform will automate Matrix’s decisioning on purchases of closed loans.
LendTech will perform due diligence for loan pools on a bulk basis and a comprehensive underwrite for
individual loans on a flow basis. Additionally, ARC Systems will provide an interface to a third-party
vendor for compliance screening.
LendTech’s real-time decisioning functionality will be leveraged across Matrix’s correspondent lending
business to make accurate, real-time decisions on a bulk and flow basis, as well as to provide a solid
foundation for establishing processes and managing operations as their business grows. In preserving
the quality of Matrix’s loan pools, LendTech provides the loan quality metrics tool to see 100 percent of
what is in the loan pools, rather than a sampling. This will ensure the loan pools Matrix creates through
the flow basis and purchases through the bulk basis are accurately distributed among appropriate capital
markets. For Matrix’s flow line of business, LendTech will underwrite loans purchased from
correspondents around the country. The LendTech technology will help Matrix develop the most
profitable combinations of loan pools. With LendTech’s quick pricing scenario functionality, Matrix can
run the loan through the system to determine whether it’s the desired rate, lock the rate, and perform a
full underwrite on the loan application.
“We have experienced significant growth, and we needed a core system to enhance our business
processes to assist us in maintaining our new business and continued success. LendTech provides the
core system that Matrix requires to implement our correspondent flow program,” said Patrick Howard,
president and chief executive officer of Matrix Financial Services Corp. “Since we’ll be utilizing the core
system provided by ARC Systems, we are confident we can provide a competitive edge to our customer
base.”
“Through the use of our core technology, ARC Systems has enabled numerous other large banking
institutions to achieve their business objectives for mortgage automation in an efficient and costeffective manner,” said Ed Jones, president and chief executive officer of ARC Systems.
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About ARC Systems
Founded in 1984 and headquartered in Austin, Texas, ARC Systems is a privately held company
providing premier decisioning technology to lending institutions and investment and commercial banks
across the United States. With the power to make fast, accurate, and consistent decisions at the point-ofsale for risk-based pricing and credit evaluation, ARC Systems' products empower clients to make smart
business decisions. The company's proprietary, patent-pending, rules-based system is used by lenders to
provide direct access to automated underwriting, product/pricing, and online loan origination system
functionality for their customers, correspondents, and brokers.
About Matrix Bancorp
Matrix Bancorp (NASDAQ symbol MTXC) is a unitary thrift holding company headquartered in Denver,
Colorado. Its subsidiaries’ operations are conducted primarily in Colorado, Arizona, Texas, and
Tennessee. Through its subsidiaries Matrix Capital Bank and Matrix Bancorp Trading, the company is an
active participant in the capital markets, secondary mortgage markets, and mortgage servicing market.

###

ARC Systems Media Contact:
Michael Perna, Director of Marketing and Creative
ARC Systems
mjperna@arcsystems.com
512.892.5550
ARC Systems Product Contact:
Steve Jenkins, Vice President of Business Development
ARC Systems
sjenkins@arcsystems.com
512.892.5550
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Written for Mortgage Banking Magazine, Oct. 2005 issue

SECONDARY MARKET IS LESS OF A GAMBLE WITH
TECHNOLOGY
A revolutionary change is taking place in the secondary mortgage sector, which no longer can
rely on assumptions about the kinds of mortgages and loan terms in the loan pools they buy and
sell. However, technology makes it possible to weed through the mix and identify the best loans
for the pool buyer.
Technology is now able to provide the necessary analysis to accurately evaluate the
quality of the loans being purchased.
By Ed Jones
The current instability in the operations of government-sponsored enterprises (GSEs) continues
to nudge the secondary mortgage market to depend more on technology for their survival. This
new dependence further validates the notion of technology identifying the types of loans in
potential loan pool purchases so buyers and sellers can make accurate and profitable decisions.
Even though forecasts indicate unimpressive budget increases for technology, lenders must rely
on this innovation to remain competitive.
In the meantime, GSEs are expanding further into the nonprime market, causing additional
pressure on lenders and buyers in the secondary market to remain profitable. Cutting-edge,
affordable technology for loan evaluation, while increasing loan production with minimal
manpower, can safeguard the nonprime secondary market.
The nonprime share of the market, which held steady in the barely noticed seven to eight percent
range in more recent years, climbed the charts last year to more than 20 percent. We may see
this easily surpass 25 percent this year.
The nonprime story, although impressive, has put pressure on the GSEs to find ways to expand
their “definition” of the prime market, therefore expanding their market share.
We believe that’s about to change when the newly established Federal Housing Finance Agency
(FHFA) begins to define the loan types eligible for GSE purchase. Once the GSEs clearly define
those loans, nonprime loan sale parameters will shift again.
In this new, “designer loan” era, borrowers have their own custom-fit loan terms, allowing anyone
with less-than-perfect credit to obtain affordable financing for a home. The disparate, alternative
products make loan quality assessment more important than ever.
As a result, the secondary market can no longer rely on assumptions about the kinds of
mortgages and loan terms in the pools they buy and sell. Looking ahead, lenders expect their
technology budgets to increase by only five percent, a foolishly low number, given the benefits
and profits that would be reaped with technology. Technology provides a cost-effective means for
evaluating the mix and quality of loans being considered for purchase. Provide any prime or
nonprime secondary player with technology to evaluate loan pools quickly, and you’ll see limited
risk and ensured profitability.
Technology and the trading desk
Bidding, purchasing and paying premiums for pools considered nonprime can often result in
overpayment or underpayment if the anticipated risk is inaccurate. Originating lenders may
experience repercussions, having their reputations and profitability affected adversely.
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We recently saw a pool of nonprime loans valued at better than $2 billion with 75 percent of it not
meeting the originating lender’s initial underwriting guidelines and requiring a subsequent review.
Imagine if all loan amounts were equal, that 75 percent could amount to $1.5 billion in potentially
unusable loans.
According to the guidelines set by the pool buyer, this same pool had a more than 10 percent
rejection rate, while only 18 percent was approved. Had the pool not been subject to a filter, it
would be impossible to quantify the extent of non-performance coming from that much disparity.
The industry knows there are misrepresentations – intentional or not – in the quality of loan pools
being bought and sold. The question becomes, how much impact can technology make? The
mortgage industry’s paradigm shift in decisioning is gaining momentum. New technology provides
the necessary analysis and screening, including:
• Checking pools of closed loans to ensure they meet a lender’s or investor’s guidelines.
(As previously stated, a large percentage of these loans do not meet investor’s
guidelines.)
• Examining servicing pools with precision to measure performance and provide a real risk
estimate, rather a statistical guess.
• Checking the entire pool – not a random sample.
• Running the pool through an automated decision system in a fraction of the time it takes
to underwrite manually, measuring FICO deviations and myriad other critical parameters.
Traditionally, underwriting has been a one-shot decisioning process, used largely to say “yea” or
“nay” on a borrower’s loan application. But today’s technology has expanded underwriting into a
more flexible tool that can be used throughout the mortgage loan cycle to ensure the highest
accuracy in predicting quality. That means loan pools can be evaluated and re-evaluated at
anytime. Imagine the more accurate ROI forecasts gained by each participant, from the loan
officer to the investor.
Technology trends
As indicated in a recent survey, spending on mortgage technology continues to increase – 14
percent last year. However, 73 percent of this spending is going for baseline maintenance
(required in order to continue conducting business). Only 27 percent is discretionary (needed to
improve functionality and performance).
Buyers are strengthening their due diligence to ensure the pools match the quality expectations of
investors. Each lender must ensure, for their own edification, that the loans they originate, buy or
sell produce peak performance instead of relying on Wall Street financiers to do that work.
Technology provides accuracy, giving investors a more stable environment for evaluating risk
versus reward.
Federal changes will definitely generate a ripple effect throughout the secondary mortgage
market – creating opportunities for some and posing difficult challenges for others. Despite how
the secondary market is divided, ultimate competitiveness and profitability depends upon who has
the most accurate risk information with which to make sound financial decisions.
It’s clear a new kind of secondary market has emerged, and those with the best technology to
assess performance and reduce risk will endure.

Ed Jones is president and chief executive officer of ARC Systems, Austin, Texas. The company
provides lending institutions, banks and credit unions with technology for point-of-sale, risk-based
pricing and credit evaluation. For more information, contact ARC Systems, by phone: (512) 8925550; or Postal mail: 2600 Via Fortuna, Suite 500, Austin, TX 78746. The company's Web site
address is: www.arcsystems.com.
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What LendTech™ and Superheroes Have in Common
By Ed Jones
The Flash had the unmatched speed to race against any competitor. Spiderman was accurate in
slinging a web. Plastic Man used his flexibility to adapt to any challenge. And we can’t forget
Superman’s dominating strength and convenient X-ray vision that allowed him to see things
others could not.
But we live in the real world where humans, although far more complex than our fictional heroes,
aren’t equipped with these superhuman advantages. Yet at ARC Systems, we work with some of
the best people in the industry, and we have built our business on partnering and learning from
our clients and leading industry experts.
This experience has led us to develop customized solutions that encompass the same qualities
you’d find in superheroes: speed, accuracy, strength, flexibility and the ability to view what others
cannot. The unique power of LendTech is replicating the human decisioning process by
considering all parameters in a client’s rate sheets and guidelines, including the footnotes. And
we have the only solution in the industry to offer these features. These solutions provide accurate
loan underwriting decisions in 30 seconds or less, and each solution is customized to fit a
lender’s comprehensive guidelines.
In the void of underwriting technology, we saw the opportunity to define what a comprehensive
underwriting engine should be. Our clients are highly knowledgeable, and their insight enhanced
our development of this type of technology. We want our clients to be successful; but more
importantly, we realize they want to continue to remain profitable at critical times when interest
rates may rise. Providing advantageous solutions helps our clients capitalize on generating
quality loans and relationships.

Powerful Strength
I’m always excited to find ways to further a client’s success—make them more efficient, more
accurate and more profitable. That’s why a product and pricing engine that makes decisions on
the surface level of a client’s guidelines is simply not enough. LendTech incorporates the fineprint footnotes and conditions of a client’s specific products and programs. When guidelines are
updated, our team of developers, project managers and quality assurance experts integrate the
updates and ensure they are applied correctly.
Most decisioning engines stop at evaluating only the high-level product and pricing guidelines,
such as credit scores, Loan-to-Value, Debt-to-Income and boiler plate stipulations. This
realization led us to develop an entire family of solutions to include each client’s most specific
evaluation criteria. We interpret the footnote criteria into back-end programming to strengthen our
solution—and validate its “best of breed” distinction.
We’ve seen clients enter loans in their LendTech solution and, based on their guidelines, receive
a Denied status for some of these loans. Even though the client may override the system
manually, the technology has already done the work of applying all guidelines, including
footnotes, and rendering a decision for the application more accurately than a manual underwrite.
One great example of the strength of comprehensive decisioning is an application that was
denied because it did not meet the client’s guidelines, which in the footnotes stated that the
borrower’s income must consist of at least 50 percent W2/Salaried Income. In this case, neither
borrower met this criterion. Upon seeing the Denied status, the underwriter manually combined
multiple incomes for an increase, even though that did not satisfy the source of the income
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requirement as stated in the footnoted conditions. Although we cannot determine if this was an
intentional misrepresentation by the lender, internally, this client’s Quality Control Department
might catch this issue after the loan had been funded. However, this opens the client’s liability for
such loans.
The good news is LendTech prevented questionable decisions by denying the loan based on
solid guidelines that had been translated into the solution—and internal log records reflect who
overrode the system denial by tracking changes made to the loan in order to get it approved.
On more than one occasion, ARC Systems’ Help, Education and Resource Office (HERO), our
client support team, has uncovered cases where LendTech saved a client from potential loss to
the bottom line, thus, paving the way to superiority. We have seen LendTech correctly deny a
loan based on a client’s guidelines, but the underwriter was unclear about these guidelines. After
researching the loan information, HERO discovered that one of the guideline requirements for the
loan program would be met within a few days. The underwriter would then be able to override the
system decision manually by approving the loan with a higher credit grade at that time. HERO
found a work-around, which educated the underwriter, allowing the correct decision to be
assigned.
This level of service provides the assurance that if any guideline becomes unclear to the lender or
they are unable to remember the comprehensive stipulations, ARC Systems will provide a reliable
solution to maintain and apply all guidelines for accurate decisions.

Seeing Things
When it comes to credit report attributes, ARC Systems analyzes a significant number of
combinations of configurable attributes found in the credit report.
By providing an accurate loan status, this technology can unquestionably assist human
underwriters. The solid decisioning frees up the lender’s time to focus on developing customer
relationships and increasing sales.
A customized LendTech solution processes credit report information, which is received in
different formats. The client reads a standard text “human-readable” credit report, while LendTech
reads an XML version of the “machine-readable” credit report. A client’s most up-to-date
guidelines are applied to determine a decision for each loan.
Since our clients see a different kind of credit report, they are sometimes able to spot differing
information between the two report formats. By reviewing certain applications where the loan
status is in question, we find the difference is due to an inaccurate human-readable credit report,
or the lender is unclear about their guidelines. We appreciate our clients’ sophistication when
working the loan application because it helps us tailor a solution to fit their business needs.
LendTech assigns an Approved, Denied or Review status (or a variation for each individual client)
for all loans based on the lender’s guidelines. For instance, one of our clients thought a loan with
a foreclosure should be approved, but LendTech put the loan in Review status, which alerted the
client to review their guidelines. According to the footnotes of this client’s guidelines, if a
foreclosure has occurred within 12 to 24 months prior to the loan application, LendTech
generates the Review status to alert the underwriter. This flexibility allowed the underwriter to
approve the loan through the normal workflow by manually adding to the stipulations and
conditions to this particular loan.
Let me tell you about a recent loan where LendTech denied a cash out refinance application due
to foreclosure because the human-readable and machine-readable credit reports did not match.
Although the client read the human-readable credit report correctly, it was inaccurate information.
LendTech recognized the accurate information from the machine-readable credit report data. Had
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the system not read the accurate credit report, the loan could have been approved. Based on the
applicant’s credit history, the loan may have resulted in a default.

Pinpointed Accuracy
Our clients work in fast-paced environments where time is not only of the essence, it is critical in
establishing a relationship with brokers. As their market and interest rates continually fluctuate,
they are evermore dependent on accurate information to make decisions. When a client extends
an initial interest rate and product to a borrower based on LendTech’s decision, the rate is
justified throughout the origination process and keeps the loan in compliance with the lender’s
guidelines. Our clients safely put their trust in our expertise and superior technology, so they can
relax and focus on making a profit and affecting their bottom line.
We recently saw a scenario where LendTech denied a loan based on a client’s guidelines that
required three tradelines from the Primary Wage Earner. The underwriter did not identify which
tradelines belonged to each borrower because it could not be identified on the human-readable
credit report. LendTech identified the information correctly and brought peace-of-mind to the
client.
Guidelines are individual to each client, so gaining a comprehensive understanding about each
client’s guidelines presents a daily commitment for ARC Systems. Implementing correct
guidelines in the system enables LendTech to catch all the terms and conditions to determine
detailed stipulations and the appropriate loan product for each application.
We have witnessed other situations where the underwriter was not fully aware of their guidelines
and footnote conditions and manually approved a loan, which LendTech initially denied, based on
these very guidelines. The guidelines did not indicate that a particular tradeline should be active,
which in this case, it was not; yet it met the other requirements of the guidelines.
The client could have lost valuable business due to misinterpreting their guidelines. However,
since they noticed the loan’s status, this led to further client education and an accurate approval
from the underwriter. Working with LendTech and HERO, their bottom line was protected.

Your Solution
We can’t all have superpowers. But you can have a powerful solution that meets your mortgage
lending needs. With the myriad detailed stipulations in your guidelines, LendTech is built to
accommodate and apply your comprehensive loan parameters to render an accurate decision
with lightning speed.
With continued faith in our expertise and technology, our clients can grow their business, instead
of worrying about whether all information is factual. And for many people in this industry, that may
just qualify as a super power.

Ed Jones is president and chief executive officer of ARC Systems, Austin, Texas.
The company provides lending institutions, banks and credit unions with
technology for point-of-sale, risk-based pricing and credit evaluation. For more
information, contact ARC Systems, by phone: (512) 892-5550; or Postal mail:
2600 Via Fortuna, Suite 500, Austin, TX 78746. The company's Web site address
is: www.arcsystems.com.
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Move from Broker to Banker with the Right Technology
Mortgage brokers making the move to banker status must change their approach
to underwriting functions, as they shift from underwriting and closing loans for a
funding institution to underwriting and closing loans for internal performance or
specific investor guidelines. Selecting the right technology helps ensure a
profitable and streamlined transition.

By Ed Jones
Ed Jones is the president and chief executive officer of ARC Systems in Austin, Texas. The
company provides lending institutions, banks and credit unions with technology for point-of-sale,
risk-based pricing and credit evaluation. ARC Systems’ LendTech® suite of products integrates
automated underwriting, loan origination, eligibility screening and pricing functions in an easy-touse, web-based application, while its Loan Finder Express® product is a fully comprehensive
product and pricing engine. For more information, contact ARC Systems by phone at (512) 8925550 or by postal mail at 2600 Via Fortuna, Suite 500, Austin, Texas 78746. The company’s web
site is www.arcsystems.com.

Technology empowers brokers who want to extend their involvement—and profits—
beyond the loan-closing step to underwriting for a portfolio or specific investors, thus
ensuring a loan’s long-term loan performance or sale.

The growing trend of mortgage brokers moving into a mortgage banker role continues to gain
momentum with new technologies to help with every stage in the loan process—from originating,
underwriting and closing, to secondary marketing, risk management and pipeline management.
Technology empowers brokers who want to extend their involvement—and profits—beyond the
loan-closing step to underwriting for a portfolio or specific investors, thus ensuring a loan’s longterm loan performance or sale.

The underwriting technology they choose to provide the multiple functions involved in achieving
this transition is a crucial decision, linked to the continued success of the company. Many
technology questions must be answered, including whether an on-site system or an Application
Service Provider (ASP) is best, and when an outside company should provide the required
hardware, software, security and expertise.
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It is important to consider some diverse variables when selecting the underwriting technology that
will play a key role if you are considering a broker-to-banker transition to grow your business and
become more profitable.

Taking stock in your current stake
Today, multiple vendors offer various types of software that may or may not be comprehensive
enough to fit your needs. Think about who can provide you with the right advice and, ultimately,
the right technology products.

First, take a look at what you already have. Examine the demands of your current and anticipated
business processes. How advanced is your current automated underwriting system? How many
investors do you plan to acquire?

Your current system may offer the functionality you need now, but what about down the road? If
your system cannot evolve to handle additional demands, functionality and customization, you
may find yourself struggling to keep up with the new demand in your business. That’s a good
problem, but made better with the greater efficiencies you can enjoy with a system that is
developed to meet your specific requirements. A scalable automated underwriting system can
save you time and money in system set up (it’s customized to you) and staff development (the
customization mirrors your current business processes). Having a reliable system in place to
anticipate your underwriting needs in the banker role will allow your staff to become more
profitable faster.

If you do choose a customizable system, what approach will you take for customization? For
instance, will you be able to upload your own rates and customize the system to your specific
needs? Will the system accommodate multiple investors and each of their ever-changing rates
and guidelines?

David Sorsabal, vice president, secondary marketing, Mortgage Tree Lending, Santa Margarita,
Calif., says technology should “propel the business.”

“But it’s not an end-all solution,” Sorsabal said. “If you’re using technology as the save-all, it’s not
going to happen because it’s always changing. You have to stay on top of it.”

That means bells and whistles aren’t everything. As you are navigating the transition to banker
status, remember the technical strategy for your underwriting business. When selecting a
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technology company, make sure it’s a trustworthy and reputable firm with a track record to prove
it.

Streamlining the Pipeline
A key difference for originators when they move from a broker to banker role is the shift from
underwriting and closing loans for a mortgage banker to underwriting and closing loans for one of
several investors. With investors, it becomes necessary to determine their underwriting guidelines
and then have the technology to ensure the loans originated by the broker meet those
specifications.

Transitioning from broker to banker means loans no longer will go to a wholesaler at closing
because you’ll be writing to internal performance or specific investor guidelines. For this, you will
need a single-entry system to both underwrite loans before closing and then disseminate the
closed loans to an investor’s pipeline.

A single-entry point for information is the preferred method, as opposed to one that requires the
originators to enter the information to one system to process it, then a different system for closing,
and yet a different system for secondary marketing. In an ideal system, you would submit the loan
and it would flow through to underwriting, to closing, to secondary—and so on—to whatever your
pipeline requires. A single-entry system streamlines your ability to perform.

Quality Assurance for Secondary Marketing
Selecting the right technology helps ensure the best prequalification, origination, due diligence,
underwriting and closing. Getting these factors in line with your quality standards will make the
loans you close all the more attractive and credible to your investors.

That’s why your quality control system will need to do more for you in your new mortgage banker
role than as a broker. You will need a quality control system to monitor and evaluate loans for
accuracy, validity and completeness, and to identify insufficiencies, errors and unacceptable
patterns of fraud. It should provide feedback geared to improve your production methods and
processes, all the while enhancing the automated underwriting system in place because you
know you’re getting the best decision for the loan.

In the world of software packages, there are a few options. While an on-site system will provide
more control over every aspect, that also means you are responsible for maintaining the security,
training and pay-rolling information systems staff and constantly monitoring the system. If this
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infrastructure isn’t already in place in your organization, quality concerns may arise because now
your focus isn’t only on increasing profits with a newly implemented system; you’ll have to shift
gears to take on a more comprehensive systems management function.

Conversely, with an ASP model, an outside company can provide the required hardware,
software, security and expertise, thus freeing you to focus on profits and increase your bottom
line because an outside source is maintaining the security, the servers and the software.

Quality control is typically a pre-closing function in the broker world. With the passage to the
banker world, quality control must be completed post-closing to make sure loans are accurately
underwritten before shipment to investors. Otherwise, they risk sitting unsold in the pipeline while
you struggle to correct any errors or missing information that led to missed guidelines.

Brokers-turned-bankers must know investors and wholesalers look for post-closing quality
control, and the government-sponsored enterprises expect it. Further, they want as much as
possible done through a single-entry system, such as having a short-term servicing system in
place to prevent early payment default while building up a loan pool for transfer to your investor.
After the effort spent in underwriting to their guidelines, you need to secure the future of the loan
pool with quality assurance measures. The importance of this was expressed last fall, at a
mortgage brokers education conference, by Libby O’Hagan, quality control director of
Contemporary Services.

“We were generating early payment default because servicing was not part of our plans,” she
reported.

O’Hagan advises keeping the number of wholesalers down in the transition from broker to banker
“because each will have their own delivery order, so select the providers who can help with this
transition,” she said.

Technology has changed the world, and it will continue its role in the flux of the mortgage
industry. As this momentum spawns a new breed of brokers-turned-bankers, implementing the
correct technology becomes more important in streamlining the business process of underwriting
loans so brokers can transition into this new role. No doubt, that’s a lot of technology—and
benefits.
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