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7) ABSTRACT

A method of refinancing a mortgage loan is provided. The
method of refinancing a mortgage loan comprises pre-
approving 2 customer for refinancing of a mortgage loan.
This customer is sent a pre-screened offer. The offer com-
prises materials setting forth the terms of the refinanced
mortgage loan, materials providing all required pre-accep-
tance disclosures, and instructions describing how the cus-
tomer may accept the offer. Upon receiving an indication of
acceptance of the offer from the customer, a closing package
is sent to the customer to be executed by the customer. The
execution of the closing package by the customer creates a
refinancing loan agrecment. Also provided is a closing
package for a mortgage loan comprising closing documents

Moines, 1A (US) and a format and instructions providing specific guidance to
the customer for completion and execution of the closing
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METHOD OF REFINANCING A MORTGAGE
LOAN AND A CLOSING PACKAGE FOR SAME

BACKGROUND OF THE INVENTION

[0001] The invention relates to the field of mortgage
lending. In particular, the present invention provides a novel
method of soliciting, originating, processing, closing and
funding a morigage loan.

[0002] Most individuals are not able to purchase real
property outright. Therefore, traditionally, these individuals
contact an institution that provides mortgage lending ser-
vices. Similarly, individuals who wish to refinance an exist-
ing mortgage loan must contact an institution that provides
refinancing services. These lenders provide funds to quali-
fied individual customers to purchase or refinance real
property using that property as security for the loan.

[0003] Refinancing is typically used when a customer has
an existing mortgage loan on a property, but the customer
wants to improve his or her circumstances. For example, the
customer may use refinancing to obtain a lower interest rate
on a loan, or to switch from an adjustable rate mortgage to
a fixed rate mortgage. It is to be understood that the terms
refinancing, refinancing a mortgage loan, refinancing a loan,
and rcfinancing a home can be uscd intcrchangeably, and
will be used herein, to define the process of refinancing real
property using that property as security for the loan.

[0004] Methods of originating and processing a mortgage
loan, and particularly refinancing a mortgage loan, involve
a lender’s assessment of the risk associated with providing
a loan. Particularly, this assessment includes an evaluation
of the customer’s financial status, ability to repay the loan,
and the value of the collateral used to secure the loan. The
process also includes the steps taken by the lender to provide
the funds to support a mortgage loan, such as; establishing
a price for a particular mortgage loan, transferring funds to
support this price, and hedging any potential interest rate
risk to the lender in the market based on the mortgage
offered. For example, a potential risk exists for interest rate
fluctuation during traditional refinancing when a lender
permits a customer to Jock the interest rate at a set rate for
sixty or ninety days on the potential morigage loan. During
this sixty or ninety day period, market interest rates may
change, increasing er decreasing the value of the mortgage
loan to the lender as a result of the locked interest rate. The
risk of financial loss associated with this interest rate lock is
hedged by the lender.

[0005] Obtaining refinancing for a morigage loan typically
proceeds similar to the process of obtaining a first mortgage
loan. Traditional methods often involve a lender dealing
specifically with an individual customer on an individual
basis, in which each individual mortgage loan goes through
its own origination and processing.

[0006] The refinancing process typically begins when a
customer applies for a mortgage loan. Usually, a customer
approaches a lender to apply for refinancing. However,
current methods also exist in which a lender provides a
customer with a firm offer for a mortgage loan, such as
through a solicitation by mail. The process often continues
by the customer’s participation in a loan application inter-
view, although a loan application interview does not always
occur during traditional refinancing processes. During the
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loan application interview, a customer meets with a loan
officer. The loan officer collects information needed by the
lender to approve the loan. The loan officer also explains the
types of loans available, the interest rates and fees involved,
and the qualification requirements. The loan officer further
aids the customer in completing a mortgage loan applica-
tion. As an alternative, the customer may start a loan
application online or may complete a limited loan applica-
tion online.

[0007] To complete a loan application, a customer must
provide financial information and other personal informa-
tion. Particularly, the customer provides information in a
variety of areas, including, for example, the property to be
refinanced, the customer’s address and social security num-
ber, the customer’s cmployment history, and the customer’s
financial history. Because a customer may be more than one
person, this information may need to be provided for more
than one person.

[0008] After the loan application interview, or after
completion of the loan application, the lender typically
registers and establishes the potential new loan on its loan
origination system. The documents and other disclosures
obtained from the application process are sent 10 a process-
ing center for verification and cvaluation. The lender cvalu-
ates the information provided 10 ensure that the correct
information was provided to the lender, including the correct
docsments. This typically involves the lender contacting
references, confirming information listed in the application,
and obtaining a tri-burean report, or credit report, and a
credit score for the customer from a credit bureaun. Specifi-
cally, loan application verification is performed by a loan
processing department and an underwriter. The responsibil-
ity of a loan processor is typically to send out the verifica-
tions of employment and deposit, oxder the tri-bureau report
and credit score from the credit bureau, order the property
appraisal, and obtain any other documents associated with a
particular application to refinance a mortgage loan, such as
title insurance, a title commitment, a title opinion and flood
determinations. These orders are generally either electroni-
cally or verbally submitted by the processing department to
the appropriate vendor. Ultimately, the time it takes to
receive the documents and verify the information affects the
overall length of time required for the lender to approve the
application.

[0009] Once the necessary documents are collected, they
are sent to an underwriter. The underwriter ultimately makes
the decision to approve or reject the loan. The underwriter
verifies the information in the application, and evaluates
whether the customer is eligible to receive refinancing for a
mortgage loan. Additionally, a determination is made
regarding the amount of money that the lender is willing to
provide. Specifically, the information investigated by the
underwriter includes the customer’s personal information
and finances, such as: bank account information, current
loan amounts and payments, and credit cards; an appraisal of
the property; the year the property was acquired; the original
cost of the home; the cost and a description of any improve-
ments; the amount of any liens; a complete mailing address
for the property, the property’s age and its full legal descrip-
tion; the customer’s social security pumber, age, schooling,
marital status, dependents, current address, length of time at
a current address, current housing expenses; and employ-
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ment history, including sources of income. Personal assets
and personal indebtedness are also reviewed.

[0010] One additional step in a lender’s decision to pro-
vide refinancing to a customer is an evaluation of the
property itself. The lender evaluates the appraised value of
the property to be refinanced in addition to legal title
considerations. In several states, title considerations are
evaluated by a title vendor who provides title search and
insurance services. The title vendor checks for encum-
brances on the property and insures the property against any
prior claim of owpership made by another. In states that do
not permit use of a title vendor, an abstractor typically
performs the necessary title search and an attomney issues a
title opinion based on the title search. The information
obtained is evaluaied to determine whether the lender will
provide a mortgage loan or refinancing te that customer for
that property.

f0011] Within three business days afier the customer’s
completion of the application for a mortgage or for refi-
nancing, the lender is required by law to provide a Good
Faith Estimate of the anticipated closing costs to the cus-
tomer. The Good Faith Estimate demonstrates to the cus-
tomer the cosis associated with a loan settlement, such as
origination fees, mortgage insurance, title insurance, escrow
reserves, and hazard insurance. Also within this time frame,
the customer must receive an initial Truth-In-Lending dis-
closure statement. The Truth-In-Lending statement discloses
to the customer the estimated monthly payment and total
cost of all finance charges on the loan, along with various
state specific disclosures.

[0012] Generally, the information collected by the lender
provides a background of the customer on which to base a
decision whether to approve refinancing of a mortgage loan
for that customer. As can be seen, a great deal of information
must be collected and reviewed for each individual cus-
tomer, as well as provided to the customer. In fact, multiple
parties must work together to provide enough information to
the underwriter for the underwriter to determine whether to
approve a customer for the refinancing of a mortgage loan.

[0013] Due to the numerous steps involved and items to
review, the mortgage origination and approval process for
traditional refinancing processes takes several days, if not
several weeks, to complete. Counsidering that numerous
documcnts must be provided to the lender from both the
customer and the vendors, the processing of the application
to tefinance is very paper-intensive, and therefore, very time
consuming. The entire process, from application for refi-
nancing of a mortgage loan to closing of the loan, can in
some cases take up to five weeks to complete, depending on
the type of mortgage involved and the complexity of the
customer’s circumstances. As a result, risks and costs are
added to the process for both the customer and the lender.
Furthermore, there is no guarantee that an individual cus-
tomer will be approved for refinancing of a morigage loan.

[0014] Significant time, expense, and effort are also
incurred by the lender. The lender must rely on the customer
for information. The lender must also evaluate each indi-
vidual customer on an individual basis, making various
requests for information from vendors for each customer.

[0015] If the lender approves the customer for refinancing,
a closing date is set and the customer typically receives a
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commitment letter. The commitment letter sets out the terms
of the loan and the length of time those terms are offered.
Commitment letters also often include fees, tax information,
insurance information, and closing requirements. Occasion-
ally, the commitment letter will have conditions, such as
requiring proof of hazard insurance, before a mortgage loan
will be provided by the lender. The customer accepts this
commitment by returning a signed copy of the commitment
letter to the lender, typically within five to ten business days.
The signed commitment letter assures the customer that the
mortgage lender will provide the loan subject to the listed
conditions being met.

{0016] Once the customer is approved for refinancing of a
loan and has signed the commitment letter, the method of
refinancing a mortgage loan proceeds to the stage of closing
the mertgage loan. At the closing the final documents are
signed and the arrangements for possession are completed.
The lender also often provides any necessary disclosures 10
the customer and helps the customer complete the closing
documents. A brief list of some of the closing documents
involved in a typical closing are: a rider; a settlement
statement, called a “HUD”; a deed of trust; a right to cancel;
a note; a mortgage; and a legal description of the property.
The mumerous and lengthy closing documents must be
obtained and assembled by the lender prior to the closing.
The different closing documents are typically placed
together in a file. Each individual closing document is then
presented to the customer for review and execution during
the closing. Considering the closing documents are not
usually bound together, there is a risk that one or more of the
documents may be lost or misplaced during the process of
executing the documents, as well as during processing by the
lender. Likewise, there is a risk that the lender may not
obtain ail of the documents that must be signed, or will
obtain the wrong documents. Furthermore, lenders do not
typically mark each individual closing document for pur-
poses of tracking the document in the lender’s mortgage
loan systems or for processing of the document. Instead, the
lender typically relies om the customer name listed on the
closing document. The lack of any effective tracking system
for each closing document increases the risk that a closing
document might be lost during the execution and processing
of the closing documents.

[0017} Traditionally, the closing takes place by a meeting
between at least the cusiomer and the loan officer, an
attorney, or a closing agent, at the loan officer’s business
office, at the escrow agent’s office, or at the attorney’s office.
This varics by state regulation and practice. The documents
involved in closing are quite lengthy, complex, and confus-
ing, often taking a significant amount of time to read,
understand, execute, and have notarized. In fact, often the
closing documents contain more disclosures and request the
customer to execute more documents than are actually
required by law or practice, wasting the time of both the
customer and the lender. The closing itself takes an hour or
more to complete. Additionally, because the closing requires
a meeting, it adds additional time, hassle, and expense for
the customer and the lender. Thus, the traditional closing
process, including lengthy, complex documents and a meet-
ing, adds significant time, expense, and effort to the process
of refinancing 2 mortgage loan for both the customer and the
lender.
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[0018] Subsequent to, or at the end of the closing, settle-
ment of the loan occurs. During settlement, the necessary
funds are exchanged, including any down payment, costs, or
fees associated with the mortgage loan. Closing costs typi-
cally include an origination fee, discount points, interim
interest, and any third party fees, such as an appraisal fee, a
mortgage recording fee, processing/underwriting fees, title
insurance fees, an escrow officer’s fee, homeowner’s insur-
ance fees, miscellaneous courier and transaction fees,
escrow account funds, private mortgage insurance fees, and
a credit report fee. For first mortgages and occasionally
refinancing, scttlement may also lypically invoive the pay-
ment of any third parties that arc owed money from the
proceeds of the transaction. During settlement, the lender
verifies that the appropriate documents have been signed and
notarized. The mortgage loan is then funded by the lender.
The mortgage is subsequently distributed for recording in
the appropriate county recording offices. A copy of the
mortgage is also sent to the customer. Often, settlement
further includes paying off a prior mortgage loan and a
release of a prior lien on a property. Additionally, during a
traditional method of obtaining a first mortgage loan, and
occasionally refinancing, welcome letters are sent to mort-
gage customers by their servicers shortly after the loan is
closed.

[0019] The refinancing process then proceeds to posi-
closing. During post-closing, the mortgage loan file gener-
ated for the customer is combined with materials from
settlement. The materials and documents are verified and
checked for completeness. The verification process involves
comparing the customer loan file with a checklist to deter-
mine whether any deficiencies exist. If deficiencies are
discovered, they must be resolved by the lender. The lender
then determines whether to retain or to sell each mortgage
loan. In some cases, for loans that are sold by the lender, the
lender provides the original mortgage documeats {o a cus-
todian. However, these original mortgage documents are
often retained by the lender. The loans are reviewed by the
lender to determine if the loan is saleable. A saleable
mortgage may subsequently be pooled with other saleable
mortgages obtained by the lender and sold to a third party on
the secondary market. However, a lender may retain some or
all of these mortgages in its portfolio. Similarly, the lender
may choose to sell or retain the servicing associated with
some or all morigage loans.

[0020] In an effort to reduce the lengthy approval process,
lenders have provided alternative processes for customers in
an atterapt to increase the rate of approval for obtaining or
refinancing a mortgage loan. In each of these situations the
customer is typically in the process of evaluating whether to
obtain a morigage loan, or to refinance, and evaluating
which lender to approach for such a loan.

[0021] While typically associated with obtaining first
mortgages, one alternative provided by lenders is a pre-
qualification process. For first morigages, pre-qualification
provides a customer with a comfort range regarding the
amount of money a lender is willing to provide the customer
for a mortgage loan. The lender is also provided certain
information about the customer and has taken sleps to
preliminarily qualify the customer for a mortgage loan at an
carly stage of the process. Therefore, fewer steps and less
information is needed at the time the customer decides to
proceed in obtaining a mortgage loan.
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[0022] A customer applies for pre-qualification by com-
pleting an application or by giving authorization to obtain a
credit report. This application provides the lender particular
financial information about the customer, such as household
income, total indebtedness, employment history, and funds
available for closing, The customer’s credit history is also
obtained. The lender then decides whether a customer is
preliminarily qualified for a mortgage loan and how much
money a customer is qualified to receive. This decision is
communicated to the customer. Therefore, at the time the
pre-qualified customer decides to proceed with obtaining a
mortgage loan, the customer may have already completed
the preliminary stages of the application process. The pre-
qualified customer also has a general understanding of
whether the particular property of interest falls within the
range of the loan amount that the eustomer is qualified to
receive. Similarly, the lender has already completed some of
the preliminary steps of the approval process for the pre-
qualified customer. Therefore, less work needs to be per-
formed by the lender at the time the customer decides to
complete the process of obtaining a mortgage loan. After the
customer notifies the lender of the customer’s decision to
obtain a mortgage loan, the remaining steps for completion
of mortgage loan origination and processing continue by
following the same process as other traditional processes.
[0023] While pre-qualification provides a little more infor-
mation to the lender at the preliminary stages of applying for
a mortgage loan, it has not improved the overall timeframe
in which to complete the process of obtaining a mortgage
loan, nor has pre-qualification reduced the effort required of
the customer or the lender. The steps of the process arc
simply spread out, as opposed to processes that involve a
continuous flow from one step to the next. In other words,
the customer and the lender begin the application process,
wait a period of time for the customer to make a decision,
then complete the process after the customer notifies the
lender of its decision. The customer is still required to
approach a lender to request a mortgage loan, which
includes gathering various types and amounts of financial
and personal information. The customer is also required to
complete a mortgage loan application, await a lengthy
approval period, and participate in a lengthy closing process.
Moreover, there is no guaraniee the customer will oblain a
loan for the particular property. Likewise, the lender is still
required to evaluate each customer individually, and to
maintain mortgage loans and the processing thereof on an
individual basis. Thus, the time, effort, and expense to the
customer and the lender have not been reduced by pre-
qualification.

[0024] “Pre-approval” is another alternative provided by
lenders in an attempt to avoid the prior problems of the
lengthy timeframe in which to complete the overall process
of refinancing a mortgage loan, the extensive effort required
of both the customer and the lender, and the paper-intensive
nature of these processes. A customer either approaches a
lender and applies for refinancing, or alternatively, a lender
solicits a customer, encouraging the customer to approach
the lender for refinancing. During a pre-approval process,
the customer typically completes a pre-approval application.
This application collects necessary financial and personal
disclosures. The lender also obtains a credit report and credit
score for the customer. The lender then submits the infor-
mation cbtained to a processing department and to an
underwriter for approval. The information obtained is evalu-
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ated by the lender who then either approves or denies that
customer for refinancing of a mortgage loan. Approval for a
loan, however, is usually contingent upon a satisfactory
property appraisal and a satisfactory title review of the
property. Therefore, after the customer makes the decision to
complete the process of obtaining a mortgage loan or
refinancing, the lender is typically contacted and provided
the information necessary to complete an appraisal and a
title review for that property. A final decision is then made
by the lender whether to approve the customer and property
for a mortgage loan or refinancing. Similar to pre-qualifi-
cation, after approval of the customer and the property, the
process continucs in the same manner as other traditional
processes.

[0025] A pre-approval process, like pre-gualification and
other traditional processes, takes a significant amount of
time. No steps have been climinated from the process for the
customer or the lender. Instead, the steps are merely spread
out. The customer must still approach the lender to complete
an application. The customer must also provide a significant
amount of information 1o the lender to complete the process.
The customer also participates in a lengthy closing process.
The lender, likewise, must participate in and complete the
lengthy application, approval, closing and processing of the
customer’s request for a mortgage loan or refinancing.
Furthermore, there is no guarantee the applicant will be
provided a mortgage loan or refinancing. Therefore, signifi-
cant time, expense, and effort are required of both the
customer and the lender with little assurance that the cus-
tomer will in fact successfully obtaia a mortgage loan o
refinancing.

[0026] Currently, origination and processing metheds also
exist for refinancing, different from pre-approval and pre-
qualification processes, that provide accelerated approval of
a customer for a mortgage loan, faster processing, and
reduced costs for the customer. Such methods typically have
reduced documentation requirements that contribute to the
accelerated process. Specifically, the lender may not obtain
income and asset verification for the customer. Additionally,
a credit review of the customer and an appraisal of the
property may not be requested by the lender in those markets
that permit such reductions. However, often with such
accelerated processes, information must still be provided by
the customer and subsequently processed by the lender.
Therefore, while saving some time for the customer and the
lender, a large amount of time, effort, and expense is still
required of the customer and the lender to evaluate the
customer’s eligibility for refinancing.

[0027] In one alternative of this accelerated process, the
lender pre-screens customers with mformation it obtains on
its own, and provides these pre-screened customers a firm
offer to refinance a mortgage loan. As a result of the
pre-screening, the lender needs less information from the
customer to approve the customer for refinancing after the
offer is sent to the customer. Customers are pre-screened by
comparing these customers to a set of criteria to determine
whether these customers qualify for rcfinancing. As
examples, such criteria may include: whether the customer
has accepted an offer from a previous campaign offered by
the lender; a credit score above a certain value; whether the
customer has been delinquent in payment of a mortgage
loan; whether the customer has filed for bankruptcy; the type
of property involved; whether a disaster has occurred on the
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property; whether the customer’s loan has been foreclosed;
whether the customer has a foreign address; whether the
customer’s existing loan is in collections; loss mitigation; or
whether the customer was part of the armed forces. Those
customers that are pre-screened and found to satisfy all
criteria used to select the eligible customers are typically
sent an offer to refinance from the lender.

[0028] In this situation, a broad group of people are often
solicited with an offer to refinance. The offer presented to the
customer provides the customer information indicating that
the customer is qualified to receive “up to” a dollar amount
for a refinanced mortgage loan and asks the customer to
contact the lender to learn more about this offer. No specific
interest rate or price adjustments are applied to the offer to
refinance at this time. Therefore, upon receipt of the offer,
the customer must approach the lender and provide further
information to the lender to determine the specific amount of
money the lender is willing to provide and the terms of such
a refinanced morigage loan. Furthermore, these offers, while
reduced in cost, often still include some of the costs asso-
ciated with refinancing of a mortgage loan. Therefore, the
effort and expense for the customer and the lender have been
reduced, but not eliminated. The customer must still provide
information to the lender for processing. Additionally, the
lender must stilt process the customer’s additional informa-
tion and parsticipate in a traditional closing. Therefore, the
overall process of refinancing a mortgage loan, even for an
accelerated approval process, is still a lengthy, time con-
suming process. Moreover, the customer is not provided a
specific loan amount in the offer. The customer is only
provided an amount “up to” a certain level. Therefore, the
customer must complete the approval process before being
able to determine for certain whether and how much money
the leader is willing to provide.

[6029] While pre-qualification, pre-approval, and acceler-
ated approval methods allow the customer and the lender to
complete some of the preliminary mortgage origination
steps earlier than other traditional processes, thus far, it has
been difficult for lenders to provide a pre-approval process
that is not initiatcd by the customer duc to thc laws,
regulations, and steps involved in the overall process of
refinancing a mortgage loan.

{0030] In view of the foregoing, therefore, a peed exists
for a method of refinancing a mortgage loan that has shorter
time frames for the customer, and results in a closing
package that can be closed at the customer’s convenience. A
need also exists for a method of refinancing a mortgage loan
that provides the customer immediate knowledge of the
terms and amount of the mortgage loan, and reduces the
effort and expense required of the customer and the lender.
A further need exists for a method of refinancing a mortgage
loan in which a lender is able to pre-approve customers in
bulk, send the same offer to multiple customers, perform
various preparation and processing steps in bulk, and send
closing packages in bulk, reducing the lenders overall time
and costs.

{0031] The difficultics encountered in the prior art are
substantially eliminated by the present invention.
SUMMARY OF THE INVENTION

[0032] By the present invention, it is proposed to over-
come the difficulties encountered heretofore. To this end, a
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method of refinancing a morigage loan and a closing pack-
age for same is provided. The method of refinancing a
mortgage loan comprises pre-approving a customer for
refinancing of a mortgage loan. This customer is sent a
pre-screened offer for refinancing a mortgage loan. The offer
comprises materials setting forth the terms of the refinanced
mortgage loan, materials providing all required pre-accep-
tance disclosures, and instructions describing how the cus-
tomer may accept the offer. Upon receiving an indication of
acceptance of the offer from the customer, a closing package
is sent to the customer to be executed by the customer. The
execution of the closing package by the customer creates a
refinancing loan agreement. This closing package comprises
closing documents and a format, and instructions providing
specific guidance to the customer for completion and execu-
tion of the closing documents.

[0033] The primary objective of the method of refinancing
a mortgage loan of the present invention is to provide a
method of refinancing a mortgage loan that has shorter time
frames for the customer and the lender, and resulis in a
closing package that can be closcd at the customer’s con-
venience.

[0034] These and other objects will become apparent upon
reference to the following specification, drawings, and
claims.

BRIEF DESCRIPTION OF THE DRAWINGS

[0035] FIG. 1 shows a flow chart of the method of
refinancing a mortgage loan of the present invention show-
ing offer creation and pre-approval.

[0036] FIG. 2 shows a continuing flow chart from FIG. 1
of the method of refinancing a mortgage loan of the present
invention showing the steps of order entry.

[0037] FIG. 3 shows a continuing flow chart from FIG. 2
of the method of refinancing a mortgage loan of the present
invention showing the steps of fulfillment.

[0038] FIG. 4 shows a continuing flow chart from FIG. 3
of the mcthod of rcfinancing a mortgage loan of the present
invention showing the processing of closing packages.

[0039] FIG. 5 shows a continuing flow chart from FIG. 4
of the method of refinancing a mortgage loan of the present
invention showing the setllement of the morigage loan and
payoff.

[0040] FIG. 6 shows a continuing flow chart from FIG. §
of the method of refinancing a mortgage loan of the present
invention showing the settlement of the mortgage loan and
funding.

[0041] FIGS. 7z & 7bshow a continving flow charis from
FIG. 6 of the method of refinancing a mortgage loan of the
present invention showing the pooling and sale of mortgage
loans.

[0042] FIG. 8a shows a flow chart of the method of
refinancing a mortgage loan of the present invention in
which an offer is sent to a2 customer.

[0043] FIG. 8b sbows a flow chart of the method of
refinancing a mortgage loan of the present invention in
which a customer approaches a lender to request refinancing.
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[0044] FIG. 9 shows a perspective view of a closing
package workbook of the present invention.

[0045] FIG. 10 sbows a perspeclive view of a closing
package workbook open to show an attached document.
[0046] FIGS. 11a & 11b show a set of instructions and
document listing of the closing package for the documents
to be incorporated into the closing package of the present
invention.

[0047} FIG. 12 shows a checklist of instructions for
completing the closing package which is incorporated into
the closing package of the present invention.

[0048] FIG. 13 shows instructions to a notary which are
incorporated into the closing package of the present inven-
tiom.

[0049] FIG. 14a through FIG. 14d show instructions for
completing a note and a note document which are incorpo-
rated into the closing package of the present invention.
[0050] FIG. 154 through FIG. 15p show instructions for
completing a mortgage or deed of trust and a2 mortgage
document which are incorporated into the closing package
of the present invention.

{0051} FIG. 16a through FIG. 16f show instructions for
completing a document containing business acknowledge-
ments, agreements and disclosures, and the busipess
acknowledgements, agreements, and disclosures document
which are incorporated into the closing package of the
present invention,

[0052] FIG. 17a through FIG. 17¢ show instructions for
completing the acknowledgment of receipt and notice of the
right to cancel, and the acknowledgement of receipt and
notice of the right to cancel documents which are incorpo-
rated into the closing package of the present invention.

[0053] FIG. 184 through FIG. 18d show instructions for
completing the borrower’s title affidavit and the borrower’s
title affidavit which are incorporated into the closing pack-
age of the present invention.
[0054] FIG. 19 shows a list of frequently asked questions
document that is incorporated into the closing package of the
present invention.
[0055] FIG. 20 shows a Good Faith Estimate which is
incorporated into the closing package of the present ioven-
tion.
[0056] FIG. 21 shows an Affiliated Business Arrangement
Disclosure which is incorporaied into the closing package of
the present invention.
[0057] FIG. 22 shows a Servicing Disclosure Statement
which is incorporated into the closing package of the present
invention.
[0058] FIGS. 23z & 23b show a Uniform Settlement
Statement which is incorporated into the closing package of
the present invention.
[0059] FIG. 24 shows a Truth-in-Lending Disclosure
which is incorporated into the closing package of the present
invention.

DETAILED DESCRIPTION OF PREFERRED

EMBODIMENTS

[0060] The Figures show a method of refinancing a mort-
gage loan and a closing package for same. The method of
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refinancing a mortgage loan comprises pre-approving a
customer for refinancing of a morigage loan. This customer
is sent a pre-screened offer for refinancing a2 mortgage loan.
The offer comprises materials setting forth the terms of the
refinanced mortgage loan, materials providing all required
pre-acceptance disclosures, and instructions describing how
the customer may accept the offer. Upon receiving an
indication of acceptance of the offer from the customer, a
closing package is sent to the customer to be executed by the
customer. The execution of the closing package by the
customer creates a refinancing loan agreement. This closing
package comprises closing documents and a format, and
instructions providing specific guidance to the customer for
completion and execution of the closing documents.

[0061] It is contemplated that the method of refinancing a
mortgage loan of the present invention can be used to create
various mortgage loans, including, but ot limited to, resi-
dential mortgage loans, FHA loans, borrower paid mortgage
insurance loass, lender paid mortgage insurance loans,
jumbo mortgage loans, fixed rate mortgages, adjustable rate
mortgages, and mortgages for a term of years.

[0062] As will be described in detail in the following
description, the method of refinancing a mortgage loan of
the present invention is streamlined in comparison to tradi-
tional methods of refinancing a mortgage loan. Particularly,
{he present invention reduces the number of steps required
for the customer to complete the refinancing process. One
feature of the present invention that streamlines the method
of refinancing involves a lender sending an offer to refinance
a mortgage loan to a pre-approved customer that contains
materials setting forth the terms of the refinanced mortgage
loan, materials providing all the required pre-acceptance
disclosures, and instructions describing how the customer
may accept the offer, eliminating the customer’s need to
complete the application process.

[0063] The closing package of the present invention also
streamlines the process of refinancing a mortgage loan.
Specifically, the closing package has fewer documents to be
reviewed and executed by the customer as compared to
traditional refinancing processes. Furthermore, the closing
package of the preferred embodiment contains detailed
instructions associated with a checklist for the customer to
follow, permitting quick and easy execution of the closing
package documents. Aside from the reduced documentation
and instructions of the closing package, the customer is also
not required to provide any additional documentation at the
time of closing. Moreover, the closing packages are sent (o
the customer to be completed and executed, and may be
completed by the customer al the cuslomer’s convenience
within a specified time period.

[0064] Furthermore, each of the customer’s acceptance
steps can be completed by telephone or electronically,
including through the Intemnet. Therefore, a meeting
between the loan officer, an attorney, or a closing agent and
the customer is ot necessary, with the exception of those
states in which a meeting is required by law. The steps of the
method of refinancing a mortgage loan of the present
invention are reduced for the customer. Specifically, the
customer’s steps include accepting an offer to refinance that
is sent to the customer, and completing a closing package
connected with this offer. Accordingly, the time, effort, and
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expense required of both the lender and the customer are
greatly reduced from current methods of refinancing a
mortgage loan.

[0065] Ultimately, the streamlined pre-approval and clos-
ing processcs of the present invention significantly reduce
the amount of work for the customer, by not requiring the
customer to fill cut an application, attend a loan application
interview, or provide a significant amount of background
information to the lender. The lender has already completed,
or has figured electronic solutions, or has ¢liminated these
steps prior to the customer’s receipt of the offer. It is
contemplated, however, that some of these steps may be
included in the process without departing from the overall
scope or streamlined nature of the invention. Moreover, the
lender sends these pre-approved customers an offer in which
the specific terms of a potential new morigage loan are
provided, disclosing to the customer the precise details of
the mortgage loan that the customer is ¢ligible to receive and
simplifying what is required of the customer to obtain this
loan. The customer only needs to accept the offer.

[0066] The lender is also bencfited. Specificaily, the lender
is able to pre-approve customers in bulk, send the same olfer
to multiple customers, perform various preparation and
processing steps in bulk, and send closing packages in bulk,
reducing the lenders overall time and costs, whereas current
methods of refinancing a mortgage loan are performed on an
individual by individual basis. Furthermore, the lender does
not need to rely on the customer for information to complete
an application, and, with some exceptions, does not meet
with the customer to close the loan. Therefore, the lender’s
overall time, effort, and expense in working with the cus-
tomer to provide a refinanced mortgage loan is significantly
reduced.

{0067] Preliminarily, in the preferred embodiment, a
lender designs an individual campaign that it wishes to offer
its customers based on the particular goals of the lender. The
lender decides, as one example, that it is willing to offer its
customers a reduced mortgage rate in exchange for a cus-
tomer’s refinancing of a mortgage loan. It is noted that any
purpose for offering refinancing would be acceptable for
purposes of the present inveation. The lender prepares offers
1o customers to meet the goals of its individual campaign.
The lender uses these goals to establish a list of customers
that it wishes to include in the campaign.

[0068] Accordingly, as will be described in detail herein,
the preferred method of refinancing a morgage loan begins
with a lender creating a set of criteria from which it will
select a customer from a group of customers who have
existing mortgage loans. Secondly, the selected customer is
pre-approved for refinancing of a mortgage loan. An offer to
refinance a mortgage loan is then prepared for the pre-
approved customer. This offer has definite requirements,
obligations, and disclosures associated with the mortgage
loan. Particularly, the pre-screened offer comprises materials
setting forth the terms of the refinanced mortgage loan,
materials providing all required pre-acceptance disclosures,
and instructions describing how the customer may accept the
offer. It is further contemplated that additional information
or material may be added to this offer or removed from the
offer without departing from the overall scope of the inven-
tion. After the offer is prepared, it is provided to the
pre-approved customer. The lender then provides a limited
period of time in which the customer may accept the offer.
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{0069] While the lender may provide an offer to a cus-
tomer by sending the offer to the customer, it is also
contemplated that a pre-approved customer or pre-qualified
customer may approach the lender to request refinancing of
a mortgage loan. Following the customer’s request, an offer
is communicated by the lender to the customer for a mort-
gage loan. In this situation, as opposed to being sent to the
customer, the offer is verbally communicated to the cus-
tomer. However, the offer may be communicated by any
means that would convey an offer to a customer, including
without limitation, a written or electronic formatted offer. If
the customer accepts the offer, the customer is provided a
closing package to be executed by the customer. Upon
execution of the closing package, a refinancing loan agree-
ment is created.

[0070] Alternatively, the lender may prepare an offer to
refinance a mortgage loar for a group of customers. Accord-
ingly, a set of criteria is first created from which a list of
customers to be provided the offer is created. Customers to
be provided an offer may be selected from a group of
customers who have existing mortgage loans. In the pre-
ferred embodiment these customers arc obtained from mas-
ter customer lists. Those customers who are qualified to
receive an offer to refinance a mortgage loan based on a
particular campaign are considered pre-approved, placed on
the target list, and provided an offer to refinance a mortgage
loan.

[0071] The method of refinancing a mortgage loan of the
preferred embodiment continues when the lender receives a
communication from a customer who has received this offer,
either accepting or declining the offer within the appropriate
time period. When the customer accepts the offer, a closing
package is prepared and sent to the customer. Alternatively,
it is contemplated that the steps of providing an offer to the
customer and providing closing documents to the customer
could be combined into a single step.

[0672] Once the customer reccives the closing package,
the customer completes and executes the documents and
disclosures contained therein. Subsequently, the customer
returns the completed closing package to the lender. The
lender then processes the completed documents contained
within the closing package.

[0073] Afier the documents in the completed closing pack-
age are processed and determined to be acceptable, the
lender funds a new loan based on the information gained
from the processing of the completed closing package. The
lender then settles the existing mortgage loan by paying off
the existing mortgage loan for the customer. Subsequently,
the customer’s mortgage loan is pooled with mortgage loans
from other customers of the lender and sold on the secondary
market. It is contemplated, however, that the lender may
retain some, or all, of these loans in its portfolio. Addition-
ally, the lender may sell the servicing associated with some,
or all, of these morigage oans, or alternatively the lender
may retain the servicing of the loan, or loans, for itself.

[0074] A preferred embodiment of the method of refinanc-
ing a mortgage loan of the present invention comprises
computer control of at least a portdon of the process.
However, it is contemplated that the entire process may be
controlled by a computer. Altematively, it is contemplated
that the process may be completed manually. Particularly,
the computer is a programmable computer as is commonly
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used in the art, such as a personal computer or a networked
computer. The computer is provided with and implements
software with the specific functions described herein for the
refinancing process. Furthermore, the computer also
exchanges information with various databases and other
stores of information. In the preferred embodiment, a com-
puter operates a loan information system. The loan infor-
mation system is software that is implemented on the
programmable computer which manages, controls, and
tracks the workflow of one or more mortgage loans during
origination and processing. Loan information is obtained
from customer databases and provided to the loan informa-
tion system. The loan information system of the preferred
embodiment is capable of facilitating high volume, short
duration loan origination and print processes. This loan
information system manages loan information for each
individual mortgage loan, or multiple loans at one time in a
batch. The loan information system serves to transfer loan
information for individual loams, or multiple loans in a
batch, throughout the lender’s mortgage loan systems. The
loan information system also tracks the status of an indi-
vidual campaign associated with a particular offer as the
information associated with this offer or campaign proceeds
through the refinancing process systems. The loan informa-
tion system is further capable of storing lengthy full legal
descriptions associated with the propertics involved in the
refinancing campaign. The preferred embodiment of the
loan information system also has reporting capabilities.
Particularly, the preferred embodiment generates reports for
review by the lender at different stages of the refinancing
process. These reports include, but are not limited to,
clearance reports, upload reports, funding reports, and
execulive summaries.

[0075] Referring to the figures, FIG. 1 presents the steps
involved in preparing a prescreened offer for a mortgage
loan. In the preferred embodiment of the method of refi-
nancing a mortgage loan, a lender prepares an offer for at
least one customer, but preferably for multiple customers.
First, a master database of target customers (“master data-
base™) is created. For refinancing mortgage loans, this
master database of target customers is created by the lender
from the lender’s own files, although it is contemplated that
a third party’s files or databases could be used for this
purpose. Likewise, for other types of mortgages, master
databases may be created from the lender’s customer data-
bases or from third parties. It is further contemplated that the
information may be obtained from a global computer net-
work or from written or printed records. Tn the preferred
embodiment, a third party maintains customer data owned
by the lender. Therefore, the third party must be contacted to
obtain customer information from the lender’s master data-
base of target customers.

[0076] A first set of criteria is then compared to the
lender’s master database of target customers. A target group
of customers that have existing mortgage loans is selected
from the lender’s master database based on the criteria
applied. The target group of customers is prepared by
querying the master databasc using an automated informa-
tion management system. The automated information man-
agement system is software implemented on a program-
mable computer that controls and regulates the flow of
information through the lender’s systems, and includes
search capabilities. The automated information management
system obtains data from the lender’s various internal
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sources and can be used to query specific factors. Further-
more, the automated information management system adds
additional information to the customer list that was not
previously obtained or not available from the master data-
base, such as demographic information. Specifically, the
automated information management system filters the mas-
ter database of target customers using a set of primary
criteria. Particularly, criteria is applied to the master data-
base of target customers using a waterfall process, in which
each criterion is applied individually and successively to the
master database. Those customers who do not satisfy that
particular criterion are removed from consideration for the
particular campaign. Thus, a first criterion is applied and
customers are excluded. A second criterion is applied and
additional customers are excluded. Then a third criterion is
applied and further customers are excluded, continuing with
the application of criterion until the lender has applied all the
primary criteria for a particular campaign. Those customers
on the master database that meet each of these primary
criteria are placed into a target group or list of customers.
While a waterfall process is illustrated, it is understood that
any method of filtering the list of customers would be
acceptable for purposes of the present invention, so long as
the resultant group of target customers satisfies the lender’s
criteria for a particular campaign.

[0077] The filters, or primary criteria, are established by
the lender for a particular campaign or offer to determine
which potential customers qualify to receive the offer. The
customer’s financial history, personal history, and other
factors are compared to these filters to determine a custom-
er’s eligibility for a particutar offer to refinance. Examples of
filters, or primary criteria, include, but are not limited to:
whether the customer has filed for bankruptcy; whether the
customer has a current morigage and the age of that par-
ticular mortgage; the number of years that the customer has
existed in the lender’s mortgage system; and whether the
customer has been delinquent in any payments on a particu-
lar mortgage or other loan payments. The preferred embodi-
ment of the present invention applies some criteria similar to
those criteria used to prescreen customers during accelerated
approval methods. However, the preferred embodiment also,
to the extent provided by law, applies additional criteria that
allow the lender to provide an offer with specific terms to the
customer. These additional criteria include, but are not
limited to: a principal balance above a certain amount; the
property type, such as a church, second home, or investment
property; whether the current loan is a sub-prime loam;
whether any prepayment penalties exist on the existing loan;
when the next payment on the existing loan is due; the age
of the loan, particularly whether the Joan is too old or too
young for the lender’s purposes; whether the loan has an
irregular term length; the type of loan, such as an ARM loan,
balloon loan, or buydown loan; whether the existing loan is
on a second home; whether the property is an investment
property, a condominium, & town home, or a multi-family
dwelling; whether the property is not occupied by the owner;
the state in which the property exists; a monthly savings to
the customer above a certain amount; whether an appraised
value exists for the property and the amount of that
appraiscd value; whether morigage insurance exists for the
property; a loanto-value ratio above a certain amount,
whether the new payment for the refinanced loan would
require mortgage insurance; whether the asset value is
within certain limits; and whether the customer has bad
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credit. Furthermore, contrary to accelerated processes that
use pre-screening, the use of the monthly savings to the
customer as a criterion additionally requires the lender to
provide an interest rate and price adjustments for the par-
ticular loan to be offered to the customer to determine the
moathly savings.

{0078] Most states have differing requirements for obtain-
ing rcfinancing of a mortgage loan. For cxample, in different
states different disclosure requirements exist, as well as
different lending restrictions such as: regulations on high
cost loans impacting a lender’s ability to provide refinanc-
ing; state laws regulating cash out refinancing; limitations on
refinancing loaps that are less than twenty-four months old;
differing provisions for title insurance; attorney review of
documents; and face-to-face closings. The examples listed
merely represent possible differences in state requirements
and are not meant to be an exhanstive list. It is understood
that the present invention contemplates variations in such
state requirements. It is also contemplated that the offers to
refinance, closing packages, and resulting morigage loans of
the present invention can be tailored to meet such differing
requirements.

[0079] In the preferred embodiment, after preparing the
target list of customers by filtering the master database of
target customers with the first set of criteria, the interest rate
to be applied to the resulting mortgage loan and the Iruth-
in-Lending data are calculated for the individual customer
offers. This information is then appended to these offers.

[0080] Subsequently, at least one credit burcau is con-
tacted and a credit score for each individual customer in the
target group of customers is obtained to be used for further
filtering of the target group. A credit score that must be
above a certain limit is applied as a filter. In a preferred
embodiment, credit scores from more than one credit bureau
are combined to generate a single credit score for a particular
customer to be used as a filter. Preferably, a tri-bureau credit
report and credit score is obtained for each customer. In
addition to contacting a credit bureau, a vendor is also
contacted to obtain & flood certification for the property
involved. An evaluation is also made of the most recent paid
in full customer information, such as loans that have been
paid off, and pipeline customer information, such as loan
applications in process that have not yet closed. Further-
more, escrow account balances are evalnated for flood and
insurance purposes. Each of these additional steps result in
further information or criteria to be used in filtering the
target group of customers.

[0081] Particularly, after the first set of exclusions based
on the primary criteria occurs, the lender performs a further
evaluation of the customer and loan information for each
customer in the target group of cusiomers for a particular
campaign. The lender reviews and evaluates the information
obtained regarding the customer, or to be provided to the
customer, to cosure the information is valid and acceptable
for the lender’s purposes. In the preferred embodiment, an
evaluation of the offers and associated information is per-
formed by computer analysis of the criteria, information,
and documents. A subsequent manual review is performed
when deficiencies are noted by the computer. Specificaily,
the lender implements a software program on a program-
mable computer that compates a second set of criteria as
filters to the target list of customers to further narrow the
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group of customers who are eligible to receive the offer. The
second set of criteria includes, but is not limited to: credit
scores above a certain level; flood determinations for the
properties involved; whether there is a lack of any address
listed for a particular mortgage loan record; any escrow
criteria; and any other relevant determinations or data prob-
lems. The customers in the target group that do not satisfy
these additional criteria are not provided an offer to refinance
a mortgage loan. Accordingly, the customers in the target
group that remain after applying the second sct of criteria are
provided an offer to refinance.

[0082] These same steps and filters are applied to each
customer in the master database for 2 particular campaign,
ultimately resulting in a reduced group of target customers
who meet each criterion and are therefore eligible, or
pre-approved, to receive the offer to refinance from the
lender. It is contemplated that any criterion that would aid
the lender in determining whether to provide a customer an
offer would be acceptable for purposes of the present inven-
tion. Furthermore, the primary and secondary criteria, or any
combination of criteria, could be applied in a single step to
result in a target list of customers, or alternatively, no criteria
could be applied to select customers. The result of filtering
these customers with the specific criteria is that a list of
customers who are pre-approved for refinancing of a mort-
gage loan is created for the lender. Therefore, the lender can
pro-actively offer these customers a loan. Creating an offer
from the lender’s own criteria in this manner creates an
internal confidence level for the lender, in addition to
satisfying the concerns of the lender’s investors.

[0083] As shown in FIG. 1, once the target group of
pre-approved customers is developed and evaluated, the
information obtained is provided to an origination database.
Subsequently, offer files are prepared for the target group of
customers. An offer file is a file containing all of the relevant
information related to cach offer for each customer. Based
on the customer and loan information obtained by preparing
the target list of customers, a price for each mortgage loan,
which includes the costs of origination and associated fees,
is prepared by the fender. The mortigage loan price is then
supplied to the offer file.

[0084] The requisite legal disclosure information is also
supplied to the offer file. These legal disclosures include
Truth-in-Lending information and Good Faith Estimate
data. A flood determination, escrow information, and a
parcel number are also added to the offer file. The offer files
are then reviewed in a quality control management system to
ensure that the information and disclosures provided are
correct. An offer letter is subsequently produced for each
customer containing an offer based on information from the
offer file. The offer letter is then sent to the customer. In the
preferred cmbodiment, a third party vendor produccs and
mails these letters to the customer. However, it is contem-
plated that the lender may prepare and send these offer
letters itself.

[0085] Offer leiters of the preferred embodiment contain
materials setting forth the terms of the refinanced mortgage
loan, materials providing all required pre-acceptance disclo-
sures, and instructions describing how the customer may
accept the offer. Specifically, the materials setting forth the
terms of the new mortgage loan may provide, but are not
limited to, a morigage term length, an interest rate, a
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mortgage loan amount, and a monthly payment amount.
Examples of pre-acceptance disclosures provided in the
offer letter inchude the Good Faith Estimate (FIG. 20) and
Truth-in-Lending disclosures (FIG. 24). Additional pre-
acceptance disclosures are also provided in the offer letter,
such as: a comparison of the existing mortgage loan and the
new loan offered, including specific amounts and terms, as
well as the benefit of the new loan to the customer; instruc-
tions for the customer to follow to accept the offer; a guide
for whether the customer should in fact accept the offer;
commion questions and answers regarding the offer to refi-
nance; a servicing disclosure statement (FIG. 22), staling
that the lender has the right to transfer the servicing of the
mortgage loan to another party; the lender’s affiliated busi-
ness arrangement disclosure (FIG. 21); federally required
disclosures; state specific disclosures, such as the customer’s
right to select a title insurance company, a notice that the
lender is not acting as the customer’s agent, or an anti-
coercion notice; and other disclosures, including, but not
limited to, bow the customer’s credit score is obtained. It is
contemplated that one or more of these documents and
disclosures may also, or altematively, be incorporated into
the closing package of the present invention. The instruc-
tions incladed in the offer letter provide the steps or process
necessary for the customer to complete in order 10 accept the
offer, including, but aot limited to, how and when to contact
the lender to accept the offer, and the information to be
provided to the lender. The offer letter also requests a
response by a certain date, provides, in some states, that the
mortgage recording taxes will be paid by the lender, and
provides an indication that a mortgage payment may be
skipped. It is contemplated that these disclosures and the
content of the offer letter will vary from state to state and can
be tailored to a particular state, as well as the particular
campaign offered by the leader. It is also contemplated that
an untimited response time may be provided. One of ordi-
nary skill in the art would further understand that additional
disclosures may be added, or disclosures may be removed
from the list of examples presented without departing from
the overall scope of the present invention.

[0086] The detailed offer letter allows for a streamlined
closing. Particularly, the offer letter provides a unique pre-
sentation of documents and disclosures that sets up for a
time compressed refinancing process and a reduced closing
package. The customer only needs to contact the lender to
accept the offer provided and complete a brief interview with
the lender for the lender to send the customer a closing
package to be executed by the customer. Furthermore,
considering most of the information needed for the customer
and the lender to proceed to closing is included in the offer
letter, no commitment letter needs to be prepared or sent by
the lender to the customer. Likewise, the customer is pro-
vided the specific mortgage amount and specific mortgage
terms in the offer. Therefore, there is no need for the
customer to provide further information or to prepare an
application to determine the terms of any refinancing.

[0087] Prior to sending offer letiers to the customers, the
lender evaluates the information contained therein to ensure
that proper legal and vesting language has been used in each
offer letter. Proper legal language may include the appro-
priate property description or tax identification number.
Proper vesting language may include the appropriate name
and relationship of the customiers to be provided the offer.
When the lender is satisfied that the offer letters are valid, the
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offer letters are sent to the customers on the target list who
meet all of the criteria for the campaign. The pre-approved
customers on the target list are solicited by the lender, who
sends an offer letter to each of these customers. In the
preferred embodiment, the offer is sent by mail. However, it
is contemplated that the offer may be sent by electronic
means, such as by email or the Internet, seat by telephone,
sent by courier, or delivered by hand. It is understood that
the offer may be sent in any form that communicates the
offer to the customer without departing from the overall
scope of the present invention.

[0088] Contrary to current refinancing processes, all the
underwriting steps (i.c., the filtering and evaluation of the
customers) are performed by the lender prior to sending the
offer to the customer. Therefore, the customer typically has
not yet had any contact with, or approached the lender
regarding the offer prior to the lender’s preparation of an
offer with specific mortgage loan terms. In one embodiment
of the present invention, customers are notified of the
coming offer prior to the offer being sent to the customer.
Specifically, after pre-approval is completed, the origination
database may trigger a voicemail system that sends a mes-
sage to the customers in the target group to notify these
customers of the coming offer. The voicemail system also
notifies these customers one week after the offers have been
sent. Alternatively, it is contemplated that notification may
be sent verbally, such as by an individual representative
contacting the customer by telephone, sent by mail, or sent
by electronic means, such as by email or Internet message.

[0089] The offcr files arc also wsed by the lender to
perform initial hedging of the risks associated with each
potential mortgage loan. Specifically, initial hedging
involves the hedging of any potential financial risk to the
lender in the market based on the interest rate associated
with these offers, such as a change in interest rate after a
particular rate has been set and offered to a customer. The
process of the preferred embodiment allows for a shorter
hedge period than current refinancing processes. While
current processes typically include a sixty or ninety day
interest rate lock that the lender must hedge against, because
of the streamlined features of the preferred embodiment, the
present invention provides for a thirty or forty-five day
interest rate lock, and therefore, a shorter hedging period
than current methods. It is to be understood by ome of
ordinary skill in the art that the specific hedging time period
is not meant to be limited to the listed range, and that any
time period shorter than current methods would be accept-
able for purposes of hedging intercst rate risk for the present
invention.

[0090] The offer files are also used by the lender for
purposes of handling inbound communications from cus-
tomers who reecive these offers. Particularly, data relating to
the individual customer offers is provided to a call center to
assist the call center in providing individual service to the
customer. )

[0091] As can be seen from a comparison of ¥1G. 82 and
FIG. 8b, while one embodiment of the present invention
provides that the offer is sent to the customer, a different
situation arises when the customer approaches the leader to
request refinancing of a mortgage loan. In this situation, the
customer is typically a pre-screened customer, as described
hereinabove, who is seeking refinancing. However, any
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customer that approaches the lender may be acceptable for
purposes of the present invention. The pre-screened cus-
tomer approaches the lender, often in person, and requests
refinancing. In response, the lender may provide a verbal or
written offer to the customer at the time of the request, or at
a later date if appropriate. The offer, as discussed herein,
provides materials setting forth the terms of the refinanced
mortgage loan, materials providing all required pre-accep-
tance disclosures, and instructions describing how the cus-
tomer may accept the offer. The customer may simply accept
or decline the offer. If the customer accepis the offer, by any
means of communicating the acceptance of the offer, the
process proceeds as if the offer was sent to the customer and
accepted. Thus, the pre-approved customer may obtain the
benefits of the present invention on demand in addition to by
solicitation of the customer.

[0092] In the preferred embodiment, after the offer is
provided to the customer, loan information for each cus-
tomer is transferred from the origination database to the
campaign database which manages information associated
with a particular campaign (FIG. 2). The campaign database
contains an updateable campaign file. The campaign file
stores closing, rescission, and expiration dates for each
campaign. These dates are used on documents prepared
during the refinancing process and to establish closing,
rescission, and expiration dates for individual loans. After
the loan information is transferred to the campaign database,
the campaign database supplies the loan information to an
order entry system to prepare for receipt of a communication
from the customer.

[0093] The offer of the preferred embodiment is presented
by the lender to the customer for a limited period of time. In
other words, the customer must notify the lender of the
customer’s acceptance of the offer by a certain date. After
the specified date, the offer expires and the lender may not
be able to refinance the customer’s mortgage with the same
terms as presented in the offer. The time period for accep-
tance will vary depending on the particular campaign estab-
lished by the lender. It is also foresecable that an offer could
be presented to a customer that does not need to be accepted
within a limited timeframe.

[0094] The process of refinancing a mortgage loan of the
present invention continues when the customer accepts the
offer to refinance within the specified time provided for
acceptance. FIG. 2 shows the process whereby the lender
receives 2 commumnication from a customer accepting the
offer and the comesponding processing of the acceptance
that is performed by the lender. Customers, upon receipt of
the offer letter, respond by communicating to the lender an
indication of acceptance or refusal of the offer. The com-
munication from the customer to the lender of the preferred
embodiment is by tclephonc or Internct. However, onc of |
skill in the art would understand that any form of commu-
nication that would communicate or indicate the acceptance
of the offer would be acceptable for the purposes of the
present invention.

[0095] When the customer contacts the lender to accept
the offer, a call center receives this communication from the
customer. The call center of the prefesred embodiment is an
individual representative of the lender responding to tele-
phone calls or an Internet site. Alternatively, the call center
may be a telephone automated voice response system, or
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electronic means, such as email or an Intranet site. Addi-
tionally, the call center may be an individual representative
of the lender who meets in person with customers. In one
embodiment of the present invention, an individual repre-
sentative of the lender receives a communication from the
customer and is assisted by a programmable computer
implementing a software program in carrying on a dialogue
regarding the offer provided to the customer. Particularly,
the computer software provides the call center representative
questions for the customer and answers to the questions
presented by the customer. The call center is alse contem-
plated, in one embodiment, (o change the terms of a mori-
gage loan offer during the communication with the cus-
tomer, including, but not limited to, negotiating interest rates
with the customer for a particular mortgage joan offer, and
offering alternate term mortgage lengths to the customer, in
which case, the offer letters associated with such offers
providing for different term options and interest rates would
be modified to include additional disclosures, such as, two or
more Good Faith Estimates (FIG. 20) and Truth-in-Lending
disclosures (FIG. 24).

[0096] If the customer accepts the offer to refinance a
mortgage loan, an order based on this communication is
entered in the order entry system for the particular mortgage
loan offer. The order entry system of the preferred embedi-
ment is a software program implemented by a program-
mable computer that provides fields for the entry of specific
information provided by the customer. Particularly, when the
call center receives the customer’s communication, the call
center utilizes the order entry system to collect information
provided by the customer. The order cntry system of the
preferred embodiment is a means by which the lender
creates a record of the customer’s acceptance of the offer and
obtains further information from the customer regarding
both the customer and the particular mortgage loan. The
order entry system is an electronic medium, including, but
not limited to, a computer sofiware program, or an Internet
program that is completed by the customer. However, a
printed document to be completed by an individual lender or
call center representative during the lender’s communication
with the customer with information provided by the cus-
tomer may also be used without departing from the scope of
the present invention. Ii is also contemplated that this order
entry system may be completed by the individual customer
by him or herself, or altematively, with the assistance of a
call center representative.

[0097] The order entry sysiem confinms that an offer to
refinance a mortgage loan has been made 1o the customer
and the customer’s acceptance thereof. Because the cus-
tomer provides a verbal or written acceptance or acknowl-
edgement of the questions and information accompanying
the offer and the order entry system, no loan application
needs t0 be completed by the customer. When a customer
contacts the lender’s call center to accept an offer to refi-
nance a mortgage loan, the call center enters a customer
number and a loan number associated with a particular offer
into the order entry system. The order entry system, in
return, provides the call center with the customer’s current
loan information, and information corresponding to the new
loan that would be created upon the customer’s acceptance
of the offer to refinance. The order entry system provides
information to the call center to answer questions posed by
the customer, as well as a series of questions to obtain
additional customer declarations. These declarations are
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obtained from the customer, in addition to any co-borrowers.
In the preferred embodiment, the series of questions is used
to obtain customer declarations, including, but not limited
to: outstanding judgments; a prior declaration of bankruptcy;
whether the customer is a party in a foreclosure action or a
party in a lawsuit; whether the customer has been delinquent
on a loan; whether alimony, child support, or separate
maintenance payments are required of the customer;
whether the customer is a co-signer on a note; the citizenship
of the customer; whether the property is a primary residence
or a second home; whether the property is for investment or
rental; the monthly income of the cuslomer; the customer’s
birth date; and the customer’s marital status. Turther infor-
mation is also obtained from the customer relating to the
personal history of the customer and the particular mortgage
loan and property involved in the refinancing process. The
information collected from the order entry system also
includes data required for compliance with industry regula-
tions, such as the lender’s duty to collect optional fair
lending information involving race and gender from the
customer. Further examples of information obtained from
the customer are: a determination of whether the relationship
between spouses or co-owners of a property is listed cor-
rectly in the documents; whether a customer’s status has
changed; or whether the current financial information used
to establish the offer is correct. The order entry system
instructs the call center to verify the customer’s personal
information, including full name, social security number,
any change of ownership interest, mailing address, and
phone number. It is noted that one of ordinary skill in the art
would understand that any question pertinent to evaluating
an individual customer for a lender’s purposes could be
asked as part of the order entry system. The answers 10 these
questions are used to evaluate whether the lender is still able
to provide the refinancing offered to the customer. Offer
accepted files are then prepared with the information col-
lected from the customer. These offer accepted files are
compared to the master database for errors.

[0098] Once the lender confirms that the customer’s infor-
mation is correct, in the preferred embodiment, the lender
provides the customer with a confirmation number. This
confirmation number is necessary for the customer to com-
plete the method of refinancing a mortgage loan. The
confirmation number will be requested as part of any further
customer initiated contacts 1o validate the customer.

[0099] It is contemplated that a customer may be denicd
refinancing based on the evalation of the customer’s
responses obtained by the order entry system, such as when
the ownership of the property is listed incorrectly in the
original offer. Alternatively, a customer may choose not to
accept an offer, and instead may request a different mortgage
loan arrangement from the lender. When a customer is
incligible for an offer in the preferred embodiment, or
chooses not to accept a particular offer, the customer is
referred 1o a telephone sales unit. This sales unit provides
alternative choices to the customer, such as a loan more
suited to the customer’s particular situation. Furthermore, if
the customer calls and then chooses not to accept a particular
offer, government required documents are completed to
explain why the customer terminated or rejected the offer.

[0100] As scen in FIG. 2, when the mortgage loan is
accepted and the necessary information is entered into the
order entry system, the loan information in the accepted
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offer file is transferred back to the campaign database, which
tracks the accepted offers and relevant information related to
each accepted offer. The accepted offer files are also supplied
to a title vendor to inform the title vendor of those individu-
als who have accepted the lender’s offer. The title vendor
insures the property against prior claims of ownership. The
preferred embodiment of the present invention does not
involve obtaining traditional title commitments and title
policies subsequent to closing. Instead, a master policy with
certificates is obtained by the lender from the title vendor.
Furthermore, considering the preferred embodiment pro-
vides a method of refinancing a morigage loan, a previous
title scarch has already been performed for the first mortgage
on the property for each customer. Therefore, the title vendor
may or may not perform a title search and does not supply
the lender a title search, but instead simply notifies the
lender of a list of new mortgages to insure. For this list of
new customers, the title vendor verifies vesting and credit
information. It is noted that due to certain state requirements
or particular lender campaigus, alternative embodiments
may be used that include title search and insurance services,
including title commitments. Furthermore, the title vendor
of the preferred embodiment insures the refinanced mort-
gages as first morigages using negotiated processes such as
processes for obtaining subordination agreements for amy
mortgages using the same lender for the second time to
refinance.

[0101] 1t is also noted that during traditional processes, the
lender typically attaches a legal description of the property
to the mortgage documents. However, in the preferred
embodiment, the title vendor attaches the legal description
of the property to the mortgage documents based on the tax
parcel identification numbers the lender supplies, reducing
the lenders overall time and expense.

[0102] As shown in FIG. 3, after the title vendor is
provided the accepted offer files, the loan information gen-
erated from the order entry system and accepted offer files
is transferred into the lender’s loan information system and
a unique identification is assigned to the file for purposes of
tracking this file through the process of obtaining refinanc-
ing of a mortgage loan.

[0103] The information in the Ioan information system
may then be transferred to the lender’s risk management
system. The risk management system hedges the accepted
offers against the risk of interest rate fluctuation to the
lender. Furthermore, the information from the loan informa-
tion system is used to determine the number of customers
and loans affected, as well s the overall unpaid balance
associated with the mortgage loans offered to each customer
in order to forecast the financing needed to pay off the
existing mortgage loans and the funding that will be nceded
to support the ncw loans.

(0104] In addition to the lender’s risk management, FIG.
3 represents the process of fulfillment of refinanced mort-
gage loans offered to pre-approved customers. Fulfiliment
involves the preparation of closing packages to be sent io the
customers. Specifically, the documents to be completed and
executed by the customer for completion of the mortgage
loan agreement must be collected and prepared by the
lender. In the preferred embodiment, the documents
included in the closing package are reduced significantly
from those provided in current closings. Particularly, with-
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out altering legal requirements and other protections, the
documents are reduced in number. The closing package of
the preferred embodiment also inchides a detailed descrip-
tion of the process and procedures necessary for filling out
and execating the documents contained in the closing pack-
age, instructions for a notary, as well as a retumn-addressed
envelope (sce generally FIGS. 9 through 24). The format
and instructions of the closing package provide specific
guidance to the customer to ease the customer’s burden in
completing and executing the closing documents. Further-
more, comtrary to traditional closings, no records are
requesied from the customer to complete the closing pack-

age.

[0105] Referring to FIGS. 9 & 10, the closing package
100 of the preferred embodiment comprises a bound set of
documents, namely, a closing workbook 100. It is noted that
the specific reference numerals disclosed herein refer spe-
cifically to the embodiments disclosed in FIGS. 9 & 10 to
assist in the detailed discussion of the closing package, while
prior and subscquent refercnces to these items refer gener-
ally to these closing packages and documcnts as they arc
used with the method of refinancing a mortgage loan of the
present invention. The binder 104 used to bind the set of
documents 102 can be any conventional means used to bind
loose pieces of paper or docwments, incliding but not
limited to, siaples, achesive, ring, or spiral binding. Further-
more, the binder 104 can be located anywhere on the closing
package workbook 100 without departing from the scope of
the invention, so long as such binding does not interfere with
the text of the attached documents 102. As bound docu-
ments, the likelihood the documents will be missed or lost
during the process of executing the documents, or returning
the documents to the lender, or during processing of the
documents by the lender is significantly diminished. A cover
106 is also provided as the first bound article for protection
of the documents 102 in the closing package 100. The cover
106 also identifies the package of documents, provides an
esthetically pleasing appearance, and identifies the specific
customer for whom the closing package 100 was created.
Furthermore, a processing notation 108 is provided on the
closing package workbook 100, and specifically on the
cover 106, as well as on one or more of the closing package
documents 102, 110, to altow for easy scanning and tracking
of each closing package workbook 100 and closing docu-
ment 110 by the lender. The processing notation is associ-
ated or linked with a specific customer’s information, so that
cach cuslomer’s closing package 100 and documenis 102
can be located and tracked in the lender’s systems. Prefer-
ably, the processing notation is a bar code 108 attached to the
closing package workbook 100 or closing package docu-
ments 102, 110. The bar code 108 may also be scanned, and
allows the lender to quickly determine whether closing
documents or closing packages are missing. The bar code
108 also increases the rate of processing for the lender.
While a bar code 108 is illustrated, it is further contemplated
that other means of marking or tracking these documents
would be acceptable for purposes of the present invention.
Perforations 112 provided across a portion of the closing
documents further increase the rate of processing by allow-
ing the lender to easily remove the closing documents from
the closing package workbook. However, any means of
making a document 110 easily removable from the binder
104 would be acceptable for purposes of the present inven-
tion.
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[0106] As specifically shown in FIG. 10, the documents
102, 110 of the closing package 100 are accessed by opening
the cover 106. FIG. 10 shows the general format of a closing
package document 110 attached within the closing package
100. Each document 110 within the closing package 100
contains means to remove the document 112 from the
closing package 100, such as a perforation. Each document
also contains text 114, which will be described in more detail
herein and shown in FIGS. 11 through 24. Generally, the
text 114 is an instruction, a checklist, a note, a mortgage, a
rider, an acknowledgment, an agreement, or a disclosure.
Furthermore, one or more of these documents 110 contain a
processing notation 108 to record and track the specific
document in the lender’s systems.

[0107] FIGS. 11 through 24 show the various documents
that are incorporated into the text of the closing package
100. The closing package of the preferred embodiment, in
particular, the set of closing package documents 102 and
accompanying text 114, provides a set of instructions for the
customer’s assistance in completing and ¢xecuting the clos-
ing package documents 110 without the aid of a lender
representative. The instructions provide a detailed descrip-
tion of the process and procedures necessary to complete the
closing package 100 and to fill out and execute the closing
documents 110 contained in the closing package 100. A
checKlist (FIG. 12) accompanies these instructions to ensure
that the customer has performed each step that is required to
complete the closing package 100. Instructions to a notary
(FIG. 13) are further provided in the closing package 100 of
the preferred embodiment. Likewise, 2 list of frequently
asked questions (FIG. 19) is provided to preempt amy
concerns the customer may have. Furthermore, a note
(FIGS. 142 through 14d), a mortgage or deed of trust
(FIGS. 154 through 15p), and, in some situations, a rider are
provided in the closing package 100. An acknowledgement
of the receipt and notice of the right to cancel (FIGS. 17«
through 17¢) and the borrower’s title affidavit (FIGS. 184
through 18d), in which the customer swears that the cus-
tomer has proper title to the property of interest, are also
included in the closing package 100. In addition, a document
110 is included in the closing package 100 that contains a
variety of business acknowledgements, agreements, and
disclosures covering multiple state and federal disclosure
requirements (FIGS. 16z through 16f). Essentially, this
dovument 110 provides a description of the customer’s
rights and requirements during a mortgage transaction. The
customer’s signature on this document 110 acknowledges
that the customer has received the state and federally
required disclosures. A Uniform Settlement Statement
(FIGS. 232 & 23b) may alsa be incorporated into the
closing package of the present invention. In the preferred
embodiment of the present invention, the closing package
100 sent to the customer contains two sets of documents 102
or workbooks 100, One set of documents is for the customer
to retain for the customer’s records. The other set of docu-
ments is to be returned to the lender. These workbooks may
have duplicate copies of the documents 102, 110, or may
contain a document 110 that is not contained in the other
workbook 100. The specific documents 10 that are inchuded
in each closing package workbook 100 is dependent upon
the lender’s purposes with respect to the particular campaign
and the relevant legal requirements. In addition to the two
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sets of documents, a return-addressed envelope is provided,
so the customer may return one set of documents to the
lender.

[0108] It is contemplated that an electronic form of the
closing package 100 may be used. It is also contemplated
that other documents, matcrials, or disclosurcs, or additional
documents, materials, or disclosures may be included in the
closing package 100 without departing from the overall
scope of the invention.

[0109] In ope embodiment, closing packages 100 are
lailored to meet particular laws, requirements, and disclo-
sures of different geographic states, as well as federal
requirements. Jt is understood that most siates have specific
closing requirements. These different closing requirements
will not change the overall result of the method of refinanc-
ing a mortgage loan of the present invention. Examples of
such variations in state closing practices inchude, but are not
limited to, requiring the physical presence of an attorey at
the closing, requiring attorney review of the closing docu-
ments, and a mortgage tax. In the preferred embodiment, due
to the different closing requirements that exist, closing
packages 100 are prepared with the relevant documents and
disclosures for the particular state involved in the refinanc-
ing process. Also included in the closing package 100 to
accommodate the variations in state laws, is the document
containing multiple acknowledgements, agreements, and
disclosures to cover a wide variety of state laws and require-
ments, as well as federal requirements (FIGS. 164 through
160). An automated process such as a programmable com-
puter that implements a software program accesses and
reviews databases or stores of information containing state
and federal requircments, and uses this information to
assemble a closing package 100 with the necessary docu-
ments and disclosures to tailor the closing package 100 to
meet the laws and requirements of that particular state. It is
contemplated that other means of assembling the closing
package 100 could be used, such as manual assembly of the
elosing packages, without departing from the overall scope
of the invention.

[0110] The closing packages 100 of the preferred embodi-
ment, therefore, provide a closing that is presented in a form
that is easy for the customer to complete and may be
completed in a short period of time. The closing packages
100 also provide for accelerated processing by the lender.
Furthermore, as the closing packages 100 are sent to the
customers and can be returned to the lender in the same
manner, no meetings are required. As a result, the closing
process is significantly reduced in time, effort, and expense
for both the customers and the lender.

[0111] Typically, closing costs associated with refinancing
a mortgage loan include multiple costs and fees, such as
interest rate charges, origination fees, morigage insurance,
title insurance, escrow reserves, hazard insurance, discount
points, and miscellaneous other charges. The preferred
embodiment of the present invention, however, contains no
closing costs paid by the customer.

[0112] FIG. 3 shows the preparation of the closing pack-
ages by the lender. Loan information from the loan infor-
mation system is used to generate closing packages to be
printed and sent to customers. It is contemplated that the
closing package may also be assembled manually. The
closing packages are reviewed for errors. As nop-limiting
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examples, an error may be discovered in the legal vesting
language, or an error may be an incorrect address on an
envelope. If no error is detected, the closing package is
printed and sent to a customer who has accepted the offer to
refinance. In the preferred embodiment, the documents are
printed and sent in a batch by a third party. Alternatively, if
an error is detected, the error is corrected and the closing
package is sent directly to the customer from the lender
following the cormrection. The closing package, in the pre-
ferred embodiment, is provided to the customer by means of
overnight delivery to the customer. Alternatively, it is con-
templated that any form of delivery is acoeptable for pur-
poses of the present invention, including but not limited to,
regular mail, courier, electronic means, such as email or
Internet processes, or hand detivery.

[0113] Following the delivery of the closing package to
the customer, the customer completes and executes the
appropriate documents contained therein, including any
necessary notarization. The customer then returns the lend-
er’s copy of the closing package to the lender. The closing
package may be returned to the lender in any manner that
provides the lender with the executed closing package
documents, including, but not limited to, regular mail,
courier, electronic means, such as email or Internet pro-
cesses, or hand delivery. In the preferred embodiment of the
present invention, the customer is provided a retarn
addressed overnight envelope in the closing package.
Regardless of whether the envelope is included, the cus-
tomer preferably returns the executed closing documents by
overnight delivery. The customer is typically provided a
limited amount of time in which to complete and return the
closing package documents. When a customer does not
return the closing package documents, the lender may con-
tact the customer. It is contemplated, however, that an
unlimited time may be given to the customer to complete
and return the closing package without departing from the
scope of the invention.

[0114] Before processing of the closing package docu-
ments that are returned from the customer, but after confir-
mation of the customer’s acceptance of an offer to refinance
a mortgage loan, the information from the order entry
system is transferred to a processing system (FIG. 4). This
processing system is used for receipt and processing, or
auditing, of the completed closing package workbooks and
closing documents returned by the customers. During a
traditional method of refinancing a mortgage loan, the
closing documents are received by the lender for processing
at the completion of the closing. In the present invention,
completed closing documents are received for processing
before the closing process is considered completed. There-
fore, the processing system of the preferred embodiment is
also provided, in part, to track the completed closing pack-
ages and documents in the lender’s systems.

[0115] When the closing packages are completed by the
customers and returned to the lender, the closing packages
are evaluated by the lender. In the preferred embodiment, the
Iender uses the processing system to evaluate these packages
(FIG. 4). The processing system of the preferred embodi-
ment is an automated program, such as an electronic pro-
cessing system controlled by a software program connected
to a programmable computer. Ilowever, it is contemplated
that alternative processing systems are capable of being used
with the present invention, such as, but not limited to, an
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individual representative receiving and processing the clos-
ing packages, or a computer software program for use in
assisting the receipt and processing of the closing packages.
It is also contemplated that an Internet process may be used
to receive and process closing packages. The processing
system of the preferred embodiment involves the scanning
and recordal of the processing notation attached to the
closing package workbooks and closing documents to note
in the processing system receipt of the closing packages and
documents. The processing system, therefore, allows the
lender to track these closing packages and closing docu-
ments throughout the lender’s systems. Once (he lender
notes that the completed closing package has been received,
the customer’s status is updated to order received status in
the processing system, indicating that the closing documents
have been received. The closing package is then reviewed
for errors.

[0116] To evaluate the closing packages for errors, the
processing system compares at least one criterion to the
closing package workbook and closing documents received
from the customer, but may alternatively compare multiple
criteria. In the preferred embodiment, multiple criteria are
compared to the closing package workbook to evaluate the
completeness and correctness of the docvments contained
therein. As will be discussed 1n more detail herein, these
criteria generally include, but are not limited to, the correct
number of documents, the appropriate documents, and the
correct signatures. If an error is detected, the customer is
contacted and the documents are recreated and sent to the
customer for completion.

[0117] Processing of the closing documents of the present
invention is assisted by electronic document imaging. Par-
ticularly, handheld scanners are use to extract data from the
returned completed closing package. The closing package is
then imaged and made available for later retrieval or refer-
ence. The electronic document imaging may detect an ecror
in a document, such as a document that is pot completed
correctly, in which case, the document imager notes the error
and alerts the lender. Subsequently, a manual review of the
document is performed to determine the error and the steps
that must be taken to correct the error. Often times, when an
ervor is detected, the document, or 2 new document, is sent
1o the customer for correction. Aliernatively, processing may
occur by a manual review of the documents. Contrary to
current processes, in the preferred embodiment, document
imaging occurs prior to the steps of payoff and funding of
the mortgage loan.

[0118] The processing system of the preferred embodi-
ment comprises loan verification, image verification, excep-
tion verification, and document verification. Loan verifica-
tion involves reviewing the loan to ensure that the correct
terms were provided. Image verification includes verifying
whether the correct documents were correctly scanned into
a compuier. Exception verification involves noting excep-
tions or problems with the loan information, the images, or
the documents. Document verification involves noting the
documents that were received with the closing package,
including but not limited to, the varous disclosvres, an
escrow option form, the mortgagor’s title affidavit, the note,
the rider, the right of rescission, and the unrecorded mort-
gage or deed of trust.

[0119] For each document and closing package, a list of
criteria is compared to each respective document and closing
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package to validate the documents and closing packages.
These criteria include, for example: whether the note is
missing; whether the property address, loan amount, interest
rate, or maturity date are blank; whether the contents or
dates have been altered or changed in any way, or whether
there is white out on the form; whether signatures are
missing; whether any pages are missing; whether the printed
signatures match the signature line; whether the rider box
was checked; whether the legal description is missing;
whether a notary has notarized correctly; whether any liens
were listed; and whether an escrow option was chosen. It is
understood that any criterion may be applied 10 any docu-
ment that ensures that the document is acceptable for the
lender’s purposes. These criteria, in on¢ embodiment, are
combined with digital images of the documents so that a
lender representative can evaluate the documents and com-
plete the processing of the closing package.

[0120] At the completion of processing of the closing
package, any additional loan information generated during
this process is sent to the loan information system. The loan
documents are sent to a custodian. Particularly, in the
preferred embodiment, the closing documents are delivered
to the custodian prior to payoff of the existing mortgage loan
and funding of the new morigage loan.

[0121] The normal post-closing workflow processing of a
refinanced mortgage loan associated with current processes
of obtaining refinancing is also suppressed in the preferred
embodiment because the mortgage loan has not been gen-
erated in the typical or traditional fashion, although it is
contemplated that the traditional workflow processing may
be used.

[0122] As shown in FIGS. 5 & 6, after approval of the
documents, the processing system assists the seitlement and
payoff of the existing mortgage loan. The processing system
also assists the funding of a new mortgage loan and provides
information regarding the new mortgage loan to the loan
information system. Particularly, after the processing and
approval of the closing package, clearance and funding files
are prepared. Clearance files are files that contain all the
information and documents necessary for settlement and
payoff of the existing mortgage loans. Funding files are files
that contain all of the information and documents necessary
for funding of a new mortgage loan.

[0123] During settlement, the clearance program notifies
the lender that funds must be dispersed to pay off the
existing mortgage loan held by the customer. Loan infor-
mation from the clearance file is used to manage the dis-
bursement of funds for purposes of paying off an existing
mortgage loan. The payoff amount is held in the clearance
file until disbursement. In the preferred embodiment, the
payoff amounts for more than one¢ customer are held in a
batch until a payoff date. The payoff date is the date on
which the lender transfers funds or records the payoff of an
existing mortgage loan in its records.

[0124] Payoff amounts are compared to the amount that is
owed for each loan. Shortages or differences between the
payoff amount and the actual amount duc on the existing
mortgage loan arc noted, and appropriatc steps arc then
taken, such as collection or refund, to correct the noted
deficiencies. Subsequently, the existing mortgage loan is
paid off on the payoff date.

[0125] Once the loan is paid off, the payoff is noted in the
master database and a custodian is notified of this payoff.
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Furthermore, the necessary steps are taken to release the lien
on the property held as collateral for the existing mortgage
loan in a county recording system. At the same time,
mortgage documents for the new mortgage loan are sent for
recordation. The clearance program, after disbursement of
funds by the lender, cancels the lender’s servicing of the
existing mortgage loan. The clearance program also recog-
nizes the new mortgage loan in the lender’s system for
servicing. Information from the clearance file is then sent to
the master database.

[0126] Asshown in FIG. 6, at the time of the payoff of the
existing mortgage loan, the funding program ensures that the
lender provides the necessary financial support to the new
mortgage loan. Specifically, loan information is first trans-
ferred from the processing system to a funded file. Typically,
payoff and funding involve the exchange of money between
two or more lenders. For offers to refinance in the preferred
embodiment, loans are offered to the lender’s own customers
from previous transactions. Therefore, no money needs to be
transferred from an existing loan to a new loan. Instead, the
lender notes on its financial records that a customer’s
existing morigage loan is paid off and a new mortgage loan
is funded. Alternatively, when a lender provides refinancing
to a customer who was not previously a customer of the
lender, then the transfer of money between parties would be
necessary.

[0127] After the funding of the new loan, the status of the
customer’s loan is updated to funded status. In the preferred
embodiment, the status of several loans are updated to
funded status in a batch. The information in the funded file
is transferred into the loan information system. The loan
information system provides this information to the lender to
use in hedging agaiost the risks of interest rate fluctuation
associated with these new mortgage loans. The loan infor-
mation system also provides loan information to the post-
closing workflow system for post-closing processing. Infor-
mation from the loan information system is also posted on
the lender’s general ledger system to indicate that the loan
has been funded. A new loan is established in the lender’s
master database, and the loan information from the loan
information system is combined with information that has
been transferred in the master database from the customer’s
old loan to the customer’s new loan.

[0128] The custodian, as shown in FIG. 7a, has been
provided loan information from the processing and loan
information systems for cach customer in a batch. In the
post-closing workflow processing of the present invention,
during clearance, the documents from the new loan are also
provided to the custodian. The custodian evaluates the
documents and mortgage notes it receives for completeness
and to emsure that each mortgage loan is funded. The
custodian compares the mortgage note for each customer
against the data collected for each customer from the loan
information and processing systems to casure the informa-
tion and documentation is correct. If the note is acceptable,
the custodian notifies the lender. In the preferred embodi-
ment, the lender then determines the saleable status of the
new mortgage loan and provides this status to the loan
information system. The lender then has the option to make
the pote available for sale. Alternatively, when a problem is
discovered in the documents or the note, the lender is alerted
by the custodian of the problem and the documents are
returned for correction.
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[0129] Subsequently, the lender assigns an identification
in the master database for the individual campaign that
generated these new morigage loans. Next, the lender selects
the saleable mortgage loans of the individual customers that
arc to bc pooled together and offcred for salc on the
sccondary mortgage market. In the preferred cmbodiment,
the lender provides these pooled loans to a third party
purchaser. However, it is contemplated that the lender may
retain some of these mortgage loans in its portfolio. Simi-
larly, the lender may sell the servicing associated with
selected new loans, or the lender may retain these loans for
servicing itself.

[0130] As shown in FIG. 7b, in the preferred embodiment,
the process of supplying the loans to a third party purchaser
involves selecting loans from the loan information system to
be pooled together for sale. An edit is performed on the pool
of loans prior 1o providing the loans o the third party. Loan
information is then downloaded or transferred from the loan
information system to the third party. The loans that are
determined to be acceptable by the lender, following the
edit, are delivered to the third party purchaser. At the same
time, the custodian transfers a certification for the pool of
mortgage loans to the third party. Alternatively, the loans
that are deemed not acceptable are either delivered to the
third party with missing information that will be delivered at
a later date, or the loan is changed to an unsaleable status and
the lender is alerted that a correction needs to be made. Any
information not previously provided to the third party pur-
chaser may be trapsferred from the loan information system
to the third party at a later date.

[0131] The method of refinancing a mortgage loan of the
present invention is adaptable to fit 2 wide variety of
mortgage lending services. The embodiments shown are
especially well sumited for refinancing a mortgage loan.
However, the invention is in no way so limited. For instance,
it would be obvious to modify the invention to provide a
method of forming second mortgages, as opposed to refi-
nancing. Furthermore, it is anticipated that certain geo-
graphic states will have certain requirements and lending
restrictions for obtaining a mortgage loan, but these differing
requirements will not change the overall result of the method
of refinancing a mortgage loan.

[0132] ‘Ihe foregoing description and drawings merely
explain and illustrate preferred embodiments of the inven-
tion, and the invention is not limited thereto, except insofar
as the claims are so limited. Those skilled in the art, who
have the disclosure before them, will be able to make
modifications and variations therein without departing from
the scope of the invention. For example, while applying
filters 1o a master customer database Lo create a target list of
customers to be offered a mortgage loan is provided, it is
contemplated that no filtering may occur prior to preparing
or sending an offer to a group of customers. In addition,
modifications may be nccessitated duc fo certain statc spe-
cific requircments and lending restrictions as previously
discussed hereinabove. For example, a particular state may
require that an attorney must physically attend a closing.
Likewise, another particular state may not have a provision
for title insurance.
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What is claimed is:
1. A method of refinancing a mortgage loan comprising:

pre-approving a customer for refinancing of a mortgage
joan;

sending an offer for said refinancing to said customer, said
offer comprising materials setting forth the terms of
said refinanced mortgage loan, materials providing all
required pre-acceptance disclosures, and instructions
describing how said customer may accept said offer;

receiving an indication of acceptance of said offer from
said customer; and

sending a closing package to said customer to be executed
by said customer, said execution by said customer
creating a refinancing loan agreement.
2. The method of claim 1, wherein said offer is presented
to said customer for a limited period of time.
3. The method of claim 1, wherein said customer has a
limited period of time to execute said closing package.
4. A method of refinancing a mortgage loan comprising:

pre-approving a customer;

receiving a request from said pre-approved customer for
refinancing of a mortgage loan;

communicating an offer for said refinancing to said cus-
tomer, said offer comprising materials setting forth the
terms of said refinanced mortgage loan, materials pro-
viding all required pre-acceptance disclosures, and
instructions describing how said customer may accept
said offer;

receiving an indication of acceptance of said offer from
said customer; and

sending a closing package to said customer to be executed
by said customer, said execution by said customer
creating a refinancing loan agreement.

5. A method of refinancing a mortgage loan comprising:

selecting a customer from a group of customers who have
existing mortgage loans;

pre-approving said selected customer for 2 refinanced
mortgage loan;

preparing an offer for said refinanced mortgage loan for
said pre-approved customer, said offer comprising
materials setting forth the terms of said refinanced
mortgage loan, materials providing all required pre-
acceptance disclosures, and instructions describing
how said customer may accepl said offer; and

sending said offer to said pre-approved customer.

6. The method of claim 5, wherein said offer comprises
legal and vesting language for said mortgage loan.

7. The method of claim 6, further comprising evaluating
said legal and vesting language included in said offer prior
to sending said offer to said pre-approved customer.

8. The method of claim 5, wherein said terms of said
refinanced mortgage loan are selected from the group con-
sisting of a mortgage term length, ap interest rate, a morl-
gage loan amount, and a monthly paymment amount.

9. The method of claim S5, wherein said required pre-
acceptance disclosures are selected from the group consist-
ing of 2 Good Faith Estimate, a Truth-in-Lending disclosure,



US 2004/0064402 A1l

a servicing disclosure statement, an affiliated business
arrangement disclosure, a federally required disclosure, and
a state specific disclosure.

10. The method of claim 5, wherein said terms of said
refinanced loan and said required pre-acceptance disclosures
are tailored to a specific state.

11. The method of claim 5, wherein said sclecting a
customer comprises selecting more than one customer from
said group of customers.

12. The method of claim 5, wherein said method is
controlled at least in-part by a computer.

13. The method of claim 12, further comprising use of a
loan information system.

14. The method of claim 13, wherein said loan informa-
tion system comprises loan information for at least ome
mortgage loan.

15. The method of claim 14, wherein said loan informa-
tion is obtained from customer databases.

16. The method of claim 14, wherein loan information for
more than one said mortgage loan is managed, tracked, and
transferred in said loan information system in a batch.

17. The method of claim 14, further comprising deter-
mining a price for said mortgage loan based on said loan
information.

18. The method of claim 5, further comprising the step of
hedging finaacial risk based on said mortgage loan offers.

19. The method of claim 18, wherein said step of hedging
comprises hedging financial risk to the lender in the market
created by interest rates associated with said mortgage loan.

20. The method of claim 5, in which said selection of said
customers comprises applying filters to a customer database
to generate a target group of customers.

21. The method of claim 20, wherein said filters are
selected from said customer’s financial history.

22. The method of claim 20, wherein said filters are
selected from said customer’s personal history.

23. The method of claim 20, further comprising obtaining
a credit report and a credit score for each customer in said
customer database 1o be applied as a filter.

24. The method of claim 23, wherein said credit report
and credit scorce arc determined by combining data from at
least three credit bureaus.

25. The method of claim 5, further comprising:

determining primary criteria for said selecting of custom-
ers to be offered a mortgage loan pursuant to an
individual campaign;

filtering said group of customers with said primary criteria
to determine said customers who satisfy said primary
criteria for said campaign; and

creating a target list of customers from said customers
who satisfy said primary criteria for said individual
campaign.

26. The method of claim 25, wherein said primary criteria
are selected from said customer’s personal history and said
customer’s financial history.

27. The method of claim 25, wherein said primary criteria
are selected from the group consisting of bankruptcy, current
mortgage age, number of years in mortgage system, delin-
quency in mortgage payments, delinguency in other loan
payments, a principal balance above a certain amouat,
property type, type of existing loan, existence of penalties on
said existing loan, date of morigage payment on said exist-
ing loan, mortgage term length, owner occupation of prop-
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erty, state in which said property exists, monthly savings to
said customer, appraised value of said property, mortgage
insurance, a loan-to-value ratio, and a customer credit rating.
28. The method of claim 25, wherein said group of
customers is selected from customer databases.
29. The method of claim 25, further comprising:

filtering said customers on said target list with secondary

criteria; and

providing said offer to refinance a mortgage loan to said

customers on said target list who meet said sccondary
criteria.

30. The method of claim 29, wherein said secondary
criteria are selected from the group comnsisting of a credit
score, a flood determination, an error in said customer’s loan
information, and escrow criteria.

3%. The method of claim 5, wherein said offers have no
closing costs for said customer.

32. The method of claim 5, further comprising receiving
a communication from said customer indicating an accep-
tance of said offer.

33. The method of claim 32, wherein said customer has a
limited time in which to accept said offer.

34. The method of claim 32, wherein said receiving a
commumnication from said customer accepting said offer
further comprises:

providing a call center to receive a communication from
said pre-approved customer;

providing an order entry system to be completed with
information from said pre-approved customer; and

completing said order entry system with information from

said pre-approved customer.

35. The method of claim 34, wherein said order entry
system comprises collecting information from said customer
regarding said mortgage loan.

36. The method of claim 35, wherein said information
comprises data required to comply with industry regulations.

37. The method of claim 34, wherein said order entry
system confirms and creates a record of said customer’s
acceptance of said offer.

38. The method of claim 34, wherein said order entry
system verifies said customer’s information.

39. The method of claim 34, further comprising providing
said customer with a confirmation number after successful
completion of said order entry system, wherein said confir-
mation number is necessary to complete said method of
refinancing a mostgage loan.

40, The method of claim 34, further comprising denying
said customer a mortgage loan based on said information
collected.

41. The method of claim 40, further comprising referral of
said customer to a telephone sales unit to discuss options
after denial of said mortgage loan.

42. The method of claim 34, wherein information from
said order entry system is transferred to a processing system
after successful completion of said order entry system.

43. The method of claim 32, further comprising:

preparing a closing package for said pre-approved cus-
tomer;

sending said closing package to said pre-approved cus-
tomer in response to said indication of acceptance of
said offer;
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receiving said closing package from said pre-approved
customer, said closing package being completed by
said customer; and

processing said completed closing package. _

44. The method of claim 43, wherein said customer has a
limited time in which to complete said closing package.

45. The method of claim 43, wherein said closing package
comprises documents to be completed by said customer to
complete a mortgage loan agreement.

46. The method of claim 43, wherein providing said
closing package to said customer further comprises prepar-
ing a closing package with reduced documentation prior to
providing said closing package to said customer.

47. The method of claim 46, wherein said reduced docu-
mentation comprises at least a set of instructions for execut-
ing said documents.

48. The method of claim 46, wherein said closing package
documentation comprises instructions, a checklist, a note,
and a mortgage.

49. The method of claim 43, wherein said process of
preparing said closing package is automated.

50. The method of claim 43, wherein preparing said
closing package for said customer comprises tailoring said
closing package to meet requirements for an individual state.

51. The method of claitn 50, wherein preparing said
closing package for said customer further comprises review-
ing said state requirements and assembling said closing
package with documents and disclosures that satisfy laws
and practices of said individual state.

52. The method of claim 43, wherein sending said closing
package to said customer comprises overnight delivery to
said customer.

53. The method of claim 43, wherein said processing of
said completed closing package comprises completing 2
processing system.

54. The method of claim 53, wherein said processing
system comprises comparing at least one criterion to said
closing package.

55. The method of claim 54, wherein said criterion is
selected from the group consisting of a number of docu-
ments, a designated document, designated information, a
signature, and notarization.

56. The method of claim 53, in which said processing
system is used to track documents through said method of
refinancing a mortgage loan.

§7. The method of claim 53, in which said processing
system assists payoff of szid existing mortgage loan.

58. The method of claim 53, in which said processing
system assists funding of said new mortgage loan and
provides information for said new mortgage loan to a loan
information system.

59. The method of claim 43, further comprising process-
ing said completed closing package with electronic docu-
ment imaging.

60. The method of claim 43, further comprising process-
ing said completed closing package by manual review.

61. The method of claim 59, wherein said document
imaging occurs prior o payofl and funding.

62. The method of claim 59, wherein said document
imaging detccts an error in said documecnts.

63. The method of claim 62, wherein new documents are
sent to said customer upon detection of said eror in said
documents.
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64. The method of claim 43, wherein said processing of
said completed closing package further comprises delivery
of said loan documents to a custodian before payoff of said
existing mortgage loan and funding of said new mortgage
loan.

65. The method of claim 43, further comprising settle-
ment of said mortgage loan.

66. The method of claim 65, wherein said settlement
comprises:

paying off said customer’s cxisting mortgage loan; and

funding a new loan to said customer based on said

processing of said closing package.

67. The method of claim 66, in which said paying off of
said existing mortgage loan comprises holding payoff of at
least one of said existing mortgage loans held by said
customers in a batch until a payoff date, noting deficiencies
in payoff amounts, and paying off said existing mortgage
loan on said payoff date.

68. The method of claim 66, further comprising notifica-
tion of a custodian of said payoff.

69. The method of claim 66, wherein said settlement
further comprises transferring data from said existing mort-
gage loan to said new mortgage loan in said lender’s
systems.

70. The method of claim 66, further comprising deter-
mining a saleability for said new mortgage loan.

71. The method of claim 70, further comprising pooling
more than one said saleable new mortgage loan and offering
said pool of loans for sale.

72. The method of claim 66, further comprising providing
information regarding said new mortgage loan to a custo-
dian.

73. The method of claim 65, wherein said settlement of
said mortgage loan comprises:

providing a clearance program for assisting a payoff off
said existing mortgage loan; and

providing a funding program to assist in providing finan-

cial support to said new mortgage loan.

74. The method of claim 73, in which said clearance
program dispenses funds for said payoff of said existing
mortgage loan, cancels servicing of said existing mortgage
loan, and recognizes said new mortgage loan.

75. The method of claim 73, wherein said funding pro-
gram updates said customer’s loan status in said loan
information system to funded, provides information for
hedging a financial risk associated with said mortgage loan,
and marks said loan as funded on a general ledger system.

76. A method of refinancing a mortgage loan comprising:

providing a master database of customers;

selecting a set of primary criteria to apply as filters to said
master database of customers;

supplying said set of primary criteria to an automated
information managemen! system;

filtering said master database of customers with said
automated information management system, said auto-
mated information management system applying said
primary criteria to select said group of customers from
said master database;
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creating a target list of customers from said customers in
said master database who satisfy said primary eriteria
applied by said antomated information management
system;

selecting a set of secondary criteria;

filtering said target list of customers with said secondary
criteria;

pre-approving said customers who satisfy said secondary
criteria for a refinanced mortgage loan;

preparing offer files for said pre-approved customers;

producing offer letters for said pre-approved customers,
said offer letters containing offers from said offer files,
said offers comprising materials setting forth terms of
said refinanced mortgage loan, materials providing all
required pre-acceptance disclosures, and instructions
describing how said customer may accept said offer;
and

sending said offer letters to said pre-approved customers.

77. The method of claim 76, wherein said preparation of
said offer files for said target list of customers further
comprises:

providing a price for said mortgage loan to said offer filc;
and

providing legal disclosures to said offer file.

78. The method of claim 77, wherein said price for said
mortgage loan comprises mortgage origination costs and
fees.

79. The method of claim 76, further comprising notifying
said customers of said offer prior to sending said offer.

80. The method of claim 76, further comprising using said
offer file for preparing questions for inbound communica-
tions from said customers.

81. The method of claim 76, further comprising:

receiving a communication from at least one of said
pre-approved customers indicating an acceptance of
said offer;

entering an order for said refinanced mortgage loan in an
order entry system based on said indication of accep-
tance of said offer by said pre-approved customer, said
order comprising loan information from for said pre-
approved customer;

preparing accepted offer files from szid loan information
acquired using said order entry system; and

comparing said accepted offer files to said master data-

base for errors.

82. The method of claim 81, wherein said order entry
system comprises confirming said acceptance of said offer
and receiving a response to at least one question.

83. The method of claim 81, further comprising supplying
a title vendor with said accepted offer files.

84. The method of claim 81, further comprising:

transferring said loan information from said accepted
offer files into a loan information system;

using said loan information in said loan information
system to prepare closing packages for printing and
sending to said customers; and
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printing and sending said closing packages to said cus-

tomers.

85. The method of claim 84, wherein said loan informa-
tion system is used to determine a number of loans and an
unpaid balancc associated with cach said loan for cach
customer.

86. The method of claim 84, in which said preparation of
said closing packages comprises detecting errors in said
packages.

87. The method of claim 84, further comprising:

transferring information acquired from said order entry
system to a processing system;

receiving said closing packages completed by said cus-
tomers;

updating said customer’s status in said processing system
based on said receipt of said completed closing pack-
ages from said customers;

reviewing documeats contained in said completed closing
packages for errors; and

providing information from said closing packages to a

clearance file and a funding file.

88. The method of claim 87, in which said processing
system comprises reviewing said documents for errors,
wherein said documents are returned to said customer for
correction if an error is detected.

89. The method of claim 87, further comprising using
information from said clearance file to assist in paying off
said customer’s existing mortgage loan.

90. The method of claim 89, wherein assisting said payoff
of said customer’s existing mortgage loan comprises:

entering a payoff amount for at least one customer into
said clearance file; and

holding said payoff amount until a payoff date; and

paying off said mortgage loan on said payoff date.

91. The method of claim 90, wherein said payoff amounts
for more than one customer are held in a batch until a payoff
date.

92. The method of claim 87, further comprising using
information from said funding file 10 assist in funding said
customer’s new mortgage loan.

93. The method of claim 92, wherein said funding of said
new mortgage loan further comprises:

updating said status of said customer’s new mortgage loan
to funded status in said processing system;

providing said information from said funded file to said
loan information system;

marking said mortgage loan as funded on a general ledger

system.

94. The method of claim 92, wherein said custodian
receives said funded loan file from said processing system,
and wherein said funded loan file contains loan information
and loan decuments.

95. The method of claim 94, wherein said custodian
evaluates said loan documents and loan information.
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96. The method of claim 87, further comprising:

transferring information regarding said old mortgage loan
io a new mortgage loan record on said master database;
and

establishing said new loan on said master database.

97. The method of claim 96, in which a saleable status for
said new mortgage loan is provided to said loan information
system.

98. The method of claim 97, in which at least one of said
new mortgage loans is sold to a third party.

99. A closing package for a morigage loan comprising
closing documents to be completed and executed by a
customer for completion of a mortgage loan agreement, said
documents comprising a format and instructions, said format
and said instructions providing specific guidance to said
customer for completing and executing said closing docu-
ments.

100. The closing package of claim 99, wherein said
instructions comprise:

a detailed description of steps necessary for completing
said closing package and for filling out and executing
said closing documents contained in said closing pack-
age; and

instructions for a notary.
101. The closing package of claim 99, further comprising
a return-addressed envelope.
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102. The closing package of claim 99, further comprising
a checklist for said customer to review said closing package.

103. The closing package of claim 99, further comprising
a note and 2 mortgage.

104. The closing package of claim 99, wherein said
closing package comprises:

2 bound set of documents;

at least one processing notation attached to said closing
package; and

a means for removing a document on at least a portion of
at least one of said documents, whereby said bound set
of documents with said processing notation and said
means for removing a document provides for acceler-
ated processing of said closing package.

105. The closing package of claim 104, whercin said

processing notation comprises a bar code.

106. The closing package of claim 104, whercin said
closing package comprises a bound set of documents for a
lender and a bound set of documents for a customer.

107. The closing package of claim 99, wherein said
closing package is tailored to state regulations and closing
practices.

108. The closing package of claim 107, further compris-
ing a disclosure document containing more than one disclo-
sure to cover more than one state requirement.
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