THE BENEFITS OF MODERN APPRAISAL TECHNOLOGY
SEE PAGE 20

MORTGAGE FINANCE

Summer 2020

A publication of

Advocacy. Education. Connection.


















Times Change, Yet Our Mission
Remains the Same

ell here we are. It's amazing how

things can change so dramatically

in a short period of time. We're all
feeling it this year. Not one of us could have
predicted that we'd follow a first quarter of
record level volume that would be immediately
followed by a global pandemic that dramati-
cally stalled our economy, forced everyone to
“shelter in place” and “work from home”, and
will forever imprint on each of us alive during
this era. When | wrote my last article (Spring
2020) when the market was humming along
nicely, | wanted to share with everyone the
importance of supporting our association by
your membership and conference participation
because those are the main sources of revenue
for the California MBA. We use those resourc-
es to fund our advocacy efforts. So, what does
that mean, why should you care, and what
have we done for you lately?

Simply put, “advocacy” for the Califor-

nia MBA means representing the real estate
finance industry before the California State
Legislature and regulators. That's typically
a very big job but this year, as with many
things, the dynamics shifted quickly. Due to
COVID-19, the California Legislature went into
an unplanned recess for several weeks trying
to figure out how to move forward in a virtual
environment. They were trying to figure out
everything you were also figuring out with
your own companies. When they reconvened

in early May, the legislative leadership sig-
naled that all members should dramatically
reduce the number of bills they’ll move this
year (down to 2 or 3 versus dozens for each
legislator!) and asked that those bills focus on
COVID-19 relief efforts. Two bills that came
into focus quickly for us were AB 2501 and SB
939. Before | frighten you with the details, I'm
happy to tell you that due (in part) to our advo-
cacy efforts, both bills were recently defeated.

AB 2501 would have allowed everyone in
California and automatic 180 days of forbear-
ance with an automatic additional 180 days,
if the borrower chose. Key words here being
“automatic”! No fees or penalties could be
assessed during this time and a servicer would
have to provide loan modification and loss
mitigation options to the borrower when they
went into forbearance. You might think that's
not possible, but it’s true! The laundry list of
servicer requirements was lengthy and among
the severe penalties for a violation of any of
the provisions of the bill included the loss of
the right to foreclose on that property forever.
Also noteworthy is the fact that this bill was
introduced by the Chair of the Assembly Bank-
ing Committee, our main policy committee in
that house.

SB 939 would have placed a moratorium
on commercial property evictions during the
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hile the social upheaval and

change that has roiled the nation

over the past few months has
dominated headlines, an underappreciated
change is taking place in corporate America.
Companies and industries are quickly be-
coming more open to taking public political
positions on a number of extremely contro-
versial issues. Some of the brands that have
jumped into the fray seemed to be doing it in
a considered fashion, while others seem to be
reacting with a potentially rash move that can
generate backlash. Whether the company is a
business of 5 or 500 or 5,000, the decision to
engage in a divisive issue is fraught with peril.
Historically, it was considered axiomatic that
businesses don't get political. They under-
stood their audience (or desired audience)
to generally be broad, and with no ability to
micro-target audiences, nearly every business
realized the danger in potentially limiting their
clientele. Fast-forward to 2020, and following
several years of brands dipping their toes in
the political waters, seemingly every brand
from Coca-Cola to Amazon to Dick’s Sport-
ing Goodes, virtually every major professional
sporting league, and countless industries have
jumped in head-first into the deep end of the
pool, particularly on social media.

The purpose of this article is not to de-

bating the merits of whether or not individual
instances of political advocacy are right or

Ask the Right Questions Before
Jumping into the Political Fray

wrong; | think the more interesting conver-
sation, from a marketing perspective, is to
determine what are the right questions to ask
before launching a politically-motivated cam-
paign. Here are just a few of the considerations
| think decision-makers need to bear in mind—
two big questions that I'm not convinced
everyone is taking the time to ask and answer:

START WITH THE “WHY” QUESTIONS
Before determining the “when” and “what”
of your foray into social/political activity, ask
the most important question: why are we doing
this? Why are we taking this controversial
stand? Is this a cynical ploy to avoid harassment
and/or juice sales, or is this a genuine, compa-
ny-wide value that you're expressing in a cor-
porate, public fashion? Be honest with yourself.
Getting to the heart of this answer is key to
navigating these potential treacherous waters.
Additionally, consider the cost/benefit
of staying out of the fray. If this isn’t clearly
a deeply-held conviction (think Ben & Jerry’s
or Hobby Lobby), you might find your efforts
backfire spectacularly. Witness the effort by
Pepsi in 2017 to combine protest imagery
with Kendall Jenner, in a campaign that only
seemed to trivialize protestor demands and
made the company seem tone-deaf. Clearly,
they would have been better served to either
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hese unprecedented times have many of Slatt Capital’s clients asking

questions to help them understand where things stand in the lending

market. We have compiled some of the most common questions we've
been hearing and wanted to share the answers here.

Is there any liquidity in the market for commercial real estate financing?

The short answer is YES! All major property types are financeable, although
hospitality properties are the most challenging, followed by retail since these
properties have been most impacted by COVID. Even so, our firm has funded

2 hotel loans in this COVID-19 environment, and we continue to have success
closing and sourcing new retail loans. Lenders are being much more conservative
in underwriting retail and have required verification that retail tenants are open
for business and paying rent. Additionally, many lenders are choosier with any
degree of cash-out requests, even on low or moderately leveraged loans.

Are all major categories of lenders actively lending?

Yes, all major lender types are active in the market, but at very different
levels than existed pre-COVID. The market has shifted into a more lender-driven
atmosphere, and there is a clear divergence in how the various capital sources
compare and where they are most competitive.

Most insurance companies are actively lending. They are taking a conserva-
tive approach to underwriting, because they generally hold loans on their books
as long-term investments. Ten-year fixed-rates range from 2.75% to 4.25%.
Some insurance companies were a bit distracted with COVID-related loan relief
requests in March and April, but most are now back looking for deals, as they still
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Update on Commercial/
Multi-family Real Estate Finance

EDITOR'’S NOTE: This is the latest in a series dealing with the issues facing the real estate finance
industry. Each issue we touch on a different topic, asking California MBA’s experts for their thoughts on
the issue at hand. In this issue of CMFN, we ask a pair of CRE experts for their take on the top trends/
issues of the day. Cody Charfauros is Principal/Managing Director (San Diego) at Slatt Capital and Jay

Grenfell is National Client Manager, Principal at Partner Engineering & Science, Inc.

WHAT IS THE STATE OF
THE CRE INDUSTRY RIGHT NOW? HOW
HAS THE COVID-19 PANDEMIC IMPACTED
MARKETS?

Charfauros: I'd say it's a mixed bag. On the
one hand, the global shutdown has directly
impacted nearly every business in the U.S,,
starting from December 2019 for importers
from Asia and continuing through to every
hotel, retail center, apartment tenant and in-
dustrial user. Continuous shut down and slow
reopening have bifurcated the market into ten-
ants that have reserves or other government
support and those who are on their own. Many
tenants are suffering and many businesses,
especially lower margin service-oriented busi-
nesses, may not survive in the mid-term and it
may be tougher to backfill such space for the
foreseeable future. We have already seen the
public REITs and some MAI appraisers make
“COVID-19 valuation adjustments” to assets,
largely without the benefit of actual transac-
tional data to back them up.

Still, the other hand of CRE is always that
where there is market disruption, there is mar-

ket opportunity. Take delivery-oriented and
last-mile services as a prime example; many
thought leaders have pointed out that adop-
tion of grocery and meal delivery has taken a
10-year leap forward with millions of brand-
new users. Restaurants that have been able to
reopen are adapting, some for example using
no-touch digital menus on your phone that
takes care of order, billing and tips which sig-
nificantly cuts down in-person interactions and
might make a business more efficient overall.
As with anything, there are winners and losers
and although we all lost overall, some will be
innovative enough to pull through better off
than pre-crisis.

Grenfell: The state of the CRE industry can
be described as cautiously optimistic. Some
are feeling the pain more than others, hospi-
tality and retail quite obviously. Multi-family
has weathered the pandemic better than
expected in many markets and the impacts on
long-term office leasing remain to be seen. The
good news is that fundamentals were strong
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Daniel E Mulvihill

January 12, 1927 — July 1, 2020

EDITOR'’S NOTE: Dan Mulvihill was a beloved longtime member of the California MBA, and served
on the Board of Directors for a number of years, including serving as chairman of the organization from
1982-1983. The following obituary was provided by the Mulvihill Family.

aniel F. Mulvihill was from an Irish

settlement in Cumming, lowa. He

was born on January 12, 1927, at
Mercy Hospital in Des Moines, lowa to proud
parents, James and Katherine Mulvihill. He was
the fourth of eight children.

Dan grew up on the Mulvihill Family Farm,
where they grew corn, soybeans and raised
Herford cattle and hogs. As a boy, Dan was
educated at Lee #7, a one room schoolhouse,
along with his seven siblings and neighbors. He
attended Dowling High School, Des Moines.
Dan graduated from lowa State University,
with a degree in Animal Husbandry in 1949.

After graduation, Dan served in the U. S.
Army, as a PFC, attending boot camp at Ft.
Carson, Colorado. Because of his farm back-
ground, he was given the charge of inspector
of all foods of animal origin for all branches of
the service, mainly inspecting and purchasing
meat, pork, eggs, in the Midwest region.

After completing his time in the Army,
Dan returned to assist on the family farm. He
re-enrolled at lowa State University in 1953 to
take a course on animal nutrition. That was a
life-changing decision, as he met Mary Collins,
a senior at lowa State University.

In July of 1953, Mary and her family
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relocated to La

Jolla, CA . Dan kept
in touch and soon
followed Mary to La
Jolla in February of
1954, and they were
married in August of
1955. They contin-
ued their love affair and marriage for 64 years.

Dan is survived by his loving wife Mary
and his six children and twelve grandchildren.
They are: Dr. Mary M. Mulvihill, Dr. Daniel F.
Mulvihill Il (Kathleen), James J. Mulvihill, John
C. Mulvihill, Julie Mayer (Robert), and Michael
J. Mulvihill (Wendy). Dan’s beloved grandchil-
dren include Daniel F. Mulvihill Ill, Melanie
Mulvihill Sizor (John), Kevin Mulvihill (Caitie),
Michael Mulvihill, John Mulvihill 1, Keely Mul-
vihill, Annie, Kate and Ella Mulvihill, and Faith
and Bo Mayer, brother Robert Mulvihill (Jo-
setta), sister in law Pat Mulvihill, sister in law
Jeanine Mulvihill, brother in law Robert Collins
(Alicia), brother in law Arthur Thomson, sister
in law Ruth Kelly, sister in law Judy Collins, and
sister in law Sandy Collins.

Dan began his career in 1954 making farm
and ranch loans in California for the Percy H
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WHO'’S WHO

Reggora, an appraisal

software company
that is modernizing
the residential real
- estate valuation

experience for lenders,
appraisers, and borrowers, announced
recently that Stephen Antuna will join
as Chief Revenue Officer. As CRO,
Antuna will lead all sales and business
development functions, reporting to
the CEO & Co-Founder, Brian Zitin in
the company’s new Boston Seaport
headquarters.

A seasoned software executive,
Antuna brings to Reggora 20 years of
experience and a proven track record
of leading and motivating high-per-
forming sales teams. He joins Reg-
gora from LogMeln (LOGM recently
acquired for $4B), where he was
Vice President of Sales for LogMeln’s
Customer Engagement & Support
business. In addition to heading the
global sales efforts, he was respon-
sible for leading the company'’s first
Al driven product launch. Prior to
LogMeln, he held various leadership
roles at Guidespark and Thomson Re-
uters. Antuna is also an active board
member for Boston based non-profit,
America SCORES Boston.

@Reggora

LBA Ware™, a leading
provider of incen-

tive compensa-

tion management
(ICM) and business

intelligence software

solutions for the mortgage industry,
today announced company Founder
and CEO Lori Brewer has been named
an honoree of NEXT Mortgage Events’
(NEXT) 50 Over 50 awards program.
In its inaugural year, NEXT 50 Over
50 honors influential female leaders in
the mortgage sphere.

Brewer was recognized for her
technological contributions to the
mortgage industry and prominence
as a thought leader, speaker and
educator whose quarterly compensa-
tion reports and expert guidance on
the topics of LO compensation and
data-driven business optimization
have positively impacted lenders of all
stripes.

L} LBAWARE
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ReverseVision, the
leading technology
provider for the
Home Equity Con-

version Mortgage

(HECM) and private re-
verse lending program market, today
announced the appointment of Caris-
sa Orozco as director of business de-
velopment, strategic partners. Orozco
will spearhead strategic integration
partnerships that allow traditional
mortgage lenders to integrate HECM
and private reverse mortgages into
the loan qualifying, sales and origina-
tion process with ease.

Orozco brings 17 years' mortgage
industry experience to ReverseVision,
having acted in senior leadership
positions at leading reverse mortgage
lenders. Most recently, Orozco served
as vice president of reverse sales at
United Northern Mortgage Bank-
ers, where she led the integration of
reverse programs into forward sales
and operational processes. Orozco
also has held the position of director
of learning and organizational devel-
opment at Synergy One Lending and
Retirement Funding Solutions, where
she oversaw training initiatives for the
companies’ wholesale clients, retail
loan originators and internal opera-
tional departments.

Re\ ferse
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The Benetits of
Modern Appraisal Technology

It is no secret across the mortgage indus-
try that appraisals are one of the most costly,
prolonged, and frustrating parts of the lend-
ing process. In today’s digital economy, both
lenders and borrowers expect a seamless and
accessible lending experience. But this expec-
tation often falls short during the appraisal
component of the lending/borrowing process.

The reason for this is straightforward: the
appraisal process hasn’t improved in over a
decade, and the workflows are supported by
outdated software providers. The combination
of these two factors leads to a predominantly
manual process that occurs during one of the

most critical periods of the loan origination cycle.

Changing the workflows to address these
inefficiencies is where modern technology can
offer substantial benefits. New technology can
provide the industry with logistics optimiza-
tion, accessibility, and automation that stream-
line the manual processes of the appraisal. In a
nutshell: the industry is ready for a technologi-

cal transformation.

WHY APPRAISALS CAUSE PROBLEMS

It's no secret that the appraisal can cause a
lot of headaches for everyone involved.

For the loan officer and the borrower,
the valuation component can be very nerve
racking. As the appraisal is one of the few
areas of a mortgage that is completed by a
third party, there isn’t much transparency into
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the timelines, what is going on, who is doing
the work, etc. Many lenders refer to this as the
‘blackbox’ of appraisal, and it contributes to
the uncertainty of the process. Furthermore, if
the appraisal is delayed or more complicated
than originally thought, it can completely delay
a closing. Or even worse, the borrower can
lose the deal on an outstanding offer.

For the lender, the appraisal process can
be a nightmare to manage across teams while
staying 100% compliant. Loan officers are
often escalating complaints, and processors
spend countless hours chasing down statuses
and payments.

The good news is that all of this stress and
wasted time can be easily avoided.

HOW TECHNOLOGY CAN HELP

As more and more of the lending process
is digitized, from point of sale systems to auto-
mated title companies, it is becoming increas-
ingly clear that the current appraisal process
is simply inadequate. The appraisal industry
must evolve to solve the challenges of recent
history and meet the heightened expectations
of borrowers and lenders.

While there are some challenges that can't
be solved with technology alone, modernizing
the software can bring several serious benefits
to the table.



Defeasance is
Effective Shark Repellent

Blood is in the water. Sharks are circling. Loan Agreements restrict borrowers from

It is no secret that real estate owners feel paying off their loan early to release them from
intense pressure due to the pandemic. While their mortgage obligations. Defeasance substi-
real estate costs remain largely fixed or are tutes a skillfully constructed basket of low-risk
increasing, global shelter-in-place orders have securities to replace the borrower’s property
drastically reduced the timely collection of as collateral for a mortgage.

rents. This inevitable cash flow hemorrhage

leaves many property owners desperate for Why Can’t Borrowers Simply Pay Off Their

relief. Stimulus programs launched simultane- Mortgages?

ously by the Federal Reserve, Congress, and The problem is Securitization. That is a pro-
the President, resulting in ultra-low short and cess in which commercial real estate lenders sell

long-term interest rates, are welcome lifeboats their loans to be transformed into investment

for property owners. grade securities. Securitization is an import-

Unfortunately, massive uncertainty sur- ant source of funding for lenders that enables
rounding the speed and completeness of the them to make new loans. Paying off commercial
economic recovery is keeping many traditional mortgages pooled into a security before they
lenders on the sidelines; banks, insurance com- reach maturity can compromise the economics
panies and non-bank lenders just cannot get of these complex investments. Lenders insist
comfortable lending while the waters remain on prepayment restrictions in loan agreements,
choppy. Although those institutions are in so their assets remain eligible for securitization.
much better shape than they were going into Borrowers receive favorable rates to motivate
the 2008 financial crisis, painful lessons from them to accept prepayment restrictions.

those years are still fresh in their minds. For

lenders, while chaos is in plain view, maintain- Defeasance Empowers the Borrower

ing liquidity outweighs return. Because of securitization, mortgages need
Everyone is bruised and bleeding. So, to live on to maturity. On the other hand,

sharks are circling, waiting for prey to weaken borrowers need to be free of their mortgages

enough to be an easy meal. in order to refinance or sell their properties.

The fundamental problem is that a borrower
What is Defeasance? remains tied to a loan because their property
Defeasance enables a borrower to refi-

nance or sell their property. Provisions in many
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Build Brand Equity with
Social Media Advertising

ompetition within the mortgage indus-

try is fierce, and the race to be first to

the borrower can be brutal. The good
news for lenders is that gone are the days of
being at the mercy of loan officers holding the
reigns of connections to borrowers. Rather
than waiting for relationships to come to you
(often with strings attached), take advantage
of getting direct access to homeowners and
house hunters. And as a new generation of
customers come to market—individuals that
are habitually tethered to technology—now
is the perfect time to advertise on platforms
they’re most familiar with: social media.

FACEBOOK CHANGED EVERYTHING

The way we connect with one another
and stay informed has forever been changed
since Facebook’s inauguration in early 2004,
and its use has steadily grown every year since.
Recently topped only narrowly by YouTube,
Facebook is still the second most used social
platform with Instagram (owned by Face-
book) coming in an increasingly close third.
Advertising on social media is by no means a
new phenomenon, and when you look at the
demographics of users, you'll understand why.
Around seven-in-ten Americans use some
sort of social media with nearly 75% of them
checking their platform of choice daily. While
data does show that social media use decreas-
es as age increases, put to rest the notion that

social media is only for the young, as 70% of
Americans age 50-64 use at least one type of
social media. Not too far off from the 90% of
18-24-year-olds.

The above statistics should put to bed
any misconception that your ideal mortgage
customer isn't actively on social media. So why
has the mortgage industry, by and large, fallen
behind comparatively when it comes to taking
advantage of these well-used platforms? Of
course, traditional marketing avenues such
as direct mail, and radio and TV ads continue
to have value, but unlike that highway bill-
board, social media ads not only allow you to
have tremendous reach across age, life stage,
and socio-economic lines, but be able to
tangibly measure your return on advertising
investment. Any marketer worth their salt will
encourage a variety of advertising tactics, but
not tapping into social media platforms puts
you at a huge disadvantage. And, to be sure, if
your competition isn’t yet advertising on social
media, they're about to.

THE LEARNING CURVE

To clarify, we're not talking about getting
more likes on a page or boosting posts, but the
robust features available through paid adver-
tising. Learning the ins and outs of platforms
such as Facebook takes time, and it can be
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n the wake of the COVID-19 health crises,
the Assembly Banking and Finance Com-
mittee passed Assembly Bill 2501 (the
“Bill”). The stated purpose of the Bill was to
assist individuals through the economic hard-
ships that may befall them due to COVID-19.
After substantial push back from industry
leaders, the Bill failed to pass the Assembly
floor vote on June 15, 2020. The June 18,
2020 session also adjourned without the Bill
being reconsidered. As June 18th was the last
session before the deadline for bills to pass the
Assembly, the Bill is all but defeated. Or is it?
The Bill was not urgency legislation. There-
fore, as drafted the Bill would not have become
effective until January 1, 2021, or ten months af-
ter Governor Newsom declared a state of emer-
gency. You'd think that the Legislature would
prefer to implement the Bill on an urgent basis so
that borrowers would be in a position to quickly
reap the benefits. But that was not the case.
One take away is that the Legislature
believes the financial impact of COVID-19 will
still be a major issue facing borrowers in 2021.
With some individuals cautioning about the
possibility of a resurgence of COVID-19 cases
in the fall, it is conceivable that the Legislature
will try to bring the Bill back to life as urgency
legislation later this year, or in early 2021, if
there is another shut down. For this reason, it
is important to remain vigilant and understand

what could be coming down the line. This
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The California Loan Forbearance
Law that Never Was, at Least Not Yet

article discusses the main aspects of the Bill as
it relates to residential mortgage loans , as well

as key problems with the legislation.

THE YEAR WITHOUT FORECLOSURE

For the twelve months following the Bill’s
operational date, the servicer cannot pursue
either judicial or nonjudicial foreclosure, or take
any eviction action. The only exception is if the
property securing the loan is vacant or aban-
doned. In other words, this Bill would stop all
foreclosure and eviction activity on occupied
property for an entire year with no regard to the
underlying loan’s status or whether the borrow-

er has any interest in foreclosure alternatives.

THE YEAR WITHOUT A PAYMENT

If a borrower cannot make the mortgage
payment due to a financial hardship caused
“directly or indirectly” by the COVID-19 emer-
gency, the borrower can request, either orally
or in writing, a forbearance from the mortgage
obligations for an initial period of up to 180
days. This forbearance can be extended, at the
borrower’s request, for an additional 180 days.
A borrower can also request that the forbear-
ance period be shortened or discontinued.

There is no requirement that the borrow-
er submit documentation to actually support

the hardship. A servicer can request that the






inancial data aggregation is already

streamlining mortgage transactions and

will play an increasingly influential role
in assessing borrowers’ ability to pay. Here’s a
rundown of ways direct-source financial data
is currently used in the mortgage space and
innovative applications that are just around
the corner.

DATA AGGREGATION'S CURRENT ROLE IN
THE MORTGAGE PROCESS

Data aggregation is the process of gather-
ing data and presenting it in a summarized for-
mat for data analysis. Larger datasets generally
yield more meaningful insights, but building
those datasets manually is time-consuming and
error prone. Data aggregators streamline the
process of retrieving large amounts of data di-
rectly from one or more authoritative sources.

Data aggregation is already used in a
number of mortgage lending contexts. Most
notably, it plays a central role in the digitally
driven credit decisioning process, where con-
sumer bank, retirement and brokerage account
data is used to verify applicants’ assets, income
and employment to provide a holistic view
of overall cash flow and creditworthiness—in
essence, their financial DNA.

When compared to manually collecting
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Financial Data Aggregation Is
Enabling Faster, More Secure
Mortgage Transactions

and reviewing information from physical bank
statements (whether printed or digital), the
combination of direct-source data aggrega-
tion and straight-through processing provides
greater purchase certainty, yields a more ac-
curate assessment of applicants’ ability to pay
and minimizes delays, opportunity for error
and fraud risk.

Today’s consumer is increasingly willing to
allow lenders to extract their account transaction
data directly from financial institutions. In fact,
many consumers expect the organizations they
entrust with their mortgage to offer the same
advanced, technology-assisted service they
receive from free apps such as Credit Karma.

DATA AGGREGATION’S FUTURE IN
MORTGAGE

Financial data aggregation already is en-
abling faster, more fraud-resistant loan trans-
actions. It streamlines the lending process for
borrowers by extracting data at digital speed,
altogether eliminating the traditional paper
chase. Digitally sourced data also allows lenders
to instantaneously refresh account data without
burdening consumers if a second verification is
needed between loan qualification and closing.

Yet even more exciting opportunities for



ow service providers handle market-

ing and business development during

a crisis will have a long-term impact
on our respective brands. When faced with an
unexpected situation like COVID-19, how should
B2B companies best communicate with clients,
prospective clients, and partners? One of the
lessons learned is that effective crisis communi-
cation involves a phased approach. What you do
in the early stages of the crisis will position you
for near-term and long-term growth.

STRIKING A BALANCE AND THE RIGHT TONE

In the first phase of the crisis you want to
balance being visible with not coming across as
insensitive to the challenges that your clients are
facing both professionally and personally. There is
a real risk of appearing to be tone-deaf by being
too aggressive in your marketing and business de-
velopment. Too aggressive could be interpreted as
communicating too frequently, having too much
of a sales message, or trying to create visibility
without providing much value. The best approach
is to strike a balance between an empathetic, car-
ing message and providing meaningful informa-
tion about how you have adjusted your business
model and are continuing to serve your clients.
First and foremost, clients want to know that
you are continuing to operate effectively with a
remote workforce and that their data is secure.

REINFORCING THE PARTNERSHIP BETWEEN
MARKETING AND BUSINESS DEVELOPMENT

Early in the first phase, communication is

How to Stay Visible in a Crisis

Using a Phased Approach Works Best

best shared by marketing and business devel-
opment. Initially, the marketing or corporate
message about business continuity is typically
delivered through an email marketing platform
which will result in a consistent and timely mes-
sage to the client database. Often this will come
from the CEO. Depending on the size of the
client base, it may be delivered via individualized
calls or e-mails from either a senior operational
officer or a relationship manager.

Business developers will want to stay on
the radar of their clients and prospects but will
be challenged because they are unable to go to
conferences or have client meetings face-to-face.
Early on in a crisis, targeted and direct client
communications from business development
managers to the individuals with whom they
have relationships go a long way in positioning
your brand as sensitive and caring. Business
developers will want to reach out to clients and
active prospects with a message of concern for
the client’s well-being. That call is probably not
the right time to push for a deal to close.

The next step is for business developers
to take their communication with clients to the
next level. Marketing can provide well-crafted
messages for business developers to share with
clients through social media and/or individu-
al e-mails. Through careful collaboration with
marketing, business developers can continue
to stay visible with their clients in a way that

provides value and maintains alignment with the
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he first half of 2020 has provided two

noteworthy opinions—one benefits

lenders and the other benefits borrow-
ers. Both opinions note the California Supreme
Court has yet to weigh in on the particular issues
addressed by those courts. So it is distinctly
possible that both outcomes will change in the
future; but for now, both lenders and borrowers

have something to point to as a victory.

PREEMPTIVE WRONGFUL FORECLOSURE
CLAIMS

In Perez v. Mortg. Elec. Registration Sys. (9th
Cir. 2020) 959 F.3d 334 (“Perez”), the Ninth
Circuit helped to harmonize the law on the issue
of whether a borrower may challenge a lend-
er’s authority to foreclose before a foreclosure
has occurred. While noting that the California
Supreme Court had not ruled on the issue, the
Perez court unequivocally ruled in favor of the
lenders and rejected the borrowers’ pre-foreclo-
sure challenge.

The underlying suit involved two residential

properties that were in the pre-foreclosure stage.

The borrowers argued that because of alleged
defects in the assignments of the deeds of trust,
the lenders never received the “right to collect
mortgage payments or to initiate foreclosure
proceedings.” In crafting their arguments, the

borrowers relied on Yvanova v. New Century
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Recent Appellate Decisions
Support Both Lenders and
Borrowers in California

Mortgage Corp. (“Yvanova”) (2016) 62 Cal.4th 919
wherein the California Supreme Court held that
borrowers have standing to challenge defec-
tive assignments that could be classed as void.
Though the holding was expressly limited to
post-foreclosure actions, the borrowers sought to
extend the principle. (Id. at 931.) The borrowers
found support from the opinion in Brown v. Deut-
sche Bank National Trust Co. (“Brown”) (2016) 247
Cal.App.4th 275, 281. The Brown court explained
that Yvanova “raises the distinct possibility that
our state Supreme Court would conclude that
borrowers have a sufficient injury, even if less
severe, to confer standing to bring similar allega-
tions before the sale”

The Perez court was cognizant of the fact
the California Supreme Court has not addressed
the preemptive challenge issue. However, the
Perez court noted several California intermediate
state appellate courts have held that California’s
nonjudicial foreclosure scheme does not allow
a borrower to bring a pre-foreclosure action to
challenge whether the foreclosing entities are
authorized to carry out the foreclosure. (Gomes
v. Countrywide Home Loans, Inc. (2011) 192 Cal.
App.4th 1149; Jenkins v. JPMorgan Chase Bank,
N.A. (2013) 216 Cal.App.4th 497 [overruled
in part]; Saterbak v. JPMorgan Chase Bank, N.A.
(2016) 245 Cal.App.4th 808.)



How to Conduct Due Diligence in
Today’s Environment

everal of GRS Group’s multifamily inves-
tor and lender clients have approached
me about how they can continue to do

business during the COVID-19 pandemic. They 3.

are looking for ways GRS Group can provide
them with the information they need to assess
the physical risks of a property for a pending
acquisition or loan while deferring to the needs
of the transaction and concurrently deferring
to the health-related concerns of the tenants.
Although our work is now a little differ-
ent—business does not have to stop! GRS
Group can provide our clients with the in-

formation they need to evaluate properties 4,

through planning, communication and cre-
ativity to ensure transactional due diligence
needs are completed successfully while the
COVID-related news seems to change and our
understanding grows.

GRS wiill craft an approach based on our
client’s needs while factoring in property-spe-
cific characteristics, taking into account the

following: 5.

1. The sensitivities and concerns of the in-
vestors/lenders and tenants regarding the
physical characteristics of the property.

2. Property restrictions: Will management
or tenants restrict access by persons from
certain COVID-19 hotspots? Will there be
exterior and interior access restrictions?
Are there state and/or local government
restrictions on visiting the Property? Will

additional personal protective equipment
(PPE) be required for the inspector besides
the now COVID-standard mask and gloves?
Property occupancy and access: For
multifamily properties, how many vacant
units are at the Property and how are they
distributed across unit types, phases, and
buildings? Will vacant units be able to be
viewed in any way, even photos from the
doorway/threashold? Or, in the case of
some age-restricted and/or seniors hous-
ing transactions—will interior access at the
entire community inaccessible?

Due diligence requirements: Are there
certain lender or investor “standard re-
quirements” that will not be met, such as
the percentage of units to view? Will an
advance waiver be required? Will sampling
be needed, and can it be done? Will an
agency-specific “Green” report be included
and how will that effect access and data
collection requirements?

Property cooperation: What is the avail-
ability of knowledgeable personnel for
interviews? How much cooperation can
we expect from ownership, management,
maintenance staff and tenants? Will

access be limited to certain areas due to
COVID-related concerns? Will the tenants
be willing and available to provide GRS
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hen we last convened in San

Diego in February for the MBA’s

CREF/Multifamily Housing Con-
vention & Expo, the message was very much
one of growth and optimism. Most, if not all of
the lenders that | heard from, were proud of
their often record breaking 2019 origination
figures and were challenging us to help them
set new highs in 2020. Sentiment was positive
and most folks felt that although we were late
in the real estate cycle, the fundamentals were
still there to maintain positive momentum for
the foreseeable future. Little did we all know
that roughly a month later we would all be
dealing with a very different market filled with
fear and marked by caution.

The sudden emergence of COVID-19

was a stark reminder of how fragile our global
economy is and how events beyond our con-
trol can quickly change economic realities. In
the weeks leading up to the crisis, we saw a
perfect storm of record low treasuries com-
bined with compressed spreads that had yet
to price for the coming pandemic and accom-
panying recession. Lots of savvy borrowers
rushed to take advantage of historically low
rates, and they were able to routinely lock in
long term fixed rates at or below 3%. But that
party didn't last very long, and before we knew
it, many life companies went to the sidelines.
So too did the banks and credit unions, which
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The Value of Correspondent
Lending in a Crisis

to make matters worse were inundated with
PPP loan requests, and in some cases had to
reallocate resources from their commercial
mortgage lending departments to deal with
the avalanche of these inquiries. The appetite
for CMBS bonds largely evaporated overnight
in concert with a steep widening of corpo-

rate debt spreads, bringing that market to a
screeching halt. Private lenders and debt funds
(that didn’t have to securitize or sell off their
loans), seeing opportunity, have stayed some-
what active, but are of course charging for the
additional risk they are taking with their capital.

Investors too have taken to the sidelines in
large numbers as they wait to see how busi-
nesses will fare in a post-COVID world and
what rents and property values should really
look like. Rather than working on new deals,
some owners are instead consumed with
negotiating relief requests from tenants and
forbearance requests with lenders. It is a vol-
atile, difficult, and often nerve-racking time to
be in commercial real estate lending, but like
all market disruptions, this one too will bring
with it tremendous opportunities.

As Mortgage Bankers, that opportunity
lies in being of service to our borrowers and
lenders. Being in the market every day gives
us unique and valuable insight. We understand
the appetites and objectives of our lenders, so
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COVID-19 state of emergency, which
of course was designed to help small
businesses experiencing revenue loss
due to the pandemic. The bill would
have abrogated contract law to benefit
one company at the expense of anoth-
er and the lack of rent payments could
have pushed many into foreclosure.
Further, since this measure was tied

to the California state of emergen-

cy, there was no clear date at which
property evictions could resume as we
could be in even a low state of emer-
gency for quite some time.

Imagine how these bills, if enacted,
would have impacted both residential
and commercial lending in our state.

These are clear and recent ex-
amples of how our advocacy efforts
have protected our industry! The
California MBA was a leader in the
opposition on both of these measures
and worked tirelessly along with our
industry colleagues and the national
MBA to convey the dramatic nega-
tive impact either of these measures
would have had on our state. Knowing
that the timing was short, and the
dynamics of our State Capitol were
shifting daily, we knew we needed
to augment our lobbying efforts with
some grassroots advocacy. That's
where the Mortgage Action Alliance
(MAA) comes in.

Powered by the national MBA,
MAA is the free, non-partisan, grass-
roots advocacy platform that allows
EVERYONE in the mortgage industry
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to participate in our advocacy efforts.
We engaged MAA on both of these
measures and were able to send thou-
sands of messages to key members

of the Legislature encouraging them
to oppose these harmful measures.
MAA itself is designed to be easy

and effective but its useless without
leadership from the industry. If C-level
executives are not encouraging their
employees to join MAA and respond
to Calls to Action when asked to do
so, it does not work. The good news is
that we did have an extremely strong
level of participation using the MAA
network and were able to successfully
kill each of these bills. A special thank
you to all of the companies that sent
messages to their employees about
these measures but the company that
that led the pack as far as numbers of
MAA messages being sent was New
American Funding led by the dynamic
Rick and Patty Arvielo! Their passion
for the industry and commitment to
protect it is part of the fabric of their
corporate culture and its shows!

Rick Arvielo says, “We want to
make sure all 3,400 of our employees
are exposed to advocacy for our in-
dustry. To be honest, | am shocked at
how few companies and their employ-
ees participate in advocacy efforts of
our industry. So much relies on our
legislators really understanding the
impact of their laws on our industry

and the clients we try to serve. Being






Simply put, budget related bills and
only three other main categories of
legislation will likely be left standing
when the books are closed on 2020:
COVID related response measures,
efforts to address homelessness and
wildfire prevention proposals.

When the Legislature returned
from their COVID caused recess in
May, several pandemic related bills
where amended to provide mortgage
borrowers with forbearance and fore-
closure relief and to provide residen-
tial and commercial tenants with rent
and eviction relief. These bills propose
sweeping changes and are of signifi-
cant interest to CA MBA's member-
ship. They will be the primary focus of

the bills discussed below:

AB 2501—MORTGAGE INTEREST
DEDUCTIONS
On Assembly Floor

AB 2501 was amended on May
11 with provisions intended to pro-
vide borrowers with forbearance relief
for mortgages, automobile loans, pay-
day loans and PACE financing. Many
of the amendments are based on the
proposal at the federal level that the
House Democrats put forward during
the CARES Act discussions. With
respect to mortgages, the proposal
originally would have put in place a
foreclosure moratorium during the
state COVID-19 state of emergency
and the 180-day period after. It would
also have allowed a borrower experi-
encing financial hardship during the
COVID crisis to ask for up to 360 days
of forbearance on mortgage payments
during the emergency or 180 days

after. These provisions also have been

automatically triggered after 60 days
of delinquency.

The foreclosure and forbearance
provisions were later amended to
implement the foreclosure morato-
rium for all of 2021 and to allow for
the borrower to obtain, at his or her
discretion, up to 360 days of forbear-
ance starting at any point in 2021.
Language was also added stating that
compliance with the relevant Federal
CAREs Act forbearance provisions
constitutes compliance with the bill’s
forbearance provisions for federally
backed mortgage loans.

Additional provisions required
notifying the borrower regarding
available modification or loss mitiga-
tion options. If the borrower is unable
to continue the normal payments
after forbearance, the servicer is
required to implement modification or
loss mitigation options for which the
borrower qualifiers without penalty or
additional interest. The bill originally
would have created significant pen-
alties and remedies for violations, in-
cluding forfeiting rights to commence
foreclosure and express Business and
Professions Code 17200 unfair and
deceptive practice legal liability. These
provisions were later removed, but
problematic penalties and remedies
remain in the bill including, establish-
ing causes for a private right of action
and allowing in a lopsided fashion a
“prevailing borrower” (as opposed to a
prevailing party) to recover attorney’s
fees and costs when the borrower ob-
tains an injunction. At this early stage
of the legal process, the borrower has
not even prevailed on the merits.

AB 2501 failed to pass on the As-
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sembly floor and should not continue
to move. The first time the bill was
voted on it received 35 Aye votes and
19 No votes, and it was put on recon-
sideration. After an extended period
the author was able to obtain 39
votes, but when she could not obtain
the 41 votes necessary to pass the
bill, the vote started to drop. The final
floor vote was 28 Aye to 25 No.

SB 939—COMMERCIAL
LANDLORDS AND TENANTS
Senate Appropriations Committee

SB 939 was held in the Sen-
ate Appropriations Committee and
should not continue to move. It would
have made it unlawful to terminate
the tenancy of or evict a tenant of a
commercial real property during the
COVID state of emergency declared
by the Governor. If a tenant does not
pay rent during any or all months oc-
curring during the state of emergency,
the sum total of that rent shall be due
12 months after the date the state of
emergency ends, unless the tenant
has reached an agreement with the
landlord to pay the sum total of that
rent at a date later than 12 months
after the end of the state of emer-
gency. The nonpayment of rent that
would have been due during the state
of emergency cannot be grounds for
an unlawful detainer.

The bill would have also allowed
a COVID impacted commercial tenant
who wishes to modify his or her
commercial lease, to engage in good
faith negotiations with its landlord to

modify any rent or economic require-
























