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Whether a servicer is registering loans, processing payoffs or deactivating assignments in the MERS
system (Mortgage Electronic Registration Systems, Inc.), it is important to remember that any

MERS member can be required to submit a Quality Assurance (QA) plan or an eAnnual Review to
MERS CORP Holdings (MERSCORP operates the MERS System, MERS eRegistry and all other MERS
products). Specifically, if a servicer has 1,000 or more serviced MERS loans by March 31 of each year, it
must engage a qualified third-party vendor to conduct the MERS eAnnual Review. Even if a servicer
has fewer than 1,000 MERS loans by March 31, it may still be required to conduct an eAnnual Review
either internally or via a third-party vendor. Either way, MERSCORP will typically determine by June of
each year if a servicer will need to submit a QA plan or an eAnnual Review.

There are six MERS conditions that will need to be thoroughly reviewed and answered with
supported evidence (if further requested from MERS) in the eAnnual Review:

‘ii Does the servicer have processes in place ‘ii Does the servicer have a process in place
designed to provide reasonable assurance to ensure that all MERS transactions

of compliance with the requirements and updates are accurate and timely
specified in the MERS Rules of Membership in accordance with the applicable
and MERS Procedures Manual applicable requirements set forth in the MERS Rules of
to member Information and organizational Membership and MERS Procedures Manual?
changes? A sample of loan transactions is required to
be reviewed to confirm compliance.
Does the servicer reconcile MERS data in

accordance with all MERS requirements per Does the servicer have a process in place
the MERS Manual?

executed and recorded in accordance with
Does the servicer have policies and

to ensure MERS documents are prepared,

) ) the applicable requirements set forth in
procedures in place to ensure compliance the MERS Rules of Membership and MERS

with the requirements set forth in the MERS Procedures Manual. A sample of loan

Rules of Membership and MERS Procedures . . . )
transactions is required to be reviewed to

Manual regarding the Corporate Resolution

Management System (CRMS) and MERS

Signing Officers? ‘.e Does the servicer have a process in place
designed to review MERS reports and take

necessary action?

confirm compliance?
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Per the MERS Procedures Manual, external reviewers must be a third-party review organization

or audit firm with demonstrable expertise and experience performing quality assurance audits of

organizations in the mortgage industry. The MERS conditions may seem straightforward and simple;

however, the time and amount of work are often underestimated.

By submitting a QA Plan for its Org ID and any associated Affiliate Org ID, servicers are confirming that

they are in compliance with all requirements set forth by its MERS Membership Agreement. Like the

eAnnual Review, MERSCORP typically notifies servicers in June (or earlier) if it is required to submit its

first or an updated QA Plan. When submitting to MERS, each QA plan may differ depending on the

servicer's line of business and may be subject to specific MERS rules. Knowledge of MERS rules and

regulations is an absolute must when it comes to drafting and submitting QA plans.

Below are recent/historical QA Plan and eAnnual Review Findings and Challenges:

Servicers do not have a quality control
program in place to accurately sample
MERS transactions or executed MERS

documents.

Servicers do not have a procedure for
reconciling system of record data to MERS
data as required by the MERS Procedure

Manual.

Servicers are not reconciling accordingly/
timely as required by MERS Data
reconciliation recommendations and
requirements (fees can top $1,000 per loan

failing to meet reconciliation requirements).

Servicers are not following state-specific
MERS disclosure requirements or

entity-naming requirements.

Servicers do not have written policies and
procedures for updating CRMS or updating
MERS Signing Officer certificates.

Servicers are not completing MERS
transactions, such as registrations,
deactivations or transfer of servicing in a
timely manner or accurately, per MERS

requirements.

It is important for servicers to think strategically - taking time and care to hire subject matter experts

who can lighten the load and take the stress out of conducting QA plan reviews as well as eAnnual

Reviews. If you are looking for an expert partner for your MERS eAnnual Review, consider a subject

matter expert who can collaborate with you and help prepare you fully for an upcoming MERS audit.
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Avoid hefty MERS fines (which have doubled over the last year) and avoid membership suspensions
as a result of non-compliance by partnering with Clayton. We offer open lines of commmunication
every step of the way to help servicers gain a better understanding of MERS requirements. Because
the Clayton team holds certification for successfully completing the MERS Annual Reviewer Training
Program offered within the MERS® Training Academy, you will find Clayton on the MERS approved
vendor list. If you haven't received communication from MERS or cannot find the email link, check
your “eQA Requirement Landing Page” on the MERS Member Website (under “Quick Links") or contact

the Clayton Servicing Oversight team at Servicing.Oversight@Clayton.com to get started with expert
help today.

Zaira Rodriguez, Clayton Servicing Oversight Operations Manager,
manages Clayton’s Business Support Services team, which focuses on

data transformation, analysis and integration, as well as requlatory research,
interpretation and management of servicer evaluations. She manages several
client and servicer relationships, supporting a variety of mortgage servicing
oversight projects. Rodriguez has been integral in applying her extensive
servicing knowledge for operational reviews covering all major servicing/sub-
servicing functions, combining regulatory expertise with best practices to relay
findings and recommend process improvements.
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