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MERS eRegistry

Digital transformation is reshaping mortgage lending. While consumers enjoy instant banking and online transactions, many
closings still rely on stacks of paper and manual signatures, creating inefficiencies, delays and higher costs. eNotes change
that. They help enable secure, compliant, fully digital closings that improve borrower experience, reduce risk and accelerate
funding. Lenders who adopt eNotes aren't just keeping up - they’re gaining a competitive edge.

To make eNotes work at scale, you heed more than a digital document - you need a trusted system to track ownership and
maintain integrity. That's where the MERS eRegistry comes in. It serves as the system of record, identifying the Controller - the
legal holder - of each eNote and the party in the Location Field that maintains the Authoritative Copy via a secure eVault. This helps
confirm every transaction as accurate, auditable and compliant, giving lenders confidence as they move toward a fully digital future.

The MERS eRegistry is essential in the eMortgage world. As more lenders close eNotes, the transfers of control of those
eNotes into the secondary market are reflected on the MERS eRegistry. Under the terms and conditions of the GSE Uniform
Electronic Promissory Note, all eNotes delivered to the GSEs must be registered on the MERS eRegistry.

The MERS eRegistry is one of multiple functions utilized by Participants to satisfy the Control requirement of Section 201(c)
of the ESIGN Act and Section 16(c) of the UETA, with respect to a Transferable Record. Its role is to be the System of Record that
identifies the party that has Control of the eNote and the party that maintains the Authoritative Copy of the eNote (i.e., the Location).

Benefits of eNotes and the MERS eRegistry

For lenders For warehouse lenders
® Streamlines the borrower’s closing experience m Strengthens visibility and control over pledged collateral
® Strengthens collateral security m Reduces exposure to double-pledging

m Accelerates funding cycles by shortening warehouse line
For settlement agents draw times
® |mproves quality control and productivity

= Mitigates document fraud For document custodians

®m Supports more efficient and accurate eNote custodian
For investors processes

® Helps enable faster and more efficient delivery to the ® Allows for automated eNote certification
secondary market

® |mproves quality control and fraud prevention For servicers

= Virtually eliminates lost notes = Supports automation of eNote servicing audits

= \/irtually eliminates lost notes

What does the MERS eRegistry do?

® Jniquely identifies the eNote’s current Controller and
Location of the Authoritative Copy -

Validates the identity of the lender

Confirms the registration is complete
m |dentifies an eNote's current Servicer and SubServicer,
if any

Prevents duplicate registrations

m Sends a confirmation to the lender
® \alidates the Mortgage Identification Number (MIN),

the unique identification number for a registered eNote " Stores key information to readily identify the loan

m Stores the unique digital signature (hash value) of
the eNote
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How does the MERS eRegistry work?

1.

When the Borrower eSigns an eNote at closing, that eNote contains both a unique Mortgage Identification Number (MIN)
plus language referencing the use of the MERS eRegistry as the system of record to identify the party in control of the
eNote.

Immediately after closing, the lender registers the eNote on the MERS eRegistry. The registration record typically shows
the lender as the Controller (Holder), Location (Custodian) and Master Servicer of the eNote.

When the eNote is sold or transferred, a lender initiates a Transfer of Control transaction to the new Controller. If the
Custodian of the Authoritative Copy of the eNote changes, there needs to be a Transfer of Location to the new Custodian.
Investors may require a change of Location as a condition of purchase. Most investors require the use of MERS eDelivery
(secure electronic delivery) in this process.

The new Controller confirms the Transfer request(s). The MERS eRegistry record is automatically updated to show the
new Controller (and Location , if applicable).

The Controller, or its Servicing Agent, is responsible for reporting servicing events (e.g., payoffs) to the MERS eRegistry.

All messages to and from the MERS eRegistry are system-to-system XML transactions sent across a secure connection.

Registration and transfer process

Originator (eVault) MERS eRegistry Investor (eVault)

Close loan
with eNote

SMART Doc® Registration Request

Validate eNote
Tamperseal hash value
R <J P

Confirm registration

Controller

Rightsholders: Master Servicer

Location

Request Transfer of Control and Location

> ) -
Transfer Pending notification
< >
eRegistry response
Includes Transfer Identifier -

Rightsholder response: Accept

Transfer Completion notification Transfer Completion notification
=~ >

. ) Controller
Rightsholders: MasterServicer = = = = = = = = = = = = = = = = == = == - == - — - - !
Location
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MERS supports industry standards

= Mortgage Identification Number (MIN): a unique 18-digit

tracking number that is added to the security instrument
and electronic promissory note at the time of origination

= Organization ID number (Org ID): a 7-digit number
assigned by MERSCORP Holdings that uniquely
identifies MERS System Members

= MISMO XML data standards: greatly reduce the time
and effort required for business partners to create new
data interfaces with each other

= MISMO SMART Doc”® specification: an electronic

document structure widely adopted by industry for eNotes

MERS eRegistry FAQs

Q. Does the MERS eRegistry store eNotes?

A. No. Each Rightsholder (Controller, Master Servicer,
Location, Secured Party) has an eVault that stores
a secure copy of the eNote. The MERS eRegistry
receives a copy of an eNote at initial registration
solely to validate the tamper-evident seal and key
data elements. After registration, the copy of the
eNote is deleted.

Important: Only one copy of an eNote can be the
Authoritative Copy at any given time, and that is the
copy held in the Location's eVault.

Q. Since the MERS eRegistry is the “System
of Record” for participants that control
eNotes, does MERS eRegistry handle the
disbursement of closing funds?

A. No. Closing funds are disbursed as they would be with

the closing of a paper note.

Q. How did the MERS eRegistry get started?

A. Key players from all sectors of the mortgage industry
(lenders, servicers, investors and vendors) came

together under the auspices of the Mortgage Bankers

Association to develop requirements for a National
eNote Registry, which were published in 2003.
After that, MERSCORP Holdings developed and
launched the MERS eRegistry in 2004 based on
these requirements.

ice.com

Paper world
Negotiable Instrument
Original Note
Possession

Holder

Custodian
Endorsement

Chain of endorsements
and delivery

Wet sighature

Mapping terminology from paper to “e”

Electronic world
Transferable Record (“eNote”)
Authoritative Copy of eNote
Control

Controller

Location

Transfer of Control

Transferable Record audit trail

Electronic signature

The Mortgage Bankers Association supported the
simplicity of a single, national electronic note (eNote)
registry system and industry participants have
supported MERSCORP as the provider of the system.

todo?

. If lwant to originate eNotes, what do | need

. There are two scenarios for originators of eNotes to

interact with the MERS eRegistry - directly, or through a

trading partner.

In the first scenario, you close loans with eNotes that
contain the eNote clause and a Mortgage Identification
Number (MIN) and your eVault registers them on the

MERS eRegistry.

This requires you, or your vendor, to have:

= Connectivity with the MERS eRegistry (via VPN)

= The ability to create the XML transactions required

by the MERS eRegistry

= The ability to sign those transactions with a

digital certificate

In the second scenario, you close loans on eNotes
that contain the eNote clause and a MIN, then
immediately sell them to an investor who completes
the registrations on your behalf. This is called a Broker/
Delegatee model. MERSCORP will set up your profile
on the MERS eRegistry as the Broker, enabling your
Delegatee to designate you as the initial Controller and
then complete a Transfer of Control to itself.
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Regardless of the scenario you choose or role you
play (lender, broker, investor) we'll support you with
integration, procedure set up and any required
transaction testing.

Q. Does my current MERS Membership allow
me to start this process?

A. Yes, but you must also sign the MERS eRegistry
Addendum. If you are not currently a MERS System
Member, you must sign the MERS Membership
agreement and the Addendum.

Q. What does MERS charge for using the
MERS eRegistry?

A. There is no additional membership fee for signing the
Addendum if you are already a MERS System Member.
There are transaction fees. Please reference the MERS
Pricing Schedule on our website for current pricing.

Q. Does MERS eDelivery replace the need for
an electronic document management system
and an eVault?

A. No. MERS eDelivery securely receives and delivers
documents between eVaults in any electronic format
(SMART Doc, PDF, TIFF, etc.). It does not validate, index
or store electronic documents.

How does my organization move forward with eNotes?

= Appoint an internal resource to lead the initiative

® Gather additional information, starting with mersinc.org/resources

® Communicate with your trading partners to assess their readiness

® Engage with technology vendors

® Revise your internal processes to accommodate new technologies and efficiencies

Now is your chance to experience true innovation in the mortgage industry. Get started today, before your customers demand
it or regulators mandate it.

I:| More questions? Visit MERSCORP Holdings website at mersinc.org/resources
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