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Mortgage fraud detection firm preps for expansion push 
CoreLogic touches one in four home loans 
Mark Anderson  

Fast-growing CoreLogic has built a business on software that spots flipping, inflated values 
and other forms of fraud in mortgage transactions nationwide. Now the firm is on the brink of 
doubling its share of the mortgage industry.  

The Rancho Cordova data company touches one in four mortgages in the country with its 
fraud and appraisal programs, and more products are in development. Nine of the top 10 
mortgage lenders in the nation use some of CoreLogic's products that help them weed out 
fraud.  

By helping lenders quickly spot potential problem loans, it keeps what are likely good 
mortgages moving quickly and efficiently.  

CoreLogic has 160 employees in 20,000 square feet, but it could double its transaction count 
with only a bit more room and a few more workers, said CEO and co-founder Steven 
Schroeder.  

The company evaluates some 50,000 loan transactions and refinancings daily. That kind of 
number draws attention; last year, TA Associates, the Boston-based private equity firm, put 
$50 million into the company.  

"We invest in rapidly growing, profitable, privately held companies, and they fit the bill. It is 
a compelling company," said Jon Kossow, TA Associates' asset manager, who has taken a 
seat on CoreLogic's board of directors. TA eventually expects to recoup its investment with a 
public offering or a merger, but nothing is imminent.  

"We've been involved for 16 months, so it's pretty recent," Kossow said. "The company is 
doing quite well. We don't come in with any time horizon."  

TA Associates, with offices in Boston and Menlo Park, is a private equity firm founded in 
Boston in 1968. It manages a $6 billion capital base.  

The firm's investors include most large investment banks, many large pension funds - 
including the California Public Employees' Retirement System and the California State 
Teachers' Retirement System - as well as endowments, trusts and international investors.  

Games borrowers play  
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CoreLogic offers products that flag a wide variety of potential problems. One identifies when 
someone is misrepresenting a property's value - for example, someone buys a house for 
$200,000 and then a few months later tries to refinance it for $350,000.  

Another program spots when buyers are selling a house for far above market value. If that 
becomes a loan, the lender could wind up holding the bag for a property worth less than the 
outstanding balance. Another product can spot signs of systemic fraud, where a buyer and a 
seller work with a "straw buyer" to get an inflated mortgage, take the money and then hand 
the home back to the lender.  

CoreLogic started in 1997 as C&S Marketing with one product that checked for fraud in 
valuations. One of its first clients was The Money Store Inc., which at the time was based in 
Sacramento and was the nation's leading lender to people with spotty credit histories.  

The company logged $500,000 in revenue in its first year, more than doubled that the next 
year, then doubled revenue again in each of the next two years. The company had $51 million 
in revenue last year and it is on track for $63 million this year.  

The company has added a suite of products - now up to eight risk-management tools - and 
continues to add clients.  

Cost and benefits  

CoreLogic often sells its services by stressing the return on investment clients will get from 
the fees they pay, Schroeder said.  

CoreLogic's research has found that the mortgages its systems flag as problematic are nine 
times more likely to go into default than others, and are twice as expensive as the typical 
default.  

For a mortgage operation, eating a $200,000 loss on one bad mortgage eats the profits of 
many good mortgages. CoreLogic's products kick out scores and valuations in less than two 
minutes, which allows the lenders to spot potential problems before a loan commitment is 
made.  

"In a couple minutes you can detect a problem before you fund. If you don't fund it, you can't 
lose money," said Anthony Romano, director of marketing and vice president of sales for 
CoreLogic.  

"We are a customer. We use it in our broker business," said Deb Ringler, wholesale 
operations manager with U.S. Bancorp in Minneapolis.  

It is only one of the tools the bank uses to supplement its underwriting of mortgages 
originated by mortgage brokers. The bank buys some of its mortgages from independent 
mortgage brokers and mortgage bankers.  

"We screen our brokers, but they might hire a loan officer or agent who is not honest. We 
might not find out something is wrong until it costs us a lot of money," Ringler said.  
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U.S. Bank is using the program only on the externally produced mortgages, but is 
considering using it on internally generated mortgages as well. The check takes only seconds, 
she said.  

Her bank uses History Pro, one of CoreLogic's products that evaluates an address against the 
property values around it and also considers both the identity of the buyer and seller.  

"What you are looking for is a pattern. Are they buying foreclosures and flipping them? This 
can find that," she said.  

Eventually, clients start expecting more from the tools, Schroeder said. One challenge has 
been to expand some of those customer relationships.  

"Once a client starts spending a lot of money with you, they are hesitant to pay more. There is 
almost an expectation that they should get more for the money they are spending."  

Anderson is a reporter for the Sacramento Business Journal. 
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