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EXECUTIVE BRIEF

Operational risk lives at the handoffs

A mortgage investor can set a clear strategy, a servicer can route the work and a law
firm can complete the legal action. The file can still fail if context, evidence or
ownership does not travel with it.

Default operations span organizations, systems, fee schedules, state requirements and approval rules.
Each party sees a different symptom. Investors lose portfolio visibility. Servicers inherit exception
queues. Law firms absorb rework, denied fees and aging receivables. The underlying defect is often the
same: a handoff that did not define what had to move, who had to accept it or when an exception
required escalation.

A controlled handoff answers five questions before the work moves:
Who owns the next action? What information must travel with it? What
is the deadline? What triggers escalation? Where does the result feed

back into the process?

The market case for controlled handoffs

$13.1T 102,000 38,600 $74B

REPORTED Q2

MORTGAGE BALANCES AT Q2 BORROWERS ENTERED FORECLOSURE STARTS, UP MORTGAGE-BALANCE
2026: THE ASSET BASE 90-PLUS-DAY DELINQUENCY IN .
23% YEAR OVER YEAR: LEGAL DECLINE, MOSTLY DUE TO A
INVESTORS AND SERVICERS JULY: NEW SERVICING EXECUTION DEMAND SERVICER-TRANSFER
MUST SEE CLEARLY WORKFLOW INFLOW

REPORTING GAP
Market figures: Federal Reserve Bank of New York, Quarterly Report on Household Debt and Credit, 2026 Q2; ICE First Look at July 2026
Mortgage Data.

The $74 billion reporting anomaly is the handoff problem at market scale. For investors and funds, it compromises
portfolio visibility. For servicers, it complicates reconciliation and control. For law firms, it reinforces the need for
complete referral, execution and billing records. ICE separately reported 64,100 serious-delinquency cures in July,
showing that strategies must move cleanly both into default and back toward resolution.

Law-firm performance: scale, control and cash

59,867 99.63% ~95%

INVOICES PROCESSED IN ONE FOUR-YEAR COLLECTION RATE - 6.63 POINTS ABOVE SMALLER UNCOLLECTED SHARE THAN THE
O.L.A.F. ENGAGEMENT CLIO'S 93% AVERAGE GAP IMPLIED BY CLIO'S BENCHMARK

Clio defines collection rate as the share of invoiced work paid and reports a 93% average for 2025. The O.L.A.F. engagement's 99.63% rate
left 0.37% uncollected versus the 7% gap implied by Clio's benchmark - roughly 95% less of the billed amount left uncollected. Neither gap
is necessarily a formal write-off rate. The O.L.A.F. result is one engagement, not an industry-wide result.

What this field guide delivers

One five-handoff model. Minimum controls that preserve context, evidence, ownership and response
time. Separate playbooks for mortgage investors and funds, servicers, and law firms. A 30-day audit,
practical scorecard and repeatable governance rhythm.
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THE OPERATING MODEL

Five handoffs determine whether
work stays controlled

The chain is only as reliable as the information passed between steps. A strong
operating model treats each transfer as a control point, not an administrative moment.

01 02 03 04 05
Referral > Action 5| Documentation |5 Submission > Reporting
Assignment Documentation Billing Resolution Escalation
T |

The five-control test

CONTROL QUESTION TO ANSWER EVIDENCE THAT PROVES IT

Ownership Who accepted the next action? Named role, timestamp and queue or system assignment

Context What must travel with the work? Required fields, documents, strategy and prior decisions

Time When is the action due? Service level, legal deadline and internal response clock

Escalation What moves the file off the standard path? = Threshold, reason code, recipient and response deadline

Feedback Where does the outcome change future Closed-loop update to intake, workflow, staffing or policy
work?

A handoff is not complete when one team sends the work. It is complete
when the next owner accepts it with enough information to act, the
clock is visible and the result has a defined path back upstream.

How to use this guide

Start with the handoff producing the most expensive symptom, then trace the file backward. Do not
begin by debating which party failed. Begin with the evidence: what the receiving team had, what it
needed, when the gap appeared and how the exception was resolved. Root-cause ownership can then be
assigned without turning the review into a blame exercise.
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BREAKPOINTS ONE AND TWO

Control the work before and after
execution

BREAKPOINT 01 Minimum control
- . i
Referral to aSS|gnment A required referral package by matter type
[ )

A named acceptor and timestamped
The first handoff converts portfolio strategy into acceptance

executable work. It fails when the referral arrives °
without a complete strategy, required

documents, jurisdictional context or a confirmed Daily reconciliation between referred and
recipient accepted inventory

Defined rejection reasons with a response clock

. . . Decision unlocked
Typical failure signals

Investors gain confidence that strategy reached

[ ]
Returned or repeatedly corrected referrals execution. Servicers see routing defects early. Firms
° Duplicate outreach or dormant files c_an reject incomplete work before legal and financial
risk accumulates.
° Conflicting strategy codes or service levels
® Work assigned to the wrong jurisdiction, team
or vendor
BREAKPOINT 02 Minimum control
[ . .
= = Evidence required before task closure
Action to documentation <
® Structured notes that capture result and next
Work that cannot be reconstructed is difficult to action
defend, bill or transfer. A completed task is not ° . .
. . i Approved storage, naming and version
evidence unless another reviewer can determine conventions
what happened, why it happened and what o

Transfer-ready file histories with immutable
timestamps

should occur next.

Typical failure signals Peeleionaniocked

° . . .
Tasks closed with narrative but no supporting The next team can act without recreating the prior

document team's work. That reduces delay, protects legal strategy

Missed follow-up dates hidden in free-form and makes later billing review faster.

notes

Reopened work because the prior result is
unclear

Fee rebuttals that cannot be supported from
the file
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BREAKPOINTS THREE AND FOUR

Turn completed work into approved
revenue

BREAKPOINT 03 Minimum control
- - - . i -
Documentation to bl"lng ﬁiﬁi?]cgumentatlon completeness gate before

Billing is where weak upstream controls become ° Current fee schedules and client rule versions
visible. The legal work may be complete, yet the °
invoice fails because the biller cannot find the
event, map it to the correct fee, prove an

exception or satisfy the approver's rules. trend review

Pre-bill exception routing with named reviewers

Risk-based quality assurance sampling and

. . . Decision unlocked
Typical failure signals

° . . . . Law firms protect revenue, servicers receive approvable
Missing backup or inconsistent activity invoices and investors can connect advances and legal
descriptions spend to documented work.

Unbilled work in progress and aging hard costs
Repeat invoice edits or first-pass rejections

Fee exceptions discovered after submission

BREAKPOINT 04 Minimum control

Submission to resolution or ®  One exception taxonomy across parties

. .
payment An accountable owner for every aging bucket
® Standard rebuttal evidence by denial type
An exception becomes expensive when it enters .

Escalation clocks and documented final

a queue without an owner, reason code or clock. ) "
disposition

Denials, rebuttals, requests for backup and
disputed costs must move through visible states Decision unlocked

until the item is paid or closed.
Teams can distinguish process defects from external
causes, focus recovery work where it can succeed and

Typical failure signals prevent the same denial from recurring.

®  Aging denial and rebuttal queues

° Repeated requests for the same backup

° Disputed hard costs without a disposition

Different systems showing different invoice
status
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BREAKPOINT FIVE

Make reporting drive the next
decision

A dashboard that describes yesterday's backlog is not control. Reporting becomes
useful when a threshold automatically creates an owner, a deadline and an operating
response.

BREAKPOINT 05 Minimum control
) . O . - .
Reportlng to escalatlon Thr.es.holds tied to specific actions and
recipients
The last handoff turns evidence into ® Source data, owner, due date and closure
management action. It fails when scorecards, confirmation

aging reports and exception summaries circulate e

without decision rights or a documented
response. Documented changes to policy, workflow,

staffing or training

A recurring cross-party exception review

Typical failure signals Sy e ]

[ ] .
The same exception appears month after Investors can govern portfolio risk, servicers can direct

month vendor performance and law firms can convert denial
®  Scorecard surprises with no earlier operational and aging data into operational fixes.
signal

Reports list volume but not root cause or owner

Resolved issues never alter intake or workflow
design

The closed-loop standard

INTAKE ? EXECUTION > EVIDENCE ? BILLING > FEEDBACK

Every resolved exception should improve the next file. A denial reason should change documentation
rules. A scorecard finding should change staffing or workflow. A servicing transfer should trigger a
documentation inventory before the first file moves. The loop closes only when the lesson reaches the
team that can prevent recurrence.
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STAKEHOLDER PLAYBOOKS

Align responsibilities around one
operating record

The parties do not need identical systems. They need shared definitions, visible
ownership and evidence that can survive the move between systems.

STAKEHOLDER

Mortgage investors
and funds

Control priorities

Asset-level strategy history; portfolio
exception thresholds; servicing
oversight; advance and legal-spend
visibility; repeat-failure surveillance.

Monthly review

Which assets are outside strategy or
timeline? Which exception types are
growing? Has the servicer
documented corrective action? What

STAKEHOLDER
Servicers

Control priorities

Complete referral data; common
exception taxonomy; vendor
response clocks; transfer inventories;
scorecards tied to action owners.

Monthly review

Which queue has no accountable
owner? Where are rules interpreted
differently? Which handoff creates
repeat work across firms or vendors?

STAKEHOLDER

Law firms

Control priorities

Intake acceptance rules; evidence
before task closure; current billing
rules; pre-bill QA; AR root-cause
tracking; rebuttal discipline.

Monthly review

What could not be billed on first
pass? Which denials were
preventable? Which causes sit
outside firm control? What should
change upstream?

requires portfolio-level escalation?

Four shared operating commitments

COMMITMENT WORKING STANDARD

One definition Use the same exception language across investor, servicer, firm and operational teams.

One owner Name the role accountable for the next action, even when several parties contribute.
One clock Measure from the event that created the obligation, not from the moment someone noticed it.

One closure record Document the resolution, cause and preventive change before removing the item from review.

What alignment changes

The investor sees whether strategy is being executed. The servicer sees where routing and vendor
controls are failing. The firm sees which work is approvable, recoverable and supported. Instead of three
versions of the problem, the parties work from one operating record.
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STAKEHOLDER QUICK-START

What each party can do Monday
morning

No new system, contract or enterprise initiative is required. Start with a small,
representative sample, bring the original evidence and use the handoff itself as the
unit of review.

Mortgage
investors and
funds

Confirm that portfolio
strategy reached
asset-level execution.

Mortgage
servicers

Keep referrals,
vendors, exceptions
and transfers moving
on one clock.

Law firms

Connect completed
legal work to evidence,
approval and cash.

PULL

Select 25 assets across status,
age, jurisdiction and outcome.

Request strategy history,
current servicing status, legal
action, next milestone, open
exceptions and advances or
legal spend.

PULL

Reconcile referrals created,
accepted, rejected and
pending. Sample aging
queues, recent cures,
foreclosure starts and
transferred loans across firms
and vendors.

PULL

Trace completed actions
through evidence, pre-bill
review, submission, denial or

rebuttal and payment. Include

clean files as well as failures.

TEST

Does the current action match
approved strategy? Is each
material exception visible,
aged and owned? Can
advances and legal spend be
traced to documented work?

TEST

Did required context reach the
receiving party? Are rejection
and exception reasons coded?
Is one response clock and one
accountable owner visible?

TEST

Can another reviewer
reconstruct the action? Are
client rules current? Are
firm-controlled and external
causes separated before
corrective work is assigned?

ESCALATE AND MEASURE

Escalate assets outside strategy or
timeline, unresolved transfer gaps
and exceptions past threshold.
Measure exception age, strategy
variance and repeat servicer or
vendor failures.

ESCALATE AND MEASURE

Escalate unaccepted referrals,
missing transfer evidence, aging
exceptions and repeat vendor
defects. Measure completeness,
acceptance time, SLA performance
and recurrence.

ESCALATE AND MEASURE

Escalate completed work without
evidence, aging WIP, repeat denials
and stale rebuttals. Measure
evidence-complete closure,
first-pass acceptance, cycle time
and collection.

The 30-minute cross-party review

05 MIN 10 MIN

EXCEPTIONS PAST
THRESHOLD: OWNER AND
DUE DATE

10 MIN 05 MIN

REPEAT CAUSES AND THE
PREVENTIVE CHANGE

DECISIONS, ESCALATIONS
AND CLOSURE RECORD

STRATEGY AND STATUS
MISMATCHES

Leave with named owners, deadlines and documented changes to intake, workflow, staffing, policy or training. A
meeting that produces only a refreshed report has not closed the loop.
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THIRTY-DAY REVIEW

Audit one operating chain in six

moves

Do not attempt to repair every workflow at once. Select one representative portfolio,
servicer-firm relationship or exception category and produce an evidence-based

baseline within 30 days.

DAYS 1-5

Map

Identify every system, queue, role and external approval
between referral and resolution. Record where ownership
changes.

Deliverable
Handoff map and owner inventory

DAYS 6-10
Sample

Select representative files across outcomes, jurisdictions
and aging ranges. Trace what each receiving team actually
had.

Deliverable
Evidence sample and gap log

DAYS 11-15

Classify

Assign every failure to a handoff, root cause, accountable
role and downstream effect. Separate internal defects from
external causes.

Deliverable
Common exception taxonomy

DAYS 16-20
Design

Define required inputs, acceptance criteria, clocks,
exception triggers and closure evidence for the highest-cost
gaps.

Deliverable
Control and escalation matrix

DAYS 21-25

Pilot

Run the controls on one live queue. Review misses daily and
revise only where the evidence shows friction.

Deliverable
Pilot results and revised workflow

Sampling guidance

DAYS 26-30

Lock

Set baselines, assign reporting owners and schedule the
first monthly cross-party review.

Deliverable
Scorecard and governance calendar

® Include clean files as well as failures. The difference between them often reveals the missing control.

® Sample more than one age bucket and jurisdiction so a local rule is not mistaken for a system-wide defect.

° Preserve the original evidence. Reconstructed explanations are useful, but they should not replace what the
receiving party actually saw.

[}

issues only by anecdotal frustration.

Quantify downstream impact in time, dollars, aging, repeat touches or missed visibility. Avoid ranking

The 30-day goal is not a perfect future-state design. It is a controlled pilot with named owners,
measurable baselines and enough evidence to decide where a broader rollout will pay off.
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CORE SCORECARD

Measure whether the handoffs are
improving

A compact scorecard should connect leading indicators at the handoff to downstream
outcomes in timelines, exceptions, approval and cash.

METRIC METRIC

Referral acceptance time Complete-referral rate

Definition Definition

Elapsed time from referral creation to confirmed ownership. Share accepted without missing required data or
Why it matters documents.

Exposes routing delay before legal work begins. Why it matters

Tests whether strategy and context arrive together.

METRIC METRIC

Evidence-complete closure First-pass invoice acceptance
Definition Definition

Share of completed actions with required result and backup. Share accepted without correction, additional backup or
Why it matters resubmission.

Predicts transfer readiness and billing support. Why it matters

Shows whether documentation and billing rules align.

METRIC METRIC

Exception age Resolution cycle time

Definition Definition

Days open by type, cause and accountable owner. Elapsed time from exception creation to documented
Why it matters disposition.

Prevents denials and unresolved items from becoming Why it matters

invisible. Tests whether escalation produces action.

METRIC METRIC

Collection rate Repeat-exception rate

Definition Definition

Share of invoiced work paid. Share of exceptions matching a previously closed cause.
Why it matters Why it matters

Connects operational control to cash realization. Shows whether feedback reached the upstream process.

Read the metrics together

No single metric proves control. A high acceptance rate can hide slow resolution. Fast resolution can hide
repeated defects. A strong collection rate can coexist with costly rework. The scorecard becomes
diagnostic when it connects the first weak signal to the downstream cost and the owner who can change
it.

Use cause ownership carefully. Separate process ownership from financial responsibility. A firm may own
the next action even when a servicer rule, vendor limit, investor decision or external hold created the
exception. Clear attribution protects relationships and directs corrective work to the party that can
prevent recurrence.

10
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AUDIT WORKSHEET

Score the controls at each handoff

Rate each control from 0 to 2: 0 means undocumented, 1 means defined but
inconsistent, and 2 means standardized, measured and tested. The maximum score is
50.

HANDOFF OWNER CONTEXT TIME ESCALATION FEEDBACK TOTAL /10
Referral to assignment 012 012 012 012 012 -
Action to documentation 012 012 012 012 012 o
Documentation to billing 012 012 012 012 012 -
Submission to resolution 012 012 012 012 012

or payment

Reporting to escalation 012 012 012 012 012

Score interpretation

SCORE READ NEXT MOVE

0-19 Fragile Stabilize ownership, required inputs and deadlines before adding reporting.

20-34 Partially controlled Standardize exception routing and test whether controls work across teams.

35-44 Managed Reduce repeat exceptions and connect scorecards to upstream changes.

45-50 Closed loop Maintain sampling, challenge thresholds and validate control performance after change.

Evidence prompts

CONTROL PROMPT FOR THE REVIEW TEAM

Owner Show where the receiving role accepted responsibility and where ownership changed after an exception.
Context Show the required package and one sample proving the recipient received it before acting.

Time Show the legal, client and internal clocks and identify which one governs escalation.

Escalation Show the trigger, recipient, due date and consequence if no response arrives.

Feedback Show the policy, intake rule, workflow, staffing or training change created by the last recurring issue.

A high score is meaningful only when the team can produce the evidence. If a control exists only in
someone's memory, score it as inconsistent.

11
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GOVERNANCE AND NEXT STEPS

Keep the loop active without adding
bureaucracy

Governance should be light enough to sustain and specific enough to change behavior.
Review exceptions at the frequency required to act, not simply at the frequency a
report can be produced.

GOVERNANCE RHYTHM GOVERNANCE RHYTHM
Daily Weekly
Purpose Purpose
Keep live queues owned and time-sensitive exceptions Resolve cross-party exceptions and identify repeat causes.
visible.
Required output
Required output Disposition, cause attribution and immediate corrective
Owner, due time and next action for every urgent item. action.

GOVERNANCE RHYTHM GOVERNANCE RHYTHM

Monthly Quarterly

Purpose Purpose

Review trends, scorecards and control performance. Challenge whether the operating model still fits volume,

portfolio and client rules.
Required output
Decision log with policy, workflow, staffing or training Required output
changes. Updated thresholds, controls and diligence priorities.

Start with the handoff that costs the most

Choose one visible symptom: an aging exception queue, repeated invoice denial, unresolved servicing
transfer, scorecard decline or loss of asset-level visibility. Trace it backward, document the missing
control and pilot the correction. The first win should make the next file easier, not merely close the
current one.

About O.L.A.F. Companies

O.L.A.F. Companies brings together Billing & Collections, Advisory, Shared Staffing Solutions, and
Consulting & Strategies. The businesses support law firms, servicers, mortgage investors and funds
through billing and accounts receivable management, asset-level oversight, compliance and scorecards,
diligence, outsourced teams, and on-site strategic support.

Learn more: olafcompanies.com Email: info@olaf.consulting Phone: (888) 548-6877

Sources

Federal Reserve Bank of New York, Quarterly Report on Household Debt and Credit, 2026 Q2, released August 2026.
Intercontinental Exchange, First Look at July 2026 Mortgage Data, August 25, 2026.

Clio, Law Firm Key Performance Indicators: Insights from the 2025 Legal Trends Report.

Newsweek, How Better Operational Leadership Improves Firms' Performance and Growth.

This field guide provides operational information and is not legal advice. Organizations should apply applicable investor, client, legal,
regulatory and contractual requirements to their own workflows.
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