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COMPANY STATISTICS 

WHAT: The MERS~ System and Mortgage 

Electronic Registration Systems, Inc. 

(MERS). 

WHO: For a complete list of shareholders, 

visit our website at www.mersinc.org. 

WHEN: Established on Oct. 1995 

in Delaware. The MERS® System began 

registering and tracking mortgage loans 

in 1997. 

WHERE: MERSCORP Holdings, Inc. is 

headquartered in Reston, Va. 

WHY: MERS was created in the 1990s, 

in response to changes in the mortgage 

finance industry, to streamline the mort­

gage process by using e-commerce to 

replace paperwork. 

MEMBERSHIP: About 3,000 lenders, ven­

dors and government entities. 

MORTGAGES REGISTERED: Over 70 

million to date; about 30 million active 

mortgage loans. 

MERSCORP Holdings, Inc 
1818 Library Street, Suite 300 
Reston, VA 20190 
Tel: 800-646-6377 
Fax: 703-748-0183 

Web: www.mersinc.org 

AN INTRODUCTION TO 

THE MERS® SYSTEM, 

MERSCORP HOLDINGS, INC., 

AND MORTGAGE ELECTRONIC 

REGISTRATION SYSTEMS, INC. 

Who is MERSCORP Holdings? 

MERSCORP Holdings, Inc. is a privately held corporation that owns and manages the 

MERS8 System and all other MERS® products. It is a member-based organization made up 

of about 3,000 lenders, servicers, sub-servicers, investors and government institutions. 

What is MERS? 

Mortgage Electronic Registration Systems, Inc. ("MERS") is a wholly-owned subsid­

iary of MERSCORP Holdings, and its sole purpose is to serve as mortgagee in the 

land records for loans registered on the MERS 8 System and MERS® Commercial. 

MERS is a nominee for the lender and subsequent buyers {''beneficial owners") of a 

mortgage loan and serves as a common agent for the mortgage industry. 

What is the MERse System? 

The MERS® System is a national electronic database that tracks changes in 

mortgage servicing rights and beneficial ownership interests in loans secured by 

residential real estate. 

Are MERS loans recorded in the public land records? 

All mortgages (or deeds of trust) registered on the MERS® System are recorded in the 

public land records, and MER$ remains the lien holder in the land records whenever 

transfers of the promissory note or servicing rights take place between MERS mem­

bers. The MERs«> System is not a legal system of record nor a replacement for the 

public land records. No interests are transferred on the system; they're only tracked. 

How does MERS become a mortgagee? 

There are two ways. At dosing, the borrower and lender both agree to standard lan­

guage in the security instrument making MERS the original mortgagee, with the right 

to act on behalf of the lender. The standard language is approved and used by Fannie 

Mae, Freddie Mac, Ginnie Mae, the Federal Housing Administration (FHA) and the 

Veterans Administration (VA). If MERS was not recorded as the original mortgagee on 

the security instrument, a lender can assign the mortgage to MERS after closing. 



GLOSSARY 

Beneficiary: The person/company for whose 

benefit a deed of trust is given. 

Closing: The act of transferring ownership of 

a property from seller to buyer in accordance 

with a sales contract. 

Deed of Trust: A document used in many 

states ln lieu of a mortgage. Legal title to the 

property is vested in one or more trustees to 

secure the repayment of the loan. 

Mortgage: A written debt instrument by 

which a borrower gives the lender a lien on 

real estate as security for the repayment of a 

loan. 

Mortgagee: One who holds a lien on property 

or title to property, as security for a debt; the 

mortgage lender or lender's nominee. 

Nominee: One who, in a limited capacity, is 

authorized to act for or represent another. 

Promissory Note: A document that ac­

knowledges a debt and outlines a borrower's 

promise to pay the specified sum to the lender 

under specified terms. It is a negotiable instru­

ment and changes in its ownership are not 

recordable events. 

Servicing: Often performed for a fee after 

loans are sold to investors; ·Includes billing, col­

lecting payments, filing reports, managing tax 

and insurance escrow accounts, and default 

follow-up for mortgages. 

source·. Dictionary o.f Real £store Term5, 7th edition. 
Copynght 1997, Baron'> EducaMnal Sene,; Inc 
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What does "MERS as original mortgagee" mean to borrowers? 

MERS' role and rights are clearly spelled out in the contract between borrower and 

lender. When borrowers sign the mortgage security instrument at closing, they agree 

to standard language that grants and conveys legal title of the mortgage to MERS as 

mortgagee, giving the company the right to act on behalf of the current and subse­

quent owner of the loan. 

Does MERS collect mortgage payments from borrowers? 

MERS doesn't handle mortgage servicing. The mortgage lender, or another mortgage 

servicing company, collects payments from borrowers and manages their loans. Bor­

rowers who have questions about their loans, or who need help with foreclosure pre­

vention, should contact the company they send their payments to-not MERS. In 2011, 

all mortgage loans going to foreclosure are assigned and recorded in the servicer's 

name. 

What does MERS do for lenders? 

As the mortgagee of record, MERS provides service of process on legal documents and 

receives legal notices and other mail regarding the mortgaged properties. MERS sorts, 

scans and transmits documents electronically to the appropriate member for each 

loan. Because MERS is a common agent for its members, recording an assignment of 

the mortgage is not necessary when ownership of the promissory note or servicing 

rights transfer between members, eliminating work and cost. The MERS® System also 

provides information on undisclosed liens, which reduces fraud. 

Does MERS have the documents for loans registered on the system? 

MERS is not a document custodian and doesn't hold promissory notes or mortgage 

documents on behalf of the lender, servicer or investor. MERS is not responsible for 

keeping mortgage records-the servicer maintains the legal system of record. 

How does MERS benefit borrowers? 

MERS as original mortgagee eliminates breaks in the chain of title, resulting in less 

work and lower fees paid by the lender-fees that would ultimately be passed down to 

the homeowner. MERS provides access to data on the MERS® System free of charge to 

homeowners, county officials, and regulatory officials (subject to privacy restrictions). 

Homeowners can access the data on their mortgage loans registered on the MERS® 

System at www.mersinc.org or toll-free at 1-888-679-6377. 

Ooes MERS hide the mortgage note owner? 

Transfer of ownership of the promissory note is not a recordable transaction. How­

ever, the Truth In Lending Act (TILA) requires that borrowers be notified of ownership 

changes. RESPA regulations also provide for notice of servicing changes. 



QUICK 
FACTS 

February 2012 

BENEFITS WITH MERS: 
Reduces cost of homeownership. 

Eliminates breaks in the chain of title 

Hard dollar savings on each loan for 

homeowners and lenders 

Provides transparency. 

Identity of servicer available for FREE 

to homeowners via phone or Internet 

Used by lenders to find undisclosed 

liens 

Used by governments and code enforce­

ment officers to find companies responsi­

ble for maintaining vacant and abandoned 

properties. 

Simplifies lien releases in case a lender 

goes out of business. 

Increases efficiency in sale of loans and 

servicing transfers in secondary market. 

Mortgage Identification Number (MIN) is 

assigned to each loan, used for tracking. 

WITHOUT MERS: 
Lenders would have to rely on paper re­

cording with its inherent processing errors. 

Recorders would have to staff according to 

the ebb and flow of mortgage activity. 

There would be no single database with 

loan level history of ownership and servic­

ing rights, no single mortgage identifica­

tion number. 

There will be breaks in the chain of title. 

The cost of homeownership will be higher. 

MYTHS vs. FACTS: 
THE MERS® SYSTEM, MORTGAGE ELECTRONIC 

REGISTRATION SYSTEMS, INC., 

AND MERSCORP HOLDINGS, INC. 

MYTH #1: MERS has failed to record transfers of mortgage loans in the 

public land records. 

FACT: At closing, the lender and borrower agree to appoint MERS as the mort­

gagee on the mortgage or deed of trust. This means that when a MERS mem­

ber sells the loan to another MERS member, only the promissory note-and 

not the mortgage-transfers, because the mortgage is grounded in the name 

of MERS. Therefore, because the mortgage did not transfer, an assignment to 

record the transfer need not be filed. 

MYTH #2: MERS hides the chain of title so that borrowers can no 

longer see who owns their loans. 

FACT: The public land records exist so that a lender can declare a lien on the 

property to protect them against borrowers defaulting on the loan. However, 

MERS actually makes it easy to identify the servicer and owner of a loan that's 

been registered on the MERS0 System (see Myth #3 below). 

MYTH #3: MERS makes it harder for borrowers to identify the servicer 

and owner of their mortgage loans. 

FACT: We actually makes this EASIER. We have a toll-free number (888-679-

6377) and website (www.mers-servicerid.org) that the public can access to 

find the current servicer-and where borrowers can find the owner-of any 

loan registered on the MERS0 System. The MERS• System is the only national 

database with this information free and available to the public. 

In addition, under federal law, borrowers are entitled to receive notification 

when the ownership of their loan changes. Servicers are also required under 

the Truth In Lending Act to respond to written borrower inquiries as to the 

ownership of their loans. 
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MYTH #4: MERS mortgages were not recorded in the public land re­

cords and has created an alternate recording system that's private and 

proprietary. 

FACT: All MERS mortgages are recorded in the public land records and all 

required fees were paid. The MERS" System is not a legal system of record nor 

a replacement for the public land records. MERS' objective is not to replace 

county recorders; in fact we rely on the public land records to facilitate our 

business. 

MYTH #5: Since MERS is not the lender, it does not have the right or 

"standing" to foreclose. 

FACT: Because the borrower and lender both agreed to designate MERS as 

the mortgagee at closing, this gives us the right to act on behalf of the lender, 

which translates to our ability to foreclose on a borrower. Courts in all SO states 

have upheld our role in this regard, and if the investor chooses to direct the 

servicer to foreclose in the name of MERS, they can legally do so in every state 

and the District of Columbia. However, we have changed our business process 

and no longer engage in foreclosures. But even when we did foreclose, it was 

never a key part of our business model and we never received a fee or profited 

from the practice. 

Myth #6: MERS caused securitization. 

FACT: Securitization was already happening before the company was founded. 

MERS has nothing directly to do with the securitization process. 

MYTH #7: MERS stores mortgage documents that were previously kept 

by the servicer or investor. 

MERS doesn't hold any documents on behalf of the servicer or investor. Just as 

it was prior to MERS, the recorded mortgage or deed of trust is typically held 

by the servicer, and the note is typically held by the custodian designated by 

the investor. 
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LEGISLATIVE CONTACT: 

Bill Hultman 

Tel: 703-761-1284 
Mobile: 703-625-1917 
Email: biHh@mersinc.org 

MEDIA CONTACTS: 

Janis L Smith 

Tel: 703-738-0230 
Mobile: 703-939-5653 
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Karmela F.lejarde 
Tel: 703-761-1274 
Mobile: 703-772-7156 
Email: karmelal@mersinc.org 

For the full text of any of the 

cases mentioned, please go 
to www.mersinc.org, dick on 

"Downloads," then "Judicial 

Decisions." 
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A S.NAPSHOT O.F MERS-RELATED 

CASE LAW IN ILLINOIS 

MERS complies with Illinois law 

Illinois courts have consistently ruled favorably towards MERSCORP Holdings, 

Inc. and Mortgage Electronic Registration Systems, Inc. ("MERS") on issues 

including MERS' status as a valid beneficiary, the validity of MERS assignments, 

MERS' authority to foreclose, and MERS' role as a nominee for the lender and 

the lender's successors and assigns. 

Significant rulings 

In MERS v. Estrella (Nov. 22, 2004), the U.S. Court of Appeals of the 7th Circuit 

ruled that MERS showed ample authority to commence a foreclosure as an 

agent for the principal. 

More recently, in MERS v. Barnes (Dec. 3, 2010), the Court of Appeals for the 

State of Illinois held that MERS has standing to foreclose under the Illinois 

Mortgage Foreclosure Law, 7351LCS 5/15-1501, et seq., and rejected the bor­

rower's argument that MERS failed to prove its standing to foreclose. 

Illinois trial courts 

MERS has also been victorious in Illinois trial courts. 

Most recently, in Long v. One West Bank (Aug. 24, 2011), the U.S. District Court 

for the Northern District of Illinois found that the assignment from MERS to 

Deutsche Bank was valid. 

And in Arriaga v. Wells Fargo (Sept. 30, 2011), the court dimissed, without 

leave to amend, all counts of the plaintiffs' complaint as to MERS, including a 

quiet title claim, as well as three counts alleging common law fraud by MERS 

and the other defendants. 




