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Eﬁgﬁdie Freddie Mac Is A
Wo mako oo possie™ Government-Sponsored Enterprise

Created by U.S. Congress to support the residential mortgage market
Make sure that lenders always have mortgage money to lend

Make it easier for consumers to afford a home

Stabilize mortgage markets during a crisis

Mandate includes single-family and multifamily markets

Special focus on:

Low- and moderate-income families
Underserved areas
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Freddie Mac Facts and Figures




Eﬁgg‘die We Support the Market

We meke ome osste” throughout the Homeownership Life Cycle
Before During After
Help Families Help Lenders Help Families
Prepare for Source More Hold on to
Homeownership Loans their Homes

 Financial education * Mortgage products * Loan servicing policies
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STP — A Look Back...

Computing power increased shrinking the absolute
efficiency dollar impact of operational efforts

Easy, fast, and cheaper to copy innovation

Increasing needs to support complexity in products and
distribution channels

Most STP efforts to date have focused on processes
within our own operational walls
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We make home possible™

Where will we get the best return on our
Investments?

The next leap forward will come when we extend
STP to incorporate our front line, customers, and
3'd party processes for a true end to end

perspective



B

We make home possible™

The Separation of Sales and Service

Separate Sales and Service functions allow benefits from
specialization; however it can also cause loss of
customer’s voice

End to End Customer Experience

A
\4

Front Office Back Office

Application Application U/W,
Eg;aséoerpnir rocessing Processing Servicing,
(begin) (complete ) Billing...
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Integration Techniques for Superior STP

End to End Process Mapping
Document customer touch points

Utilize voice of the customer to understand and
prioritize customer pain points

Voice of Customer Committee



Freddie . i i
'a'Mac Process Touch Points and Pain Points

We make home possible™

Investor Default

Customer

Set-up /)

Contracting
Pricing Corrections

Customer Setup and Contracting

. Mail contracts \ CUStOMers Verify Work with TE mails BUBD
Email to customers \ oY Inquire accuracy of \ Email BU/BD \\(and rarely, grids to
customers d ; about contrac set-up for Y grid to eller) to verify \customer
user IDs and Siagrrllecr‘ecelve status or ifwe/  yles and customers bulk deal p":l?nzase“”e
passwords /' htract received it pricing (monthly) information /DU
back mailbox

Customer Pain Points

« Unclear how long process will take (SLAs communicated internally)
» Systems don’'t match on specifics

(PE is very specific on product parameters; DPM is not)
« TOBs aren’t set up properly
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Listening Posts

Post-Funding Billing Investor Default

Customer TOBs Underwriting Delivery Fees and Qualit
Set-up Contracting/g®Credit & Funding/8® Data Operation Reporting ; Y
. . Claims Control,
Pricing LP Corrections

EORM

Post 1 Post 2 Utilize Listening Posts at all
“Customer “Customer key process steps to

Inquiry iy understand customer feedback
-Survey .Survey and incorporate into your STP
Feedback Feedback

Initiatives
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Types of Feedback

Traditional Structured Process Centered
Feedback Unstructured Feedback

Call Center Agents
*Relationship Survey capture unsolicited
comments in 3 areas:

*Focus
Groups/Advisory «Complaints or concerns
Boards .
eSuggestions for
*Transactional Surveys Improvement

e|deas for innovation
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Voice of the Customer Committee

Establish regular forum for call center agents to
share with management and process owners
customer feedback trends

Keys to success:
Invite the most qualified call center agents

Translate qualitative input from agents into
guantitative scoping estimates

Process owners and management must
identify action items with timetables
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Prioritize, Prioritize, Prioritize

Customers come in all shapes and sizes

Feedback must be weighted based on your
organization’s goals

Weigh all feedback types in your STP
prioritization initiatives

Create scorecards for end to end STP goals as
well as individual process goals
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Go for it!

Accomplishing the next evolution of STP is not
easy but must be inclusive of your total end to
end processes (customer’s feedback is key!)

Stick with it — establishing solid integration
between customer feedback and STP takes
time and practice

Baby steps — start small, gain success, and
grow!
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B | Mortgage Fraud Defined

We make home possible™

Fraud can be defined as...
A deception deliberately practiced in order to secure

unfair or unlawful gain.

Mortgage Fraud can be defined as...
"material misstatement, misrepresentation, or omission
relied upon by an underwriter or lender to fund, purchase

or insure a loan."
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Types of Fraud

Foreclosure Fraud

Inflated Appraisals

Stated Income/Altered Documents
Straw Buyers

Cash-out Purchases
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Foreclosure Fallout

Neighborhoods:
Weakens home prices

Vacant and boarded houses degrade
neighborhoods

. ﬁ::ut'..;_-"'-' .
Encourages crime e

i e l-"'l.‘-.l-l".ﬂli:_q- |||_ o j:s -

Industry:
Large REOQ losses

REO properties are purchased by fraudsters
May perpetuate foreclosure rescue scams
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Foreclosure Video

www.youtube.com/AvoidFraud



B

We make home possible™

Fraud Factoid

A majority of all open Fraud Investigation Unit cas
Inflated appraisals.

o o
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es Involve
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Stated Income Loans

What are they?

An alternative documentation loan program for borrowers
with high FICO scores. The borrowers “state” their income
and assets on the 1003 but are not required to produce
supporting documentation

* Primarily used for self-employed borrowers
* Trending towards wage earners or W-2 employees
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Stated Income Loans

Reasonability Test — Is this salary reasonable?

Local Base Salary Range
Base Salary Bonuses j[’ Benefits \Ir FPaycheck

' Private Banker I MNew Search | Help

Location: atlanta, Ga 28

10t 25th Fo3th qoth

$57,5£+annually

Proportion of Incumbents
=

$40,118 £47,304 £67, 770 $?9,1'|1?
MR Raporbad dats a5 of March 2007 mMethodology
Fercentile 10th Z25th T5th Qth
Atlanta, Ga 2032499 F40,115 F47 2049 FE7.770 F70.217

Source: www.salary.com



B hicddie Altered Bank Statement

We make home possible™

Altered Bank Statement:

Correct Bank Statement:
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Straw Buyers

What is a “straw” or “nominee” buyer?

An individual used to serve as a cover for a
guestionable loan transaction

May be helping out a friend or family member

May be paid a fee for their involvement

Straw buyer never intends to own or occupy

Chosen for their ability to qualify for the loan

Used in combination with many other scams



Strawbuyer Recruitment

—
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The Cash-out Purchase

How is it done?

Schemer chooses a house that has been on the market for
$300,000 for an extended length of time

Schemer makes purchase offer for $400,000

Seller agrees to refund $100,000 difference back to the
buyer after closing

Appraised value is inflated to support $400,000
Seller is indifferent, as their sale proceeds are the same
Seller has sold his house, netting his “asking price”

Buyer purchases property with zero or nominal down
payment

Buyer pockets the $100,000



The Cash-out Purchase

Result:

Loan is usually a first or early payment default
The property goes into foreclosure

Red Flags:

Property may have been on the market for an
extended length of time

Alterations to purchase contract
Sale price higher than the listing price

Inflated appraised value



Closing

Questions?
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