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Problem

= 64% of all mortgage fraud is\income or
Identity related

= Harvested data can be manipulated

= Not stopping income or identity fraud
early in the underwriting process results
In wasted precious underwriting man-
hours




Solution

Verify — Verify/— Verify

The only true verification is from the
“source’

= |RS for income verification
= SSA for identity verification




Rapid Reporting’s Solutions
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The only true verification is from the “source”
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What infermation i1s available?

24-48 Hour Availability
Form 1120’s\(Corporate\tax returns)
Form 1040’'s (Personal tax .returns)

Form 1065’s (Partnership tax returns)
2-7 Business Day Availability

W-2 Information
1099 Information

*Three (3) years of each form are available per order.




IncomeChek Process:

" IRS Form 4506-T is completed

* Order submission
- Facsimile... with personalized order form
- XML/RPC... with field data & embedded docs

= Confirmation email upon receipt
= Online tracking & electronic posting
» E-mail notification of results posted
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Income Fraud Statistics

Prepared By Jim Griswold
(former QA Manager of North American Mortgage Company)
NAMC spent $484,680 to/process 32,312 4506-Ts
839 instances of fraud were detected

NAMC had an average fraud loss of $25,000 per
occurrence.

NAMC saved $20,975,000 in fraud losses

For every dollar spent ($484,680) a return of $43.27
was added to the bottom line
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What is the
Stated Doc/Income
Rrogram®?
= Allows users to confirm filing of tax

returns without viewing tax transcripts

= Confirms filing of Schedules C and/or E
were filed

= Allows lender to confirm income of
borrower IS over or under a stated dollar
amount
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ldentity-Theft Fraud
Statistics

Losses to business and'financial institutions are approaching $50

billion annually.
Federal Trade Commission & Gartner Inc. study, released/September 2003

In 2002, approximately 680,000 people became victims of identity
theft. That equals 1,863 per day, 77 per hour, and 1.29 per minute.

Gartner Inc. study, released September 2003

In 2003, approximately 7 million'people became victims of identity
theft. That equals 19,178 per day, 799 per hour, and 13.3 per

minute.
Gartner Inc. study, released September 2003

The incidence of victimization increased 15.5% between 2001-2002
and 80% between 2002-2003.

Harris Interactive study, released September 2003




Whatmakes up
DirectChek?

SSA Authentication from the SSA\database confirming
the name, SSN'and date of birth'as a “Match” or “No
Match” — results posted daily

lmfl Deathmaster search of the SSN — results posted real-time
2 OFAC list search of the name — results posted real-time

Tri-merge credit header report — results posted real-time
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DirectChek Process

= Secure, Web-based order entry

= Authorization form submission
- Facsimile
- XML/RPC authorization form submission

= Confirmation e-mail upon receipt of
authorization form

= Online tracking & electronic posting of
results

= E-mail notification of results posted
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A sampling of 828,810 SSA Verification transactions
submitted to Rapid Reporting revealed:

= 437,414 escalated their inquiry requesting SSN
authentication from the SSA

= 2561 SSA Deathmaster hits

» 15436 borrowers’ SSN’s were a “No Match” to the
SSA database.




Financtal Impact on
Portfolio

= Sample portfolio consists of 141,072 loans

= Assume average loan amountis $100,000,
portfolio value is $14,107,200,000

= 4.11% “No Matches” extrapolates to 5,798
“bad” loans




Am | already verifying
SSNs?

Not If you are getting,results in
real-time

Essentially, there are three/types of SSA verifications:

1. Mere sequence checks -validations
SSA High Group List; State & Date of Issuance

2. Credit repository or public database searches
Extrapolated from self-confessed identity usage

3. Direct matches against SSA database... DirectCheks
Authenticated using the SSA’s database

DirectChek reports includes all three!




Reasons for using
Rapid Reporting...
Established all programs with the SSA
and IRS
Industry Leader
HUD/FHA Approved
Personal Customer Service
Technology
Security
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