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Mortgage fraud is committed Most Common Type of Mortgage Fraud
for one of two reasons Origination Scheme
. The classic property "flip."
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The Current State of the old Mortgage Fraud “Tools”

House recently sold for $1.75 on eBay
{Sold in October 2008 - Saginaw, Michigan)

Number of Violations of
Mortgage Related Fraud SARS
Fiscal Years 2003 - 2003
(10/1/2002— 9/30/2003) Nationwide

Mortgage Commercial
Fraud Loan Fraud

Number of SARs received
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Mortgage Fraud Stats
Fiscal Year 2008

FY 2008
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SARS in General

m Suspicious Activity Reports
—Tens of Thousands of SARS
— Billions of Dollars in Estimated Losses
@ Important Tool for FBI i
- Direct Resoufces
- Assist With Ongoing Cases
—Track Trends:

Dollar Losses Reported of
Mortgage Related Fraud SARS
Fiscal Years 2003 — 2009
(10/172002 - 9/30/2009) Nationwide

Dollar Losses n Millions

Mortgage Fragd  Commiercial

Doliar Losses Reported in Millians

Pending Mortgage Fraud Cases
Fiscal Years 2003 to 2009

FY 20032004 C# Godes: FY 2015.2008~ All 2938 25L8 205
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Steady Growth in Pending Cascs
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Mortgage Fraud Cases
Fiscal Years 2005 - 2009

FY2005 - FY2008 FY 2007 Fy 2008 Fv 2008

O ConvictionstPTO 8 Informationstindictments O Cases Pending

DataSaurees Compase updvied 16 * 319

FB! Mortgage Fraud Cases By Region

Southeast
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Northeast .
10%

South
Central
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North
Central
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Re-emerging Scheme: Builder-Bailout
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Where is the crime problem?

14 FBl field cffices reside in the top ten martgage fraud hotspots as idenlified
through intelligence from multiple source indicators.

+ Top 10 Morgage
Fraud Het Spots
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Emerging Schemes

FBI Always seeking to ID new Schemes
m FBI 2007 Mortgage Fraud Report

— Produced with the Assistance of the Mortgage
Industry

— ldentified Several Schemes

Emerging Scheme: Short-Sale Fraud
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' Re-emerging Scheme: Foreclosure Rescue Scams
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Default on House #1
Live in House #27

" 2007

Does the lender know about the 2™ Home?

Buy a new home at
Royal View; Get a second

~Royal View~ —Cltyscape~
» Gated Extava homes bn tha San PrguatVilley. = Brand New Homes in the leant of Excondwo.
weiows homes with pooly and RY Garager. » Spacsoun Hoorplam with Desgne:
Maovedn Readyt Open Dally
5 Tours Avallablel ?0m-6pm.
% www.michaclcrows.cam  Call 760.751-1212 |}

Mortgage Origination Fraud Results
Foreclosed/Abandoned Homes

Mortgage Crisis Reverses
Tide of Urban Renewal

B

Federat Reserve began a series of Fed Funds Rate
increasss. By June 2006, there will have been 17
consecutive increases raising the rate from 1% to

5.25%,
2006

I e et e T —————
December  The weakest Sub-Prime morigage originators begin to

fail; by December 2007, over 110 mortgage crigination
companies will have closed their doors.

April New Century (2* largest originator of Sub-Prime [oans)
filedfor bankeuptcy.
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Bear Stearns announced that invesiors in their Sub-Prime

hadge funds would receive little o no recovery; the two
funds had lost 90% of their vaiue.

August  RealtyTracannounced that foreclosures had risen 93%in
one year.

Wovember Goldman Sachs forecasted Sub-Prime losses for the
» financial seclor weuld reach $400 tillion.

2008

Bri o -
April Sub-Prime losses reached $232 billion and the IMF

estimated that financial institutions world-wide may face
losses of $345 billionover the next two years.
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Hold in
Porifolio/
Collect
Payments

HCLASSIFEDIFOUCLES

Secondary Market

W Investment Bank, Brakerage Heuse,
Trust

Real Estats lnvestment

Brokerages Fhma

urELASUACOFOUD

August

Sub-Prime Meltdown Timeline

Ralph Cioffi & Matthew Tannin are indicted and arrested on
Securities Fraud and Insider Trading charges related to the
failure of the Bear Stearn’s Sub-Prime based hedge funds.

IndyMac Bank, located Pasadena, California, became the
second largest Thriftin U.S. history to fait and be
assumed by the FDIC.

July

Investment houses begin to settle Auction Rate Securities
cases with a number of state regulaters.

September Wall Streel is radically transformed: Fannie Mae & Freddie
Mac are taken over, Lehman Brothers declares bankruptcy,
Bank of America purchases Merritl Lynch & a $700 billion
Bailout [s issued.
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SUB-PRIME COLLAPSE

o 80,2% of securitized sub-prime loans originatet during 2005 had adjustable

ates; 74,9% of these loans were 2/28 adjustable-rate loans.
® Theso ARMS had fixed morigage rates for the first two years after origination
and were subject to resctin 2007,
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Problems Related to Credit Contraction
! »Economy slows
Brokerage Houses + Reduced available credit for new development
= More difficult for people to obtain montgages
, Mortgage Lend « Refinancing opportunities are less avaitable
- »Financing becomes more expensive
*Reduced interest frcm forelgn investors in MBSs

Sub-Prime Probiems Related to Paor Undorwriting
Invesligations ~Increased number of foreclosures

I;ves!mcm_aa_ni; . . +Depreciating real estate values
;. +No room for 2quity withdrawals
Problems Related te Write-downs
» Stock market declines

_ Builders/ Developers * *Reductionsindividends
Real Estate Investment Trusts F - Increased need for capital infusions:
{sources include sovereign weallh funds)

$500 billlon as of Sopt ‘08
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Pressure at Mortgage Firm Led
To Mass App1 oval of Bad Loans
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[MHELPING SOLVE
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Future Concerns

HOUSING AND ECONONIC RECOVERY ACT (HERA)
- AREASOF CONCERN
| +$300 Bilion to Fund Refinancing of Morigages in Default;

+ S4 Billion to State and Local Communities to Redevelop Fareclosed and Abandoned

Froperties.

EMERGENCY ECONOMIC STABILIZAYION ACT (EESA)
AREAS OF CONCERN

+$700 Billion to Be Utiized by tha U.S. Depardment of Treasury to Address the Current Credit

Crisia}

«Troubled Assels Relief Program (TARP);

 Spectal Inspector Genersl - TARP;

« Equity Ownership in Financial tasttutions and Other Businesses;
*Restiucturing of Mertgages in Defauk/Underwater;

»Term Asset-Backed Securities Loan Faciity (TALF) « Waorking Group Established.

UICLASSIFIEDFOUOLES

FBI Statement to Congress in 2004

. @ “The potential impact of mortgage fraud on financial

" institutions and the stock market is clear. If
Sraudulant practices become systematic within the
morigage industry and mortgage fraud is allowed to
becone unrestrained, it will ultimately place financial
institutions at risk and have adverse effects on the
stock market.”

~ Chris Swecker, Former FBI Assistant Director, Criminal
Investigative Division, Introductory Statement: House
Financial Services Subcommittee on Housing and Community
Opportunity, Oclober 7, 2004,

Future Concerns

AMERICAN RECOVERY AND REINVESTMENT AGT (ARRRA)
AREAS OF CONCERN

+ $787 Bilion in Tax Breaks and Feders! and Skate Programs, including Education,
Transpostation and Olher Infrastiusture Programs;

«Anticipated Issues May Include Public Cosruption and Fraud Against Government.

UMCLASSIFIEDFOUQLES
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VALUE LOST IH THE S6P 500 (SINCE 2007 HIGH) - $6.27 TRILLION

1N QUARTERS FLOWING OVER RIAGARATALLS:
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How has the FBI responded? (cont.)

® Operation Malicious Mortgage
—Hundreds of Agents!
—Hundreds of Bad Guys!
—Billions of Dollars!
—Massive Asset Seizures!
—Long Prison Terms Expected!

LA Times 03/17/2009

® "Nearly a year after the FBI set up a task .

force in Southern California, the state has
dropped from fourth place to eighth for
mortgage fraud, according to a report
released Monday by the Mortgage Asset
Research Institute, a branch of data firm
LexisNexis.

$1,07 Bllllon
In estimated
losses

Atrosts Dofondants Convietions Sonlencings
Charged
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§eized Assets from Operation Malicious Mortgage

Forfeiture is always the Key

@ The bad guys always make laundering
criminal proceeds a high priority,

= Crime Doesn't Pay if they can’t use the
money.
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Seized Assets from Operation Malicious Mortgage
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United States v. Nikolai Tehin

Money Laundering/Mail Fraud Case
@ 14 Years in Prison for the Defendant

Demonstrates the Effective use of Money
Laundering Statutes used in concert with
Federal Sentencing Guidelines and
Enhancements.

- Vulnerable Victims, Multiple Victims, Loss
Amounts, Position of Trust/Confidence efc...

Aonce-prominent San Francisco lawyer convicted of stealing from his poor and

il sickly clients to support his luxurious lifestyle was sentenced Tuesday lo more
than 14 years in prison, after a federal judge upbraided him for disgracing the
legal profession. Nikolai Tehin “looked his victims in the eys,” U.S, Districl
Judge Vaughn Walker said.

“"Nick was ready for the worsl," said his alterney, Harold Rosenthal. "But he
suffers quietly.” For Rosenthal, however, the sentence came as a shock. "I'm
floored," he said. *"This is the longest sentence I'va ever had ane of my clients
receivein federal court.”

Once he was at the top, he couldn't afford 1o stay there. Financial pressure
"makes people do things they never would,” Rosenhal said, adding that his
client had already paid a heavy price for his crimes, including giving up his
license to practice law. "Mr. Tehin started at the bottom and will ultimately end
up at the bottam, " Rosenthal said. "He has no savings, no retirement. He's
impaoverished and is going to jail, And maybe he deserves it. I'm just asking yo!
to give him a litile light at the end of the lunnel.” .

‘Watker acknowledged Tehin's rags-to-riches story, but said his crimes called for
‘severe punishment. "l{ was an American success story," the judge said.
"Unfortunately, it was an American success story that has gone very wrong."

[SAN FRANCISCO
[14 years for lawyer who robbed clients .
[5tate from poor, disablad he represantsd to fivs In the lap of luxury an thelr monsy

[stacy Fn, Chenaccle Staff vinvee
uadnesday, Ased 20, 2008
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