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For Arch Ml and Arch Ml For Credit Unions

Mortgage Fraud

Do Your Diligence

a MORTGAGE SKILLS course




Legal Disclaimer ¢ Arch | MI

Arch Mortgage Insurance Company is
providing this training to you for use as a
training tool only. These materials are not
intended, nor should they be relied upon
for any other purpose, including
underwriting actual mortgage loans
without independent verification and
testing by your in-house quality control
and/or compliance personnel or actual
preparation of documents, which may be
presented in the materials. All materials
presented are samples for illustrative
purposes only.
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What is Mortgage
Fraud?
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What is Mortgage Fraud? ¢ Arch | MI

= Mortgage fraud is a crime

of material misstatement,
misrepresentation or
omission on a loan, which
is then relied upon by a
lender.

® Fraud can occur at any
point during the
transaction, from inception
to funding.
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Mortgage Fraud J¢ Arch | MI

MORTGAGE FRAUD IS
INVESTIGATED BY THE FBI

Mortgage Fraud is investigated by the Federal Bureau of Investigation and is
punishable by up to 30 years in federal prison or $1,000,000 fine, or both. It is
illegal for a person to make any false statement regarding income, assets, debt,
or matters of identification, or to willfully overvalue any land or property, in a
loan and credit application for the purpose of influencing in any way the
action of a financial institution.

Some of the applicable Federal criminal statutes which may be charged in connection with
Mortgage Fraud include:

18 US.C. § 1001 - Statements or entrie
1010 - HUD and Federal Housing Administration Transactions

1014 - Loan and credit applications generalty

ud and refated activity in connection with identification documents
- Frauds and swindles by Mail

ictitious name or address

- Fraud by wire

- False Social Security Number

Unauthorized use of the FRI seal, nanie, and initiols is subject to prosecution under Sections 701, 709, and 712 of Title 13 of the United
States Code. This edviseancnt may not be changed or allered withowt the specific writien consent of the Federal Bureau of Investigation, and
s mot am endersement of amy product or servic.
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Impact of Mortgage
Fraud

Mortgage Fraud Statistics
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Fannie Mae Mortgage Fraud Tip Trends — Top

<M
Characteristics N Arch | MI

Income and Liabilities Comprise the Majority of Tips That Result In Recent Investigative Findings
Closed fraud tips with findings (rolling 12-month comparison)

B0L12022-Q42022 B QL2023-0Q4 2023

Loss Mitigation Fraud

Debt Elimination/Mortgage Elimination
Crigination Fraud - Other

Asset Fraud

Collusion

Forgery

Occupancy Fraud

Employment Fraud

[ Liabilities Fraud

Income Fraud

N
3 .:;f?
# A Flourizsh data visualization
https://singlefamily.fanniemae.com/mortgage-fraud-prevention, February 7, 2024
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Fannie Mae Mortgage Fraud Loan Trends — Most

Prevalent Finding

>y
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Income Continues to be the Most Prevalent Finding
Percentage based on loans with mortgage fraud investigative findings 2020 - 2023

2023 -

B Assets @ Credit @ Income @ Liabilities @ Occupancy @ Property B SSN @ Title @ Value

Occupancy 27%

13%

Liabilities

Assets

Value B 1%

2

Title
SSN

Property
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# A Fleurish data visualization

https://singlefamily.fanniemae.com/mortgage-fraud-prevention, February 7, 2024
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Mortgage Fraud

Categories
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Mortgage Fraud Categories ¢ Arch | MI

1. Fraud for housing.

2. Fraud for profit.

0" Arch MI Mortgage Fraud, Do Your Diligence 11

academy



Fraud for Housing ¢ Arch | MI

= Motivated by desire/need to purchase a home.

= May misrepresent loan application information,
e.g., inflate income or assets.

= Facts about the borrower or property are
omitted or altered and loan is approved based
on information disclosed and verified.

0.' Arch MI Mortgage Fraud, Do Your Diligence 12
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Fraud for Profit ¢ Arch | M1

= Motivated by money/greed.

= Schemes involve a pattern: two or
more mortgage loans, multiple
parties in various roles within the
mortgage industry.

= Elaborate scheme involves industry
insiders who know how to exploit
the mortgage system.

= No true intent to repay the
mortgage.
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Mortgage Fraud Categories ¢ Arch | MI

The 80/20 Rule

= 80% of mortgage fraud is for housing.

= 20% of mortgage fraud is for profit.

= 80% of fraud losses come from the 20%
group.
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Knowledge Check One ¢ Arch | MI

Is the following true or false?

= For mortgage fraud to occur, the fraud must
take place at the beginning of the transaction.
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Check Your Understanding One ¢ Arch | MI

The answer is false.

= Mortgage fraud CAN take
place at any point in the
transaction.
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Ways to Prevent

Mortgage Fraud
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Red Flags ™ ¢ Arch | MI

0" Arch Mi Mortgage Fraud, Do Your Diligence 18

academy



What Are Red Flags [™ ? ¢ Arch | MI

= Red flags are inconsistencies in the
information presented in a mortgage loan file.

= |tems in file that trigger questions.
= Not easy to detect.

= Something in the file that doesn't quite make
sense.

Arch MI .
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Loan File Review ¢ Arch | MI

= Review for inconsistencies.

= Are there missing pieces to the loan
story?

= Warrants additional scrutiny and
clarification.

Arch MI Mortgage Fraud, Do Your Diligence 20
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Ways to Prevent

Mortgage Fraud

Common Red Flags

$ Arch MI

academy



Common Red Flags ™

= Mortgage Application:

— Changes from handwritten
to typed.

= Sales Contract:

— Purchaser is not
the applicant.

= Credit Report:

— Duplicate Social Security
numbers.

— Death or fraud alerts.

Arch Mi
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Common Red Flags ™

= Employment and Income:

— Employer name similar to borrower name.

— Odd or missing withholdings.

— Year-to-date/past-year earnings are even dollar
amounts.

= Assets:

— Two-month average balance is equal to the
present balance on bank statement.

= Appraisal:

— Appraisal dated before sales contract.

— Owner is not the seller.

Arch Mi
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A Process for Handling Red Flags [ L:’;’»Arch \ MI
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Knowledge Check Two ¢ Arch | MI

= Do you know your company’s procedure for
escalating suspicious activity?
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Check Your Understanding Two

= |f your answer was “no,” be sure to take the
time to become familiar with your company’s
internal fraud procedure(s).
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Types of Fraud
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Some Types of Fraud ¢ Arch | MI

Employment o N\ Documentation
Fraud " <l Fraud

Liabilities B\ Occupancy
Fraud A Fraud

ldentity Appraisal
Theft Fraud

Arch Mi
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Income Fraud ¢ Arch | MI

What Is Income Fraud?

= Borrower’s income was either inflated or
fabricated.

= Most frequent type of mortgage fraud.

= |nternet makes it easier:

— Websites offer false verification of income
or employment, forged W-2's, or tax
returns.

Arch Mi
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Income Fraud — Red Flag Examples ¢ Arch | MI

= Year-to-date or past-year earnings are even dollar amounts.

= Withholding is not calculated correctly (check FICA tables).

= Withholding totals vary significantly from pay period to pay period.

= Pay period dates overlap and/or do not correspond with other documentation.
= Abnormalities in paycheck numbering.

= Handwritten VOE, pay stubs or W-2 forms.

= W-2 form presented is not the employee’s copy.

= Employer’s identification number has a format other than 12-3456789.

= High-income applicant without paid preparer.

= Applicant reports substantial income but has no cash in the bank. .

= Reasonableness test: Income appears to be out of line with the type of employment.

Source: https://singlefamily.fanniemae.com/mortgage-fraud-prevention
Arch Mi
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Income Fraud Exampl
ple #1, Proof of Income ¢ Arch | MI
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Income Fraud Example #1, Proof of Raise LC’;‘»Arch \ MI

ABC Company Inc.
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Income Fraud Example #1, Comparison ‘:’;'rArCh \ MI
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. ABC Company Inc.
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Employment Fraud ¢ Arch | MI

What Is Employment Fraud?

= The misrepresentation of the length, status
or existence of a borrower’s employment.

= Second most common type of mortgage

fraud.
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Employment Fraud — Red Flag Examples }_:’;'»Arch \ MI

Applicant’s job title is generic (Manager, Vice President).

= Employer’s address is a post office box, the property address or applicant’s current residence.
= Applicant’s residence is (will be) in a location remote from employer.

= Employer’s name is similar to a party to the transaction; e.g., uses the applicant’s initials.

= Employer cannot be contacted.

= W-2 form presented is not the employee’s copy.

» Employer’s identification number has a format other than 12-3456789. .

= Self-employed applicant does not make estimated tax payments.

— Source: https://singlefamily.fanniemae.com/mortgage-fraud-prevention
rc
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Did You Know?

FICA = Federal Insurance Contributions Act

1. 6.2% Social Security tax.
2. 1.45% Medicare tax.

3. .9% Medicare tax surtax for earnings
>$200,000.

Arch Mi
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What’s Important to Check on Earnings Statement

The Social
Security Tax
deduction
should be 6.2%
of the Gross
Pay.

$2,673.24 X
6.2% = $165.74

s Arch MI
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EARMNINGS STATEMENT

i T T O
e [T o ;4
Piviod Ending DEINII22
Pay Dt 06202022
ARCH TECHNOLOGY
1436 PINE STREET
DALLAS, TX 75201 TE nmnu:nsnuﬂc ::HKS
222 GROVE ROAD
. ks Waried IRVING, TX 75014
Exemphons ilayances
Federal 3
Siale 3
Social Sacurity Number. X00.)0(-2345
rate hrs this period yeartodate  Other Benelits
267342 8567 267324 3032579 Anfonmation Thig perion ot 1o date

Gross Pay 267324 30.325.79

Statutory

et Pay 2,068 76

*Excluded from federal taxable wages

Your federal taxable wages this period are 5T 673.42

¢ Arch | MI

The Medicare
Tax deduction
should be
1.45% of the
Gross Pay.

$2,673.24 X
1.45% = $38.76
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Social Security Wage Base

= Social Security Administration changes the Wage Base annually.

= \Wage Base is the maximum amount of earnings that are subject to social security tax
withholding each year.

¢ Arch | MI

_ - _ ] ) _ Maximum Total
Maximum Social Security Maximum Social Security i :
Year Wage Base = Increase = s = Confribution to Social +
Employee Share Employer Share )
Security

2024 $168,600 2.2% $10,453.20 $10,453.20 $20,906.40
2023 $160,200 9.0% $9,932 40 $9,932 40 $19,864 80
2022 $147.000 2.9% $9,114.00 $9,114.00 $18,228 .00
2021 $142 800 37% $8,853.60 $8,853.60 $17,707.20
2020 $137.700 36% $8,537 40 $8,537 40 $17,074 .80
2019 $132,900 3.5% $8,239.80 $8,239.80 $16,479.60
2018 $128,400 0.9% $7.960.80 $7.960.80 $15,921 60
2017 $127,200 7.3% $7.886.40 $7.886.40 $15,772.80
2016 $118,500 0.0% $7.347.00 $7.347.00 514,694 00
2015 $118,500 1.3% $7,347.00 $7.,347.00 $14,694.00

Arch Mi
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Source https://en.wikipedia.org/wiki/Social_Security Wage_Base
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W-2 Wage and Tax Statement Example :&:’;’»Arch \ MI

a Employee’s social security number This information is being furnished to the Internal Revenue Service. If you
are required to file a tax return, a negligence penalty or other sanction
OMB No. 1545-0008  ay be imposed on you if this income is taxable and you fail to report it.

b Employer identification number (EIN) 1 Wages, tips, other compensation 2 Federal income tax withheld
FO r 2 02 3, t h e Employer's name, address, and ZIP code » 3 Social security wages 4 Social security tax withheld
o . b
m aXl m u m soc I a I 5 Medicare wages and tips 6 Medicare tax withheld .
. < There is NO cap on
Securlty wages are 7 Social security tips 8 Allocated tips .
$160,200. Th Medicare wages.
’ : e Control number 9 10 Dependent care benefits
amount reported in , ___
Employee's first name and initial Last name Suff. | 11 Nongualified plans 123 See instructions for box 12
Box 3 should never i
13 Slalm;yc glmimmqnl Th»':nl;up;rly 12b
. emj an sict ¢
be higher than the W i
14 Other 12!:
wage base. P
1 2d
f Employee's address and ZIP code
15 State Employer’s state ID number 16 State wages, tips, etc. | 17 State income tax 18 Local wages, tips, etc.| 19 Local income tax 20 Locality name
Department of the Treasury—Internal Revenue Service
— w-2 Wage and Tax Statement
Copy C—For EMPLOYEE'S RECORDS
(See Notice to Employee on the back of Copy B.)

“’ gcchalvudemy Mortgage Fraud, Do Your Diligence 39



Nine States Do Not Have Income Tax

Arch MI .
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. Alaska.

Florida.
MT ME
OR MN
Nevada. o n w A mvﬂm
WYy CT\Rl

New Hampshire. 1 e A PA

NJ
CA ur © IL IN OH '\\':\""DE
KS MO Ky VA MD
South Dakota. -
Tennessee o w ol sc
‘ Ms AL GA

. Texas. i“ L
. Washington. \ HI

. Wyoming.
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Did You Know? ¢ Arch | MI

o o . — \ (
Employer Identification Number (EIN) / \ \\/ g
Tax Identification Number.

EIN format: 12-3456789

= Business owners need EIN to:

— Open business bank account(s),

— Apply for business license(s), and “““\‘oe‘
n(\ﬁ'\ca'(‘o“ :
— File tax returns. e N
e( \d ,\§>
-' gcchaMIdemy Mortgage Fraud, Do Your Diligence 41



Example

¢ Arch ‘ MI

Arch Ml
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a Employee's social security number

OMB No. 1545-0008

This information is being furnished to the Internal Revenue Service. If you
are required to file a tax return, a negligence penalty or other sanction
may be imposed on you if this income is taxable and you fail to report it.

b Employer identification number (EIN)

12-3456789

¢ Employer's name, address, and ZIP code

X 0
£ NG forma o \©
b el of A\ nst
d Control number i ’Y ) \«OV\

e Employee’s first name and

f Employee's address and ZIP code

1 Wages, tips, other compensation 2 Federal income tax withheld

3 Social security wages 4 Social security tax withheld

5 Medicare wages and tips 6 Medicare tax withheld

Suff.

7 Social security tips 8 Allocated tips
9 10 Dependent care benefits
11 Nongualified plans gh See instructions for box 12
: |
WS [ mee
o
O i |
14 Other 12::
: |
12d
H
: |

15 State Employer’s state ID number

16 State wages, tips, etc.| 17 State income tax

......... N NI N SS—— E——— | ——

18 Local wages, tips, etc.| 19 Local income tax 20 Locality name

s w-z Wage and Tax Statement

Copy C—For EMPLOYEE'S RECORDS
(See Notice to Employee on the back of Copy B.)

Department of the Treasury—Internal Revenue Service

Mortgage Fraud, Do Your Diligence



Documentation Fraud ¢ Arch | MI

What Is Documentation Fraud?

= The falsification, modification or
alteration of documents relied upon
to make a mortgage decision.

Arch Mi
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Documentation Fraud — Red Flag Examples }_:’;'rArCh \ MI

Altered bank statements.

Modified or fraudulent documents.

= Misrepresentation of employment.

Falsified credit scores.

Omitted information or documentation.

Ny
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Asset Documentation Fraud — Red Flag Examples }_:’;'rArCh \ MI

= Down payment source is other than deposits (gift, sale of personal property).
= Applicant’s salary does not support savings on deposit.

= Applicant does not use traditional banking institutions.

= Pattern of loyalty to financial institutions other than the subject lender.

= Balances are greater than the FDIC or SIPC insured limits.

= High-asset applicant’s investments are not diversified.

= Excessive balance maintained in checking account. -

= Dates of bank statements are unusual or out of sequence.

= Recently deposited funds without a plausible paper-trail or explanation.

- Source: https://singlefamily.fanniemae.com/mortgage-fraud-prevention
rc
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Asset Documentation Fraud — Red Flag Examples }_:’;'rArCh \ MI

= Bank account ownership includes unknown parties.

= Balances verified as even dollar amounts.

= Two-month average balance is equal to present balance.

= Source of earnest money is not apparent.

= Earnest money is not reflected in account withdrawals.

= Earnest money is from a bank or account with no relationship to the applicant.

= Bank statements do not reflect deposits consistent with income. -

= Reasonableness test: assets appear to be out of line with type of employment,
applicant age, education, and/or lifestyle.

— Source: https://singlefamily.fanniemae.com/mortgage-fraud-prevention
rc
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Fraud Example #2, Bank Statement ¢ Arch | MI

CUSTOMER STATEMENT

B R ',—'*" e = ' e e . SRR, " L ey o gl 3
ank Stat.ement Interest Checking XKO0OB77 $1,30865 $4,000.74
Provided to Savings 033 $28,504.26 $29,101,84
Underwriting: S - e S :mm————-m“
L Totsl Account Balances: §27,183.06 633,614.00 )

CUSTOMER STATEMENT

" AccountNumber ~ Boglaning Balince  Ending Balance
Bank Statement: i xuood033 $1,804,25 §49,401,84
Goazo o848 ‘
Tetel Acccunt Bo'erosa: .("-17.1“ $23,514.00 >
. — M
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Fraud Example #2, Bank Statement

Bank Statement
Provided to
Underwriting:

Actual Re-Verified
Bank Statement:

Arch Mi
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"" Arch ’ MI

Statement Summary
Current Current Year-to-Date
Account Number/ Name Balance Dividends .D;vidan(h
1/ PRIMARY SHARE 15,036.45 0.00 0.00
&/ TCU SHARE DRAFT 111.78 0.00 0.00
Total W 0.00 0.00
ﬁu____* 4
r Slatement-Summary S
Current Current  Yeanrto.Date
Account Number/ Namoe Balance Dividends Dividerds
1/ PRIMARY SHARE A5 0.00 0.00
& TCU SHARE DRAFT 11170 0.00 0.00
Total 148, /f/
- 23 0.00 0,00
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Fraud Example #3, Bank Statement

‘“ Arch ‘ MI

Bank Statement
Provided to
Underwriting:

Actual Re-Verified
Bank Statement:

Arch Mi

‘l academy

ASSETS
Checking & Savings

ACCOUNT BEGINNING BALANGE / ENDING BALANCE
THIS PERIOD THIS PERIOD
Chase Total Checking 000000851 760846 $3,477.07 $3,766.65
Chase Savings 0C0003028669916 81,086.55 64,245.32
Total $64,563.62 $68,000.97
TOTAL ASSETS $64,563.82 $68,000.07
Bank Statement Verification /
Account Number

As of Date

Balance

HESES R RE 9640

02/08/2023

$3,765.85

Bank Statement Verification

Accoiunt Number

As of Date

Balance

THHHHHER AR 0016

02/08/2023

\

$24,245,32
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Red Flag Activity One
Verification of Deposit (VOD)

Arch Mi

Mortgage Fraud, Do Your Diligence 50
‘l academy



Activity One — Spot the RED Flags [™ LC’;‘rArch \ MI

I
T Contily that Tis varffication Nas boen senl directly 10 the bank of depasitory and has not passed though tho hands of th espplicant or any other party.
3. Sgnatwe of lender 4. T 5. D 6. Lender's No. (Optionall

A, PROCESSOR 05/19/2023

7. Wnfanmnaton Ta Ba Verfied
Type of Account Account In Name of Account Number Balonce
CHECKING JOHNATHAN KNIGHT 016573573 6.500.00

Ta:rdurIM-mmm-mmunm-qm--mhmmm‘mh-mm You aee suthoraed
800 10 8u0BlY the lende: igentified Bbovs with the Informetion recessied ™ ems 10 Ihough 13. Your resporse i wolely 3 maner of courfesy for
mmmmhmmu_wmmﬂmm

o Fame 4rd Addraas of Aopiceniin) § Spoatus of Appieantt)
PETER KENT Il SSN: 346.34-8848 SEE ATTACHMENT
34N, WALER
CHICAGO, IL 60851

To Be Comp! by Deposit
Part Il — Verification of Dcpolherv
10 Tepos 1 Aczounts of Appicamis)

Typa of Account Account Numbse Cument Batence Previous Two Montha Dawe Opened

Cheching OIGH DS 74 1 JIR. a8 |1 Lo 9l

7 Toans Ouistanding To Appicantis)

Ingraienar MNumber of

Loan Humber Dste of Loan Orignal Amount | Cumeat Balance | (Monthey/Quariedy] Secured By Late Payments

L 4 L] por

] T 0 oo

¥ " ¥ bt
12m“m:{mum«mmmﬁiﬂunmﬁmmiﬁ—mmmmuu
T2 1 the name(a] on The 8coountis] diar rom those Med In fiem 7, pietse Supply 11 NO#iR) O INe SCCOURIIS) £3 IWARCIAD by Youl wcords.
:mwﬁmn m«:mzmd mmm.,'”"“s.":'m the US.DA, mumAcwm
the HUD/CPD Assistant Secratary.
'—ﬁwu.ommmmum 15. Title (Miease print o typel 6. Ome

17. Plaase print of type name signed in item 14 18. Phone No. ¢ Ee 05/19/2023

Liso  Lowe, o3~
Arch Mi
‘l academy Mortgage Fraud, Do Your Diligence 51




Activity One — Answer

Arch Mi

~= I academy

! his. senl 10 the bank of depasitory and has not passed
Signavaie of lender & T
SA, PROCESSOR
7. Wnfanmnaton Ta Ba Verfied
Type of Account Accouns in Name of  Rumbe
CHECKING JOHNATHAN KN_I@HT 916573573 8,500.00

Te | /Wi hae moplied for & Nean and wlated 8 mry Beancisl sanemen: that 1he BEANCE on depostt with you i & shown above. You are vthoraed
umm-ﬂhunm“m”mmnnuw‘hm|omanmumamdmwh
wihich no regpontdity & snuched 1o your msthuion of any of vour officen.

[ Wame ard Acareas of Asicenin T ot of Appieanin]
PETER KENT Il, SSN: 346-34-8848 SEE ATTACHMENT
34N WALEA
CHICAGO, IL 60651

To Be Complated by Depository
Part Il — Vaerification of Dspository
10 Depost Asounts of Appicantis)

Typa of Account Account Numbe: Cunent Balence Pravious Two Montha Daws Qpened

le:hmg GIGF s 24 |11, 7. a5 | oo Al
]

T Toans Ouistanding To

Irsuimary Number of
Loan Humber Dste of Loan Orignal Amount | Cumeat Balance | (Monthey/Quariedy] Secured By Late Payments
L L L] por
¥ T 0 o
W 0 U b
T2 Fioase ichids sy 3B onal miormanon yich My 58 O SSHBNCE 11 determinalion of crodi worlhness. (Peiss Inchucs INOTMESoN O Ians paid in fol

in lem 11 above. )

T2 1 the nemelz] on The B00ountis) Giier From thoss laed In fiam 7, pietss SUpDly (74 NAM#(A) O 1he SCCOUNTIS) £3 WARCIAD by You! ecoms.

Part Ill — Authorized Signature - Federal siatuies provide Svers peralies for any traud, ntentions! Misrepresentstion, of criminal conivance
or wﬂmnwm T e o savsnce of oy Gotrenty O meomncs oy T VA Sacwiary, 6 U.5.0.A., FMAIFHA Commasions, o
the HUD/CPD Assistant Secrotory.

T4, Signatuee of Deporiory Roprasentaie 15. Title (Piease prnt O type)  Dote

17. Please print ot type nams signed in item 14 18. Phone No. ee 05/19/2023

Lisa  Louvse 63~

LC’;'» Arch ’ MI
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Red Flag Activity Two
Verification of Employment (VOE)
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Activity Two — Spot the RED Flags [™ }.:’;’»Arch \ MI

Part Ill ~ Verification of Previous Employment
21. Date Hred 23, Salary/Waae ot Termination Per (Yaar) (Month) (Waek)
22 Date Termnated Base __________ Oversme " Borus.

24. Reason 10r Loivirg la.Pu-mm

Pln IV — Authorized Signature - Federal statules provide severe penslties for any Traud, b
mwmmudwpuumol insurance by the VA Secretary, the U.S.D.A., FthAﬂGHACnmm-onu,

purposed 1o
“HU /CPD Assistant

Request for Ver

Part | — Request
k¥t 1. Ta IName and address of employer] 2. From (Name and address of lander)
‘gg Deerborn American Tractor Supply Capitol Morigage, Inc.
sy P.O. Box 2388 170 10th Ave.
'E Folsom, CA 05782 Sacramento, CA 94162
1 Y 1 cantify that this venfication has been sent directly to tha empioyer and has not passed through the hands of the apolicant or any other interested party.
{ i A 3 Signature of Lender 4. Title 5. Date 6. Lender's Number
1Optional)
: l§' a Credit Analyist 02/11/2023
1 g%g 5 1| have sppled for 3 morngage loan and stated that | am now or was formerty employed by you. My signature below of this
B _i 7. Name and Address of Appicant incude empioyes of Dadge Number) 8. Signature of Applicant
] Lamy Deerbomn
i%; §! 27 Sunset Ave. Sacramento, CA 04582 See Miachad
-8R ’;E Part |l — Verification of Present Em ment
Ii!_ s 3 9. Appicant's Date of Employment 10. Present Position 1. Probabiity of Continued Employment
i; i 3 02/06/2018 Manager Good
- 3 E% g' 124 Current Gross Base Pay (Enter Amount snd Check Perod) 13. For Miitary Personnel Only 18, H0 o v T Apicble,
c E‘ Annual Hourly Pay Grade Is Its Continuance Likely?
ol izEs| 52 ) Monnly Othee (Spacity) Trpe WMonthiy Amoant Overtme Yer @ No
I|zz5¥ i! $ 1480 G ey Barns . B
E 3 2; 120, Gross Earvings i) ' T6. 1 pard hourly — averege hours pet
o g ] fz Tyoe Year To Date | Past Year 2020 | Past Year 2021 Ratiors 0 week
'E. s’.§_ -E o PRhi o 16. Date of appicant’s naxt pay increase
d Base Py s ¢ 110,000.00 | ¢ 156.000.00 | pgrsra '
1S y
£ ° g‘ : 02/06/2023
w 'sfg ; ; Owertime. s s s . . 17. Projecied smount of next pay increase
HEEI T 1D 5%
‘6 "l§ i’ Commissions | ¢ % s Pro Pay v 18 Date of appicants last pay incresse
g r li P 02/06/2022
= §2 '!i Bonus s s s Combet i T, Armount of e piy InCreese
=] 2 i;
= i Es 22 Tout s 000 s 110.000.00 | 4 166.000.00 | Hiomarce | & o%
8 ‘ifz ;;’ 20.Remarks [ empioyee was off work for any length of time, plesse indicate tme pericd and resson]
HiHE
Elnn i
iu‘g‘ £:1
10 i
3= 2
{1
831 VA E
£ i| & 5
§s§ ji!
29| 3aF
= F1
i !
;:ig
52| 2

@ Fannie Mae

6. Signatum of Empioyer 27. Tiske {Pisace print or type) 28 Oate
CdunGmiva HR Specialist
02/10/2023
29 Print o Tk nlend sicred 0 iem 26 30 Prore No.
Eileen Carnio
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Activity Two — Answer

20.Remarks [ employee was oM work for any length of time, plesse indicate tme pericd and resson|

Part Ill ~ Verification of Previous Employment
21. Dave Hred 20, Salery/Waae st Termination Per [Year) (Month) (Week)
22. Date Tormnated Base . Ovewme " Bonus

24. Reason tor Lowvieg Iarmmm

Part IV — Authorized Signature - Federal statules provide severe penalties for any Traud, intentional misrepresentation, of crimingl connivance
of col Y purposed 10 influence the issuance of any QUaranty of INSUMENCcE by the VA Secretary, the U.S.D.A., FmHA/FHA Commissionar, of
the HUD/CPD Assistant Secretary.

| ETT %%_W 2. From (Name and address of lender)
e - gg Deerborn American Tractor Supply Capitol Morigage. In.
Y-o\‘( . E. d P.0. Box 2368 170 10th Ave.
oo i |_Folsom, CA 05762 Sacramento, CA 04182
(}\\Ioge OV\\(/&\\\\& ‘E' leemwmulh:nrmunnubmmtumwmmnmmmmlwmwnmmdumwtwuvewfmww.
oS ol o nder | 2,5 P o e S
6\(\{\?\0\’\6‘( 0\V\d\w‘(\k &\ \& )(\/\6 \ \1\6‘( §§; 1 for 8 loan and that | am now or was empiloyed by you. My sgnature below of this
%\OV\ \ﬂ/y 0\\\(\6 CW\? o) v 2l oaf 7. Name and Address 0f ARICant (InchuG® SMPIOYEs O DAGgE Numbse) B Signaturs of Appiicant
QV\@S ()\ N 5 0 /\)066 'k\/\e/ \IGV\&\O‘( %O igg S! 27 Bt o B, CA, D482 SnE ot
. B art || — Verification of Present Emplo
6\0)\/\6 G\N\?\O\J\a‘( 6\/\\‘( &\/ b ! V\{\@V\)(/z' Eg g E : AaJLml‘:,D-T':i.Ei:vbw:-m 10. Present Posiion 71, Frobabiity of Contined Employment
Srow o 0¥ . poM %3 <1 02/06/2023 Manager Good
0\\\\& =1 wo O% % ;{ V2A. Currert Gross Base Pay (Emer Amount snd Check Period) 13 For Wkiary Parsonnal Orly +8. 1 Crerrie i Somtin o Ariiicible
V\O‘(W\ o ’g\OO\’Y\O EE ‘; Anoual Hourly Pay Grade " la 1s Continmnce &:NI‘ ’

\IG‘(\ z; E; , 140388 : r-';v Other (Specity) Type Monthly Amount mp. ;: 2 a
gz E Tyve Year To :“. - ‘:‘a:':ar 2020 | Past Year 2021 ::: ' : = :"‘T’ e e e
ié §§ Base Pay :«... + 110,000.00 | ; 158.000.00 | Fidnre” s 14 oo e g e e e
H g : ' e : 02/06/2023
8s 2 Overtime s | s $ — . 17. Projecied smount of next pay iNCreass
g E OMMIBRONS s Pro s 185:m of ’'s last pay ncrease
H l %i £ : ! OW:‘ = ' 02/06;;:;2"
Bs :i Bona s s s Combat 18 Amount of last pay increass
EE §§ i 4 0.00 s 110.000.00 | 5 156.000.00 | Aramenca ™| o%
v B
el 31
H gé
HHE1
gz ix
H ; E
1 ik
i
H
i

Privacy Act Notice: This informaton & 1 be used by tha agency colecting 1 or Its assigness in determining whather you quaitly e &
Instruetions:  Lender ~ Compinte itwme | Ivough 7. Hiwe spplicant compigte item B FOraarg directy 10 empioyer named in item 1

Request for Verification of Employment
HUD/FHA); by 42 USC, Secton 14520 (if HUD/CPDI; and T 42 USC. 1471 et seq., or 7 USC, 1521 at. seq. 0f USDA/FmMA)

@ Fannie Mae

6. Signaturs of Employer 27. Titke (Piaase print or type) 28 Date
CdunGmiva HR Specialist
02/10/2023
29 Print o Tk nlend sicred 0 iem 26 30 Prore No
Eileen Carnio

Arch Mi
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Red Flag Activity Three
Pay Stubs
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Activity Three — Spot the RED Flags ™

i\nechanical Engineering Inc. 10 Leigh Place, Boston MA

Check No. | Emp No. | Employee Name Soc Sec No. Fed Ex State Ex | MS Period Ending
00393 1222 Craig Johnson 026-28-4937 0 0 S 09-15-2023
Earnings
Description Hours Earnings Description Amount Y.T.D. Description Amount Y.T.D
HOURLY 40 | 00 700 | 00 FLT 139 | 82 3076 | 04

F.I.C.A 58 | 78 1249 | 16

STATE 42 |1 04 924 | 88

CITY

OTHER
Current 40 | 00 700 | 00 Total 238 | 64
Total Deductions

00 461 | 36 Detach and retain this statement

Mechanical Engineering Inc. 10 Leigh Place, Boston MA
Check No. | Emp No. | Employee Name Soc Sec No. Fed Ex State Ex | MS Period Ending
00393 1222 Craig Johnson 026-28-4937 0 0 S 09-15-2023
Earnings
Description Hours Earnings Description Amount Y.T.D. Description Amount Y.T.D
HOURLY 40 | 00 700 | 00 ] 139 | 82 3215 | 86

F.I.C.A 58 | 78 1305 | 94

STATE 42 | 04 966 | 92

CITY

OTHER
Current 40 | 00 700 | 00 Total 238 | 64
Total Deductions

00 461 | 36 Detach and retain this statement

g/ academy
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Activity Three — Answer

echanical Engineering Inc. 10 Leigh Place, Boston MA
Check No. | Emp No. | Employee Name Soc Sec No. Fed Ex State Ex | MS Period Ending
00393 1222 Craig Johnson 026-28-4937 0 0 S 09-15-2023
Earnings
Description Hours Earnings Description Amount Y.T.D. Description Amount Y.T.D
HOURLY 40 | 00 700 | 00 FLT 139 | 82 3076 | 04
F.I.C.A 58 | 78 1249 | 16
STATE 42 | 04 924 | 88
CITY
OTHER
Current 40 | 00 700 | 00 Total 238 | 64
Total Deductions
00 461 | 36 Detach and retain this statement
Mechanical Engineering Inc. 10 Leigh Place, Boston MA
Check No. | Emp No. | Employee Name Soc Sec No. Fed Ex State Ex | MS Period Ending
00393 1222 Craig Johnson 026-28-4937 0 0 S 09-15-2023
Earnings
Description Hours Earnings Description Amount Y.T.D. Description Amount Y.T.D
HOURLY 40 | 00 700 | 00 ] 139 | 82 3215 | 86
F.I.C.A 58 | 78 1305 | 94
STATE 42 | 04 966 | 92
CITY
OTHER
Current 40 | 00 700 | 00 Total 238 | 64
Total Deductions
00 461 | 36 Detach and retain this statement

g/ academy
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Red Flag Activity Four
W-2 Wage and Tax Statement
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Activity Four — Spot the RED Flags [™ }—:’frArch \ MI

a Emoloves’s social securitv number Minfamaggnﬁgnguuuﬁmmnlmmnwﬂﬁmﬁgnm
222-11-1243 OMB No. 1545-0008 10 e o i e ncore s toxaie ane you Fall 1 epert K.
b Emolover identification number (EIN) 1 Wagss, tips, other compensation 2 Faderal income tax withheld
'113-13389 133926.51 24957.70
¢ Employer's name, address, and ZIP code 3 Social security waaes 4 Social security tax withheld
Hurricane Hunters LLC — 133;?35-51 . 7960.80
th icare wages and tips Madicars tax withheld
788 East 46" Street 135062.59 1958.41
Greensboro, NC 27401 7 Social securfty tips 8 Allocated tips
d Control number 9 Verification code 10 Dependent care bensfits
af23-d2fe-aldd-924n
© Employee's first name and initial Last name Suff.| 11 Nonqualified plans 22- See instructions for box 12
Stacey Cover i D] 1136.08
18 Haven Place O] 0 ] i DD | 9080.40
Virginia Beach, VA 23454 14 Other 120
i
12d
f Employes’s address and ZIP code -
15 saw  Employer's state ID number 16 Stato wagoes. tips. otc. | 17 Stateincomatax | 18 Local wagos. tips, otc. | 19 Localincomatax | 20 Locaizy name
VA J 3046195025R008 133926.51 7199.68
Wage and Tax Department of the Treasury— Intemal Revenue Service
Form W'z Statement Safe, accurate,
FAST! Use

Copy C—For EMPLOYEE'S RECORDS (See Notice to
Employee on the back of Copy B.)

Arch Mi
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Activity Four — Answer

a Emolovee's social securitv number

This information is being fumished to the Internal Revenue Service. If you

Hurricane Hunters LLC
788 East 46™ Street

222-11-1243 OMB No. 1545-0008 o B LRS Lo e i ths incorae s taxdole ane you ol 80 eport I
bEmwaﬂuﬁonmmw(ElN] 1 Wages, tips, other compensation 2 Federal income tax withheld
'113-13389 133926.51 24957.70
© Employer's name, adaress, and ZIP code 3 Social security wages 4 Social security tax withheld
133926.51 7960.80

--m

5 Madicare wages and tips 6 Madicars tax withheld
135062.59 1958.41

1 Employee’s address and ZIP code

Greensboro, NC 27401 8 Allocated tips
d Control number 9 Verification code 10 Dependent care bensfits
af23-d2fe-aldd-924n
© Employee's first name and initial Last name Suff.| 11 Nonqualified plans 120 Ses instructions for box 12
i D| 1136.08
Stacey Cover T e e [
18 Haven Place O] ' 0 ] ¢ DD | 9080.40
Virginia Beach, VA 23454 14 Other 120
i
12d

I

15 suw  Employers state ID number 16 Stato wages, tips, etc.
VA J 3046195025R008 133926.51

17 State income tax 18 Local wages. tips, etc. | 19 Local income tax 20 Locaity name

7199.68

Wage and Tax
Form W'z Statement
Copy C—For EMPLOYEE'S RECORDS (See Notice to
Employee on the back of Copy B.)

Arch Mi
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Department of the Treasury —Internal Revenue Service

Safe, accurate,
FAST! Use
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L:’;'r Arch ‘ MI

Types of Fraud (Continued)
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academy



Liabilities Fraud ¢ Arch | M1

What Is Liabilities Fraud?

Undisclosed

Disclosed

Arch MiI

g/ academy
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Liabilities Fraud Example N¢ Arch ] MI

= Car loan for XYZ Company is on the credit
report.

= Borrower did not disclose XYZ Company car loan
on the loan application.

= When you add the undisclosed XY Company car
loan liability causing the ratios to increase.

0' Arch Mi Mortgage Fraud, Do Your Diligence 64
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Liabilities Fraud — Red Flag Examples }_:’;'»Arch \ MI

= Liabilities are shown on the credit report that are not on the mortgage application.

= Length of established liabilities shown on credit report is not consistent with the applicant’s age.
= Liability patterns shown on the credit report are inconsistent with income and lifestyle.

= All tradelines opened at the same time.

= Significant liability differences between original and new or supplemental credit reports.

= Recent credit inquiries by non-mortgage loan companies, student loan lenders, auto loan finance
companies, etc.

= Deposits to bank accounts that appear to be loan proceeds from another
financial institution.

= Undisclosed, recurring payments on bank statements, such as IRS payments or .
family support payments.

Source: https://singlefamily.fanniemae.com/mortgage-fraud-prevention
Arch Mi
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Occupancy Fraud ¢ Arch | MI

What Is Occupancy Fraud?

= A borrower obtains a mortgage for a second
home or an investment property, but states

on the loan application that the property will
be their primary residence.

$ Arch MI

academy
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Occupancy Fraud ¢ Arch | MI

What Is Reverse Occupancy Fraud?

= A borrower claims to use a property as an
investment to generate more qualifying income.

= Can occur when occupancy is primary residence
or second home.
= Common characteristics:

— Subject property is sold as an investment property.

— Borrowers are first-time homebuyers with minimal or no
established credit.

— Borrowers have low income but significant assets.

— Borrowers present “rent-free” letters stating they are not
paying rent to live in their primary residence.

Arch Mi
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Occupancy Fraud Example ¢ Arch | MI

= |Loan application indicates subject property
occupancy is primary residence.

= Borrower indicates current residence will be
used as a rental.

= Subject property is located on same street as
borrower’s three other investment properties.

TwpORTANT!

nwso,
¢k doesn ¥ male 50
o\(/\@g\'\o\/\ .
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Occupancy Fraud — Red Flag Examples ¢ Arch | MI

Purchase Transactions

= Real estate is listed on application, yet the applicantis a renter.

= Applicant intends to lease current residence.

= Applicant is downgrading from a larger or more expensive house.
= Sales contract is subject to an existing lease.

= Occupancy affidavits reflect applicant does not intend to occupy.

= New homeowner’s insurance declarations page is for a rental property.

= Subject property is located on the same street as the borrower’s three other .
investment properties.

Source: https://singlefamily.fanniemae.com/mortgage-fraud-prevention
Arch MI
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Occupancy Fraud — Red Flag Examples ¢ Arch | MI

Refinance Transactions

= Rental property listed on the application is more expensive than subject property.

Different mailing addresses on applicant’s bank statements, pay advices, etc.

Different addresses reported on credit report.

Appraisal reflects vacant or tenant occupancy.

Occupancy affidavits reflect applicant does not intend to occupy.

Ny

- Source: https://singlefamily.fanniemae.com/mortgage-fraud-prevention
rc
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Identity Theft LC’;'rArch \ MI
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Identity Theft ¢ Arch | MI

= Borrower identity theft is the act of
unlawfully using one or more pieces of
another individual’s personal identifying
information to obtain a mortgage.

0” Arch Mi Mortgage Fraud, Do Your Diligence 72
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Identity Theft LC’;'rArch \ MI

What Can Identity Theft Look Like?

Account Takeover: Application: . ;
= Court records. = True name.
= Quitclaim. = Credit application.

= Assumes identity.

= Refinance.

Arch Mi
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Identify Theft — Red Flag Examples ¢ Arch | MI

A——V:’

A fraud alert, notification or warning, included with a consumer report/credit report.
Credit freeze notice in response to request for a consumer report/credit report.
Address discrepancy notice received from consumer/credit reporting agency.
Unusual activity in credit report, unlike historical pattern of activity.

Forged or altered identification documents.

Personal description, birthdate, name, address, signature does not match information on other
documents.

Social Security Number is not yet issued, on the SSA Death Master File, belongs to someone else, or is
otherwise invalid.

Mail sent to borrower repeatedly returned as undeliverable. .

Notice from borrower, lender, or other entity of possible identity theft.

Source: Identity Management Institute, Center for Identity Governance

Arch Mi
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Appraisal Fraud

¢ Arch | MI

What Is Appraisal Fraud?

Appraisal fraud is when a property’s appraisal
is over or understated.

= |f overstated, money can be obtained:

: . Pro
— By borrower with cash-out refinance. rely o,
. . Séc
— By seller in purchase transaction. e [

= |f understated:

— Allows borrower to a lower price on a foreclosed
home.

Arch Mi
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Appraisal Fraud L};‘»Arch \ MI
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Appraisal Fraud

Arch MiI
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Appraisal Fraud ¢ Arch | MI

Arch Mi
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Appraisal Fraud — Red Flag Examples ¢ Arch | MI

= “For Rent” sign appears in photographs.

= Weather conditions in photos inconsistent with the date of appraisal.

= Owner is someone other than the seller shown on the sales contact.

= Purchase price is substantially lower or higher than the predominant market value.
= Dated sales are used as comparable sales.

= Appraisal dated before sale contract.

= Significant appreciation in a short period of time.

= Comparable sales do not bracket the subject’s adjusted value.

= Comparable properties are a significant distance from the subject. .

= Address reflected in the photos does not match the property address.

— Source: https://singlefamily.fanniemae.com/mortgage-fraud-prevention
rc
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Appraiser Identify Theft

Fannie Mae Fraud Alert:

= Significant number of loans involving
appraisals were completed by an
unlicensed appraiser unlawfully using
the identities of other actively licensed
appraisers.

o

— ldentified loans were originated
between 2021-2023.

— No evidence that the appraisers whose
identities were used were aware of or
involved in the activity.

Q wcan Source: https://singlefamily.fanniemae.com/media/37806/display
rc
g/ academy
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Appraiser Identify Theft — Red Flag Examples }_:’;'»Arch \ MI

= The unlicensed appraiser’s name and signature are not found in any capacity within the appraisals (or loan
files).

= The company name, phone number, and address listed under “contact information” on page six of Form
1004 will be different from that of the licensed appraiser.

® Email contact information reflects a name other than the name of the appraiser who is listed as having
performed the appraisal.

= The signatures of the “victim” appraisers appear forged and/or cut and pasted to the identified appraisals.

= Appraisal fees for the appraisals were paid with proceeds going directly to the mailing address of the

Ny

unlicensed appraiser, not to the address of the purported appraisers.

wcan Source: https://singlefamily.fanniemae.com/media/37806/display
rc
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Appraiser Identify Theft — What Can Lenders Do? L:’;’rArch \ MI

= Perform thorough due diligence when retaining services of appraisers and other outside
vendors.

= Utilize all available public records and licensing agencies in determining the validity of third-party
documentation (including addresses) within loan files.

= Know your third-party originators/brokers.

= Be “fraud smart” by educating your staff.

= Establish a zero-tolerance fraud policy.

= Share information within your organization.
= |f the loan doesn’t make sense, don’t do it!

= Report any suspicious activity through established channels.

Arch ML Source: https://singlefamily.fanniemae.com/media/37806/display
rc
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Knowledge Check Three

= |s the following True or False?

— Reverse Occupancy occurs when a borrower
claims that they will use a property as an
investment in order to generate more
qgualifying income.

Arch Mi
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Check Your Understanding Three

= The correct answer is True.

— Reverse Occupancy occurs when a
borrower claims that they will use a
property as an investment in order to
generate more qualifying income.

Arch Mi
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Fraud Players ¢ Arch | MI

Realtor

Appraiser

Arch Mi
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L:’;'r Arch ‘ MI

Fraud Schemes
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Fraud Schemes ¢ Arch | M1

Fraudulent Property
Straw Buyer

Flip

Arch MiI
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Straw Buyers J¢ Arch | MI

= |Individuals (loan applicants) working
with fraud perpetrators to obtain
mortgages by disguising the true
buyer or the true nature of the
transaction.

= Straw buyers have no intention of
occupying the home.

0' Arch Mi Mortgage Fraud, Do Your Diligence 88
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Straw Buyers ¢ Arch | M1

Why Would Someone Use a Straw Buyer?

= No intention of taking responsibility for
the property or mortgage obligation.

= True purchaser:
— Does not enough have income/assets to qualify.

— Purchased many properties and over-extended
assets.

— Has liens/collectors seeking bank assets.
— Using illegally obtained funds.

— Is unqualified to buy U.S. property (e.g., U.S.
blocked persons list).

; & REr 2 i .
e =24 £l B
0" Arch Mi Mortgage Fraud, Do Your Diligence 89
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Straw Buyers ¢ Arch | M1

= Offered payment for use of their
name and credit.

=" |ncome and assets are also often
misrepresented.

Arch MI Mortgage Fraud, Do Your Diligence 90
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Straw Buyer — Red Flag Examples ¢ Arch | MI

= Mortgage payments are made by an entity other than the borrower.

= The loanis usually an early payment default.

= First-time home buyer with a substantial increase in housing expense.

= Buyer does not intend to occupy (due to unrealistic commute, size, or condition of property, etc.).
= No real estate agent is employed (non-arm’s length transaction).

= Power of attorney may be used.

= “Boiler plate” contract with limited insertions not reflective of a true negotiation.

= Income, savings, and/or credit patterns are inconsistent with the applicant’s overall profile.

= High loan-to-value (LTV) ratio, limited reserves, and/or seller-paid concessions.

= |Inconsistent signatures found throughout the file.

= Use of gift funds for down payment and/or closing costs, minimum borrower contribution. -

= Title to the property is transferred after the sale closes.

- Source: https://singlefamily.fanniemae.com/mortgage-fraud-prevention
rc
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Fraud Schemes ¢ Arch | MI

What is a Fraudulent Property Flip?

= A property is purchased and resold
quickly at an artificially inflated

price, using a fraudulently inflated
appraisal.

Arch Mi
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Property Flip — Red Flag Examples ¢ Arch | MI

= Flips typically involve straw buyers (refer to “Straw Buyer Characteristics” section).

= Flips sometimes involve naive purchasers.

= Sellervery recently acquired title or is acquiring title concurrent with the subject transaction.
= No real estate agent is employed (non-arm’s length transaction).

= Property was recently in foreclosure or acquired at real estate owned (REO) sale at low sales
price.

* The appraised value is fraudulently inflated.

= The appraiser frequently uses other property flips as comparables (examine comparable

properties’ sales histories)
= Owner listed on appraisal and/or title may not match the seller on the sales contract. -
= Refinance transaction used to pay off private short-term financing.

- Source: https://singlefamily.fanniemae.com/mortgage-fraud-prevention
rc
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Example: Fraudulent Property Flipping },:'I",Arch ‘ MI

Distressed
Property

Inflated Cosmetic-Only
Appraisal Rehab

Above-Market Unsuspecting
Price Borrower

Arch MiI
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Resources
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archmi.com | archmicu.com

BB Arch Mortgage | USMI-Home X+
C & mortgagearchgroup.com/us/

[R] RCW Service login  yy Workday archgroup g WordPress Login

Arch Capital Group Insurance Reinsurance Morigage

B2 vimeo B Arenmi PR AMICU BB Training SharePoint

% Arch ‘ Ml

hitpsi#/mortgage archgroup.com/us/training/

-= ' gcchamaemy

A N
X
Get a Quote

Run a quote using RateStar, the
industry's preferred risk-based M pricing

platform. Learn more >

GET A RATESTAR QUOTE

@ Salesforce  5F RoboHead Marketing  [C] Concur [ Arch University [ Getty Images Corelntegrator®Lo...

Investors News Q ACGL §71.22

Origination & Servicing v Underwriting v Resources v
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Diana Swift

- Senior National Trainer
and Instructional Designer
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