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INTRODUCTION

“Millions of dollars are bilked out of lenders who rarely recover
their losses and borrowers eventually end up footing the bill.”

INMAN NEWS SPECIAL REPORT by Jessica Swesey, June 23, 2003

Words like epidemic and phenomenon are becoming synonymous with mortgage fraud. The multi-trillion
dollar mortgage industry is a breeding ground for fraud perpetrators. Fueled by market competition, the
proliferation of fraud has resulted in part from sophisticated schemes as well as access to technology,
enabling the perpetrators to easily falsify documents.

The Mortgage Asset Research Institute, also called MARI, estimates that 20% of foreclosures are fraud-
related. And in many of those cases, red flags indicating the potential for fraud went undetected. As a
result, mortgage fraud is:

“...leaving behind a trail of foreclosed homes, dilapidated
neighborhoods, destroyed personal credit histories, and
unreliable comparative market values in areas where
inflated appraisals have been recorded.”

INMAN NEWS SPECIAL REPORT by Jessica Swesey, June 23, 2003

PMI MORTGAGE INSURANCE CO.
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RED FLAGS vs. FRAUD

A red flag DOES NOT constitute fraud. Red flags are items in a file that trigger questions that need to be
addressed, but may not represent actual fraud.

The legal definition of fraud is as follows:

The misrepresentation of a material fact which is made with the intent
to deceive a party who is ignorant of the falsity and who does in
fact reasonably relyon the misrepresentation to his or her detriment.

PREVENTION NOT PROSECUTION

Each time you miss a red flag that should have been detected, you potentially expose all parties to the
transaction, including the lender, investor, and borrower, to increased risk. Every mortgage professional
must be diligent in recognizing and calling attention to those red flags in order to limit liability.

Remember, it's not your job to judge if fraud has been committed. With a little practice and a few extra
seconds, you can help prevent fraud by simply catching the red flags upfront.

Once fraud is committed, it's essentially too late. Every organization that has touched the loan is exposed
to greater risk.

Mortgage fraud is usually committed through collusion by several individuals who have an intimate
knowledge of the mortgage lending process. They can include any combination of brokers, real estate

agents, attorneys, sellers, buyers, and appraisers.

There is little incentive for spending the time and expense that is required to undertake the lengthy and
difficult task of identifying, capturing, and prosecuting the culprits.

The only way to stop mortgage fraud is to stop funding it!

PMI MORTGAGE INSURANCE CO.
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This section contains comprehensive lists
of red flags for each type of loan document.
Use these lists as guidelines to help you
recognize red flags more effectively.

A




l_/ V‘ RED FLAGS

N

SCREENING GUIDELINES

MORTGAGE APPLICATION

CROSS-CHECK EVERYTHING!

Red flags often arise when comparing the mortgage

application with other documents in the loan file.

The mortgage application is the primary document that you will use to establish an initial profile of the borrower.

All subsequent documents in the file should support the information contained in the application.

Here are some red flags to watch out for:

m  Down payment is other than cash (i.e., rent credit, sale of personal property, repayment of loan).

B There is a non-purchasing spouse.

B Borrower buying investment property, but does not own current residence.

B House is not large enough to accommodate all occupants (i.e., 8 occupants in a 2-bedroom home).

m Post office box is the only address listed for the employer, especially on the handwritten application.

m  Significant or unrealistic commute distance from subject property to the borrower’s employment on
owner-occupied transactions.

m  Number of years on the job or in that profession is inconsistent with the borrower’s age.

m  Borrower's office phone number is the same as his/her home number - possible self-employed borrower.

B Assets inconsistent compared to liabilities (i.e., significant assets but no credit or very little credit).

B Buyer is downgrading to smaller or less expensive property - except empty nesters.

B Incomplete handwritten application.

m Changes in debt, employment, income or assets from the initial to the final application.

m  Borrower is purchasing property from landlord or employer.

m  New housing exceeds 150% of current housing expense.

m Invalid Social Security number.

B Inconsistent naming conventions throughout the file (i.e. Jon Smith, Jonathan Smith, J. Smith).

B Inconsistent signatures on application compared to other documents in the file.

® Printing of name instead of signature on signature line.

m  Mortgage broker on application is different from credit report inquiry or HUD1.

®  Handwritten application.

3
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SCREENING GUIDELINES

VERIFICATION OF EMPLOYMENT

Because current automated underwriting systems provide alternative

documentation options, a VOE itself can be a potential red flag.

For salaried employees, the Verification of Employment [VOE] form is a document that was once the standard
used to identify the borrower’s employer, position, current base salary, overtime, commissions, and bonuses.

IF your loan file does contain a VOE, here are some red flags to watch out for:

Name of employer incorporates some form of the borrower’s name.

The authorized signature is illegible.

The position of person signing is not legible.

A phone number is not listed for person signing the document.

The printed signature and the written signature are spelled differently.

Verification source is inappropriate (i.e., secretary, relative, etc...).

Authorized signature date is on or before the application was completed.

There are white-outs or cross-outs without an initial.

Numbers appear to be inserted or “squeezed in.”

VOE states borrower is salaried in a profession that is typically paid by commission.
Employer uses a mail drop or post office box address.

Year-to-Date states past income as “See W-2s and pay stubs” without explanation.
Co/borrower's maiden name is the same as the signature of the employer (possible self-employed).
Employer’s address is inconsistent with the application.

There is a large increase in income from the previous year.

Unable to obtain phone number of employer from a third party source.

Job title does not make sense.

There are overlapping dates from the date of currently hired and the previous employment.
Type/font is inconsistent throughout the document.

Borrower has a generic job title such as “Manager.”

Year-to-Date earnings are missing.

There is a significant drop in salary from the previous year.

4
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SCREENING GUIDELINES

PAY STUBS

BEWARE! A pay statement can be easily
forged with a simple word processing program.

In most situations, an employee’s pay stub should be computer-generated. However, the pay stub can easily be

forged by using a simple word processing program.

Here are some red flags to watch out for:

m  Check numbers do not increase chronologically.

B Pay stubs are handwritten.

B Year-to-Date totals do not add correctly from check to check.

m Pay stub from a large employer should be computer-generated.

B There are rounded dollar amounts.

B The amounts which are being withheld for Social Security (6.20%) and Medicare (1.45%) are not within the
percentage tolerance.

B Year-to-Year totals do not add correctly from pay stub to pay stub.

m  Social Security number is not consistent with the loan file information.

B Employer’'s name is not printed on the pay stub.

B Employee’s name is not on the pay stub.

B Debts shown on the pay stub do not match the application (i.e., credit union loans, etc.).

m  Sequence of check numbers doesn't correspond with payroll dates.

®  No YTD income is shown.

B Paystubs provided do not cover a consecutive 30-day period.

m  Type/font is inconsistent throughout the document.

B Payroll dates are incomplete (e.g., an end date is not shown).

5
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SCREENING GUIDELINES

FORM W-2/1099

Fortunately, on a falsified document, a fraud perpetrator’s lack of

attention to detail can be your secret weapon for uncovering red flags.

Because of easy access to computer technologies, such as digital scanners and graphic design programs, altering
W-2 forms as well as tax information is the most commonly used scheme for falsifying income. Today, this infor-
mation can be easily manipulated, replaced, or deleted from these documents.

Here are some red flags to watch out for:

W2/1099 is handwritten.

W2/1099 from large employer should be computer-generated.
W-2 is typed, but the pay stubs are computer-generated.
Type/font is inconsistent throughout the form/s.

The employer and employee names/addresses are not consistent with the loan file.

The income shown on the W-2 statements is different from the income reported on the mortgage application,
VOE, or tax returns.

m  Social Security and Medicare wages/taxes exceed set percentages. [See Social Security and Medicare Tax
Calculation Chart in the RESOURCES section of this book.]

NOTE: There is a salary cap that is applied to Social Security taxes. The salary cap for
2007 is 6.2% on earnings up to $97,500 or a maximum amount of $6,045 that
can be paid out in Social Security tax.
Borrower did not provide the “Employee’s Copy"” (copy C) of the form/s.
Salary amounts have rounded numbers.
W-2/1099 has an incomplete or incorrect name and address of employer or employee.
Employer ID number is formatted other than xx-xxxxxxx.
Numbers are not aligned.

There are corrections/white-outs.

Employer is not registered with the State Department of Corporations or LLCs.

6
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SCREENING GUIDELINES

TAX FORMS

Look for signs of undisclosed

self-employment when reviewing tax documents.

A typical loan application for a salaried employee generally does not include tax documents. However, if you feel

there is a need to substantiate the borrower’s income, you can request that their tax documents be provided.

If the borrower is self-employed or generates more than 25% of their income from commissions, they are required

to provide copies of their tax documents.

Here are some red flags to watch out for:

1040

Name, address, Social Security number, or corporation is inconsistent with information in the loan file.
The number of dependents does not agree with the 1003.

The tax returns are incorrectly added.

Wages do not agree with W-2s or VOE in the file.

Business income is inconsistent with the net income on the Schedule C.

Unemployment compensation was claimed, but the file does not show a gap in employment or that there is seasonal
employment.

Deductions were made for one-half self-employed health insurance for a borrower who does not claim self-employment.
Evidence of white-out or other alterations.

The type of handwriting varies within the return.

No estimated tax payments by self-employed borrower (schedule SE required).

Borrower files Schedule G (income averaging), which is for taxpayers with fluctuating income from year to year.
Paid preparer signs taxpayer’s copy.

High-income borrower and self-prepared tax returns.

Occupation differs from what was stated on the 1003.

Real Estate taxes paid, but no property shown on Schedule of Real Estate.

Schedules missing from file.

Handwritten return when prepared by professional.

Self-employed borrower who shows salaried wages instead of Schedule C (sole proprietor) income.

No deductions have been taken or incorrect deductions have been taken.

7
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SCREENING GUIDELINES

TAX FORMS (conTINUED)

SCHEDULE A
m Real estate taxes and/or mortgage interest is paid, but the application shows no ownership.
m  Borrower owns property, but doesn’t pay real estate taxes and/or mortgage interest.

m  State income tax was paid by borrower who lives and works in a state that does not have income tax.

SCHEDULE B
m No dividends are earned on stock owned.

B Borrower with substantial cash in bank shows little or no related interest income.

SCHEDULE C

Income appears high for the type of business listed on schedule C.
Numbers are incorrectly added.

Income does not agree with total income on 1099 forms.

No “cost of goods sold” on retail or similar type of business.

There is interest expense with no related loan disclosed on the application.

There are no deductions for tax and licenses.

Business expenses are not consistent with the type of business
(i.e., truck driver doesn't claim a car or truck expense).

SCHEDULE E

m The Schedule of Real Estate on the 1003 differs from the properties listed on the Schedule E.

m Mortgage interest is deducted as an expense for the subject property, but there is no loan listed on the application.
m  Property taxes and insurance was not expensed for rental properties.
[

Pass through of tax liability is reported from partnerships and S-corporations and is not consistent with
the K-1 Schedule.

8
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VERIFICATION OF DEPOSIT

The presence of a VOD itself can be a red flag
because of the common use and acceptance
of alternative documentation. The information

on a VOD can be easily falsified.

If your loan file contains a VOD, you should expect that any interested party, such as the real estate agent, seller,
or builder, has NOT handled the VOD and it must contain the following information:

e Account number.
e Date account opened.
e Current balance.
e Average balance.

e All names associated with the account.

Here are some red flags to watch out for:

This is a new bank account.

The depository is unknown.

Another person’s name is shown on the account that was not disclosed on the application.
An average balance is not shown.

Squeezed-in numbers or corrections are not initialed.

The authorized signature is illegible.

The position/title of person signing is not legible.

A phone number is not listed for person signing the document.

The printed signature and the written signature are spelled differently.

Balance contains a rounded dollar amount.

This is a recently opened account and there is no verification of previous accounts or a source of funds available.
Type/font is inconsistent throughout the document.

Authorized signature is missing.

The date of the authorized signature is on or before the application date.

Account number/s doesn’t match those shown on the application.

9
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SCREENING GUIDELINES

BANK STATEMENTS

If a bank statement has been falsified,
there is a good chance that the deposits and

withdrawals won’t add up correctly.

Once again, technology creates opportunities for individuals to easily falsify documents. In fact, the sample bank
statement included with the practice exercises of this book is an exact duplicate of an authentic bank statement. It

was created using a common word processing program.

Here are some red flags to watch out for:

m Large, unexplained deposits are shown on the statement.

m  Payroll checks are not shown in the deposits.

m The deposits for paychecks do not support the income reported.

m  There are direct deposits shown from someone other than the employer.

B Borrower’s address on the statement is inconsistent with the loan file.

B Bank statements do not match accounts shown/verified in the file.

m  The borrower’s Social Security number, if provided, does not match information in loan file.

m The dates shown on the statement are inconsistent with the activity shown. For example, a deposit is noted on
10/6/03, but the statement is for the month of September.

m  Statement does not reflect earnest money check and credit was given by underwriter. Verify that the deposit check
has cleared the account before giving credit.

B There is another name on the bank statement other than borrower’s name.

m  Numbers not aligned.

B There are duplicate checks with different amounts.

B Checks cleared do not match the numbers and the amounts within the statement.

B All pages of bank statement are not included.

m Type/font is inconsistent throughout the document.

B The ending balance is incorrect.

m The transaction dates are not listed chronologically.

10
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PURCHASE AGREEMENT

(also referred as sales contract)

Be aware of any relationships among the
interested parties to ensure that conflicts and
possible non-arm’s length transactions are avoided.

The purchase agreement can vary from state to state. However, for the most part, it consists of boilerplate

terms and conditions.

Here are some red flags to watch out for:

Seller is a real estate agent, relative, or employer of the buyer. This could indicate a non-arm'’s length transaction.
Purchase price is considerably lower than the appraised value.

The name/address on the earnest money check is not the borrower’s name/address.

The agreement has been transferred or assigned.

Names on the agreement have been deleted or added.

Earnest money deposit covers the entire down payment or is an odd amount.

There is a non-institution second mortgage indicated.

There are multiple agreements for this purchase.

Borrower is not shown as the purchaser.

This is a 1031 IRS exchange when the application indicates that this is not for an investment property.
The seller is a company.

The agreement contains scratch-outs and/or corrections without having been initialed.

A Power of Attorney is signing for the borrower.

Information, such as Social Security number, address, and/or telephone number is missing.

1
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SCREENING GUIDELINES

PRELIMINARY TITLE REPORT/TITLE SEARCH

Review all settlement
statements PRIOR to closing.

To ensure consistency, it's important to compare the information on the title report with the information that is

contained in the sales agreement, appraisal and settlement statement.

Here are some red flags to watch out for:

Prepared for or mailed to a party other than the lender.

If this is a refinance, check for tax or similar liens against the borrower. This could indicate a distressed borrower.
Delinquent property taxes are noted.

Notice of default has been recorded.

Seller is not on the title. This could indicate a double escrow, which is usually associated with a property flip.

Borrower owns property for a short time and refinances to cash out a significant sum of money. The borrower may
be paying off undisclosed debts, such as borrowed down payment money.

® Judgment against borrower not shown on credit report.

12
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SCREENING GUIDELINES

APPRAISAL

Inaccurate or fraudulent valuation

can result in substantial losses.

Determining the value of the collateral is a critical component of the mortgage process. Issues on appraisal valua-

tions are becoming increasingly more prevalent. Therefore, it is important that you learn how to identify potential

red flags on the appraisal.

Here are some red flags to watch out for:

Appraiser is on a watch list.

Appraisal is ordered by a party other than lender (buyer, property seller, real estate agent).
Appraisal was ordered before the purchase agreement was written.

Owner's name does not agree with information in the loan file.

Source or Comp information not verified as required (i.e., data source MLS, sales office, SREA, CMDC,
real estate agent, etc.).

Address and legal description of the subject property are inconsistent with other file information.
Occupant is identified by the appraiser as a tenant on an owner-occupied refinance.
Appreciation of property value in a stable or declining area.

Value of the property is higher than the “Predominant Value” of the neighborhood.

Appraiser uses comparable properties that are significantly newer than the subject property.
Appraiser included below ground areas in the total gross living area.

Information about the property is not consistent throughout the report (i.e., room count varies from one section to
another within the report).

Adjustments for the same feature are inconsistently applied (i.e., an adjustment for a single fireplace is given +2000
for one comparable, but +4000 for a different comparable.).

Subject property is not large enough for all occupants on application (i.e., 8 occupants in a 2-bedroom home).
Distance of comparables from subject property is excessive for location.

Excessive adjustments for urban or suburban area where marketing time is under 6 months.

Sales comps contain large adjustments in order to make them similar to the subject property.

Incorrect adjustments were made for sales or financing concessions.

13
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APPRAISAL (CONTINUED)

Income approach is not used on tenant-occupied, single-family dwellings.

The appraiser did not calculate the cost of the basement separately when calculating the value of the subject property
using the cost approach.

Photos don’t match the description of property.

Photos of the property were taken from odd angles. Is the appraiser trying to hide something, such as a parking lot or
commercial business next door?

The weather condition in the photo of subject property is not appropriate for the date of the appraisal
(i.e., a photo that was supposed to be taken in July shows snow on the ground for a property in lllinois).

Appraiser did not sign and date the appraisal report.
Appraiser has marked “unknown” for required appraisal information.
The house number in photo does not match property address.

Photos show items not disclosed in the appraisal (e.g., commercial property next door, railroad tracks,
another building on property).

There is a “For Rent/For Sale” sign in the photo of the subject property on an owner-occupied purchase or refinance.

Photos of the subject property or comparables look familiar to you. If you think you have seen them before, then you
may have.

Appraiser did not review the interior of subject property on a 2055 appraisal form.
Appraiser did not disclose 3-year history on the subject property and a 1-year history for comparables.
A Statement of Limiting Conditions and the appraiser’s certification is not included with the report.

The property value determined by the cost approach, sales approach, and income approach
(for small residential investment properties) are not reconciled and vary greatly from each other.

The subject property was recently sold.

Subject property is currently listed for sale on a refinance transaction.

14
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HUD/SETTLEMENT STATEMENT

What don’t you know? The HUD/Settlement

Statement may reveal omissions in the underwriting file.

Often, the HUD/Settlement Statement will reveal information that was not disclosed. Were the down payment,

purchase price, or cash required from the borrower truthfully represented?

Here are some red flags to watch out for:

B Check that the names and/or addresses of seller and buyer are not similar. Otherwise it may indicate a non-arm's
length transaction.

There are unusual credits and disbursements when comparing the HUD-1 to the escrow instructions.

Buyer and seller are related. This could indicate a non-arm'’s length transaction.

Delinquent loans and/or liens are being paid off.

Multiple mortgages are being paid off.

Settlement was delayed without explanation.

Purchase price of the property is significantly higher than the listing price.

Consultation fee paid to a party of the transaction.

Dispersement of funds paid to person/business not related to the transaction.

Large earnest money deposit, greater than the customary 3%.

15
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ESCROW/CLOSING INSTRUCTIONS

Scrutinize the escrow/closing instructions carefully
to avoid a situation where there might be a straw
buyer, non-arm’s length transaction, or property flip.

Here are some red flags to watch out for:

m Cash paid outside of escrow to seller.

m  Down payment paid into escrow upon opening. No more than 3% should be placed in escrow at the time of opening.

m There is a reference to another escrow. This could indicate a double escrow, which usually involves a flipped property.

B Parties involved in the transaction are related. This is a possible non-arm'’s length transaction.

m  Power of Attorney used to sign documents. Ask yourself, “Why can't the borrower execute the documents
him/herself?"

m  Power of Attorney was not properly documented/recorded.

B The seller is a business entity. The business may be controlled by or related to the borrower.

m There are “fill in the blank” escrow instructions.

B The purchase is not subject to inspection.

m  Demands paid off to undisclosed third parties. This could indicate potential financial obligations not disclosed in the
application

m  Sale subject to seller acquiring title.

m  Buyer is required to use a specific broker/lender.

m  Odd amounts paid as deposit/down payment.

m |If prior property sale evidenced by a settlement statement, check payoff of mortgage for late charges,

foreclosure/attorney fees (i.e., payoff, significantly more than outstanding loan balance) or payoff of numerous
mortgages.

16
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CREDIT REPORT

There is no relationship between a FICO® score and
fraud. One score is as likely to be associated with
credit misrepresentation as another.

A borrower’s creditworthiness plays a significant role in determining their eligibility for a loan. Their FICO score

can impact the type of loan they receive as well as the interest and mortgage insurance rates they will pay.

A good credit score can be a valuable commodity and has consequently led to a variety of fraud schemes, includ-
ing credit manipulation, straw buyers, and one of the fastest growing white collar crimes today - identity theft.

Here are some red flags to watch out for:

Employment information/history varies from the mortgage application and VOE.
No credit is available or length of credit is inconsistent with the borrower's age.

Various employment or residence data from other sources differ from 1003.

Invalid Social Security number or the Social Security number does not agree with application or other
documents in the file.

AKA or DBA indicated.

Outstanding balances are shown on debts that were not disclosed in the initial application.

Date of the credit report is prior to the date of the initial application.

Accounts have recently been paid in full without evidence of source of funds for the payoffs.

All trade lines were opened within the same time frame or opened recently.

Debts on the application do not match the credit report debts.

Fraud alert on credit report indicates borrower is self-employed or is using a questionable Social Security number.
There is a reference to the borrower as no longer living.

More than one Social Security number appears on the credit report.

The credit score doesn't appear to reflect the borrower’s spending habits (e.g., high score, but report
shows multiple charge offs and delinquencies).

17
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ADDITIONAL CHECKS

TIME TO DOUBLECHECK!

By performing these quick additional checks, you can further ensure that you are closing a quality loan.

SN SSNSS S SSNSN S

Check that the names and/or addresses of seller and buyer are not similar. Otherwise it could indicate a non-arm'’s
length transaction.

Require all borrowers to sign a release of tax information form to authenticate the tax forms.
Do not accept incomplete handwritten applications.

Call the borrower at work and at home at least once during loan processing. If you can’t reach the borrower stated on
the application, this could be a straw buyer.

Call the employer on the closing date to verify that the borrower is still employed.

Run an in-file credit report on the closing date to check for additional incurred debt.

Check the note and mortgage for any changes that would indicate a change in terms, loan amount, marital status, etc.
Check mailing address on grant deed—it should go to the purchase property address unless an investment.

If suspicious about the title transfer, check with the title company to ensure that the chain of title is accurate. Also,
make sure that the seller/borrower (if a refinance) does indeed have title to the property to avoid a double escrow.

Make sure that the borrower’s signature does not differ from those in application package.

Ensure that all required documents have been provided and filled out completely.

18
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This section contains a variety of sample
loan documents, which contain red flags
and can help you improve your proficiency
atidentifying inconsistent documentation.




Underwriting

| RED FLAGS

PRACTICE EXERCISES

VERIFICATION OF EMPLOYMENT

Can you identify the red flags in this VOE? You will find the answers in the back of this book.

&1 FannieMae

Request for Verification of Employment

Frivacy Act Notlca: Thia intormabon is to bo uted by the 2gency collecting st of (B amsigress in datarmining whethar you Quakly 88 3 prospectned morngagon wnter e progrom. 1t will
nat b disc'otad oumice the sgency except i Agquired and permitted by low Yo do not hee 1o prewids this infurmation, But f you do gt your apokcation for spproval me o praspec:
livm morigdgal o BOrowar may be delpyed of rejecesd. The infarmatan requsated In this lorm & autharized by Tite 38, USLE, Chapter 37 4 VAL by 12 USC, Section 170t m1. ssq. il
HUD/FHAL by 42 USEC, Section MEIL M HUDVCPLI: and Title 42 BSC, H471 ot sen., or 7 USC, 1921 #t. seq. (f USDAFmHAL

Insiructiona:  Lender — Compleie dsme f trowgh 7. Hava applicgnt gomplie item 3. Forwsrs directly to amplopsr named in ism 1.
Empheyar — Pinasa plate witrer Part || or Part |1, a5 spplicable, Compidts Ferl 1V snd reiurm teectly to Jandar nomed in item 2.
Tha 1arm |a to be tranamitted direcily 10 tha lender mnd i not to bé rrAnmirted thraugh the spplicant or any othar parly.

?aTr: 1INa—m:an‘E;;dress of ﬁplom] "T‘ -\b 2. Fram INeme snd Fi‘&'i-r‘m‘u:‘_londal]
Deerhorn AMenaoe Trocker Supely C DP'\"\::.\ origpog. , "I -
PO . Box 23b% 1 e o B 3!
Folsom, C¥ ASTF o2~ 23%

| certily that this verificition has been sent dirsctly to the employer and has not pessad through the hands ot the epplicant or any ather interesied party.
3. Signgwre ol Lendar 4. Title 5. Date 6. Lender's Humber

[Optional)
Vot X ormrtos, Core A AmedysT %/6?

| have applied for a Mortgage toan and stered that b am now of was formerly emploved by you, My signature balow authorizes vedihcation of this information,
7. Hame and Address ol Apptcant finclude employes or badge numbert 8. Signature of Applicant
Lowry Dezr‘bgr‘u
23 Swnsey Ay

e B2,
Part Il — Werification of Present Employment
9. Applicant's Dawe of Empioyment 10, Prggant Position 1. P ility of Continued Empicy
T2 Coy
128 Currend Gross Base Pay (Enter Wm and Check Paricd| 13. For Military Personnel Only 14, If Overtima or Banus is Appicabie,
Annuil Hourdy Pay Grade Is Its Continuance Likeky?
. Manthky . Onher [Specifyl Type Monthiy Amount Onertime Tes o
HDS FY Xoneany Boaus Yes Ne
o 118. Grows Earnings Basa Fay § 15. If paid hourly -- swerage hours per
Typi Yaar To Date Past Year D& Fast Year O Ranons E) weeh
Thira . 16, Date of anblicanl's ngxt pgy increasa
Flight or
Basn Pay 5 S0 606 | 3 A5E, Q| Hazerd 5 %/
H Clething 5 f=b
Overtime | % $ % 17, Projectac amount of next pay incraasa
Cluarters § =
Commissions | § ] ¥ Pro Pay 5 13. Date ol apphcant's las) pay increase
Cwersaas ar %/d ol
Bpnus 3 % ] Combat E 1%. Ampunt at last pay incrassa
Variabke Heusing p
Total ¢ 0.00 s /G Q) |8 /5 , GO0 | alowance $ ‘5-/

2] Remarks {If employves was off wark lor any languh of lima, pleass indicate time pericd and reason)

Part Il — Verification of Previous Employment
21. Data Hired 3. Salary/Wage »i Termingtion Per IYasr] IMonthl [Waeh

73, Date Terrinatod Basa Creertima [+ insions Borus
25. Pogiion Hald

24. Aemean for Leaving

Part IV — Authorlzad Slgnatura - Federal siatutes provide severe penalties for any biaud, intentional misrepreseniation, of criminal connivance
or canspiracy purposed to influence the msuance Of any guaranty of insUtance by the VA Secretary, the U.S.0L A, FmHA/FHA Commissioner, r
the HUD/CRO Assistant Sacretary.

25, Signature al Employar 27, Titie (Pleasa prot ar typel 2. Data
- oo (Dt P Smzoe ra s 7 /g’

2. Print or tvpe rams sigred i l1em 26 0. Phane Mo, © 4)?
L o (i v

Fannie Maa
Farm 005 July 96
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Underwriting

| RED FLAGS

N

PRACTICE EXERCISES

PAY STUBS

Can you identify the red flags in this pay stub? You will find the answers in the back of this book.

‘Mechanical Engineering Inc., 10 Leigh Place, Boston, MA
Check No. | Emp.No. [ Employes Name [ Soc.Sec.No. Fed Ex [ State Ex_ [ MS | Period Ending
00393 1222 Aoiap Dot | 026-28-4937 0 0

Earnings Deductions
Cescription Hours Earnings Description i Descriplion Amount Y.T.D.
HOURLY 40 | 00 700 | Q0 | FT. 139 | 82 3076 | 04 ;
FLC.A 55 | 78 1249 | 16
BTATE 42104 4924 | 88
ciTy
OTHER .
Current 40 | 00 700 | Q0 | Total 238 | 64 ) .
Total Deductions ‘
0 a1

"Mechanical Engineering Inc,, 10 Leigh Place, Boston, MA

Check No. | Emp.No.  Employes Name " Soc.Sec.No., | Fed Ex | State Ex | MS Penicd Ending
. 00323 . N M) : 126-28-4937 (19-21-
Earnings
Description Earnings Description T.D. : Description
HOURLY 40 | 0D 700 | 00 F.IT. 139 | 82 3215 | 88
FILCA 55| V8 1305 | 94
STATE 42 | 04 885 | 92
CITY
OTHER :
Current 40 | 00 700 | 00 | Total 238 | 64 !
Total Deductions :
BEGIOIKCH NetPoy SRS Detach and rotsin this stotement
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PRAC

Underwriting

| RED FLAGS

-

N

TICE EXERCISES

FORM W-2

Can you identify the red flags in this W-2? You will find the answers in the back of this book.

a Control aumber

Thus informalkn 15 being lusmshed w the imtemal Fovenue Serice 17 yow
are regueed o fle 3 tes retwn, 2 negligence penalty or other sanction may
n_you W 1hs ncome 15 taxabie and you fal io report it

OME No. 15450008

b Errguyer werdilcenion rumter oher compensainn 2 Federal income 1ax withhedkd
113-3338968 56000.00 7720.00
¢ Employer's pame addiess. and 2P code 3 Sncial security wages 4 Socil sacurnty [aa wihhed
. 56000.00 4472.00
TEMPS R US 5 Medicae wages and ps & Medicare tea wilhhed
788 EAST 46th STREET 56000 00 . 1,812.00
BHOOKLYN, NY 11203 7 Sooal secunty CRS $ Alocaled tips
d Fmpdoyee's scoal SEouny number 9 Advance CIC paymen 10 Lepandint cane bepefits
-45-0578 e e e e e e
e bmplayee's first name and initial Last name -1 Haongualfied plans clZa Bk instnactions for bas 12
;‘ﬂ—;',',‘f_',‘_'_".‘f_i‘-"’_";‘_"."“m J;"‘r',ﬂ:—"'- :12b
Jennifer Zimmer ] ] ] i |
18 HAVEN PLACE M Gther 12
BROOKLYN, NY 11233 i
SDIFSUI 31.20 t2d

[ Employer's sddress and 2P coce

16 Swmle  Ernplayers Stale 12 nuirbes

NY 113338989

‘I_I;-Siale \.\.age‘s]psehr'

56000.00

17 Siate income tax

..3220.00

HE Lol wa'g'ég:‘i‘i-r':s. et
. 5600000

20 | coalily name

Wage and Tax
Statement

|
|
Form W'

Copy B For EMPLOYEE'S RECORDS. (See Notice on back)

Ceparumant of the Treasury—bnt 1al RBevenue Sorvice
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Underwriting

RED FLAGS

PRACTICE EXERCISES

VERIFICATION OF DEPOSIT

Can you identify the red flags in this VOD? You will find the answers in the back of this book.

£ FannieMae
Request for Verification of Daposit

Privacy Act Notles: This informauon & m be ussd by the sgency ing Lo 16 ASE g whather you quality as 8 proapective mortgagoer
under its progrem. It will not be csckased utsde :hn agency axcapt as raquirsd and parmittad hy 1gw. You do not Fgue to provide this inlormation, but # you
do nok your L for appe s mortgager o boiroveer may e dalayed or rmecied. The indomation requestsd in this fomm s authorized by

Tithe 38, USC, Chaptar 37 [Il YA): by 12 USC, Saction 1721 stseq. it HUB/FHAY by 42 LSC, Section 14520 {F HUD/CPDY; and Tite 42 USC, 1471 et.5e0.
ar 7 USEC, 1821 elmeq. {If USDASFmHA).

Inatructionn:  Lender — Completa (tams | throwgh 8. Have sppkcannis] commoine (tem 9. Forwerd dinscty 1o depasitory named in lem 1,
Doposiory = Pl complete hama 10 through 18 and rebum DIRECTLY bo lances csmad in [tem 2.

Tha torm ke to ba Ittd dirasmly to the lendee nd is noT 1o be ransmitted through the spphcantis] or any other party.
Part | — Regquest
1. T {Nsme and address of depasitony) 2. From (Name ant address of lander)
LAWHEMCE MIE
WEST BANK LARK MORTGAGE SERVICES, ING.
94 STERN AVE. .
CHICAGO IL 80848 142 HOG AVE , #2N
OAK PARK. IL 80302
| gertify that thig werilication has been sant directly to the bank or dapository and has not passed through the hands of the apploant or any other party.
4. Signazre of lendar 4. Tihe 5. Dawe 6. Lendar's No. {Optional|
SR. PROCESSCR 051 3/2008
7. Infoumbuon To By Verfied
Trpe of Account Agcourt in Mame of Account Wumber Bnlence
CHECKING JOHMATHAN KNIGHT 218573573 % g5.500.c0
H

;%

To Depesitory: |'We have agpled for 8 mortgege loan and $218d in my fmancial stelement that the balance on deposit with you is a5 shown abowe. Yol are Buthorzed
g vty 1his wformetion and 16 supely he tender ienlifiad sbgve with fhe infermation requested n [teme 10 through 13, Your nisponss i sowdy & matter ol courtasy for
which ng reaparmsdilty @ atteched 10 your imsblulion or any o your otficers.

B. Name and Address of Applcantis) 5. Signature of Apphcartis)
PETER KEMNT Il. 58M: 346-24-B346 SEE ATTACHMENT
34 N WALER

CHIZAGD, IL BDE51

To Be Completed by Depasitary
Part | — VerHication of Depository
10, Deposit Arcoums of Appkcant(s)

Average Balance For
Type of Account Accpunt Mumber Curreni Balance Previous Twa Months Date Operad
_Qﬁix.;hm% QICHIRS FS [ 1, 27R.55 ¢ L5om, A, /02
| % ¥
: 5 A
. Leans Qutstanding To Applicaniis|
Inetallmaerts | i Mumber ot
Loar Number ! Date of Loan Qriginal Amount Lurrent Balance [ onabiy f Coarery] ! Secursd By Larte Payrhants
3 ] [ pec
E T % par
. i I8 s per

2. Piease include any #dditional informanon which mey be of gssigtence in determingtion of credit worlhiness. [Plasa inchade informaton on oans paid-m-full
an lkem 11 abogwe §

13. If the namalal an the eccountlal dffer From thoss disted bn ftem ¥, piease supply 1he namels! on the accountis) &5 refiectad by your mcords.

Part Il — Authonzud Slgnaturs Foderal statutes provide severe penatties tor any fraud, 1}
of Canspitacy the i of any g of insurance by the VA Secralary tha U.S.D.A, F-mHA)’FHA Cumlssoonur ot
the HUD/CPD Assistant Socmlar\-'
4, Sig of D ity Rap T 15, Title {Ptease print or typel 16. Dete
A iaast Maorode Ny
17. Please print or type neme signed in itam 14 18. Phone No. \) q/
Lise, Lovse RAo2 (603" b3

Fanma Maa
Farm 1006 July 9E
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Can you identify the red flags in this bank statement? You will find the answers in the back of this book.

PRACTI

CE

Underwriting

RED FLAGS

N

EXERZC

I'SES

BANK STATEMENT

Send Inquirics To:

Attn: Statement Inquiries

ABC Credit Union
P.O. Box 22541
Durham, NC 2743

Account Number 2279R88-8

STATEMENT OF ACCOUNT

Durham: DI9-252-99494 | Social Security Number | Slatement Period
Chapel Hill: 919-357-5355 ¥rom Ta
[ 123-45-6789 ] August 2, 2005 August 30, 2006
Jane Cassidy
Lea Crane
2205 Lands Down Ct.
Diurham, NC 27405
Naotice: See reverse side for impaertant infermation. Begmning Balance 3 527.2% Ending Balance §8.147.77
Transaction | Transaction Description Amount Balance | Loan Loan
Date Debts Balance
Previcus Balance 5,527.29
08D | Automatic Withdrawal 1,251.31 | 4,275.98
Westem Mortgage
NRN4 | Check #2354 56.00 § 4,219.98
D804 | Check #2350 71.25 | 4,148.73
RS | Draft Withdrawal 138.00 4,010.73
XY &7 Company
0803 | Draft Withdrawal 6150 | 3,949 13
YMCA
0809 | Check #2351 500.00 3,444.23
R0 | Deposit 1,500,00 | 549923
0213 | Draft Withdrawal 9500 | 544417
Pub, Sve, Co. NGas Bill
(814 | Cheek #2353 12593 | 5318.24
0813 | Check #2354 142,82 | 517532
H1S | Cheek #2356 $9.14 | 511418
0815 | Check #2359 143.00 | 501318
D820 | Draft Withdrawal 122.00 | 487026
NML Insurance ISA Payment
3421 | Deposit 165000 | 6320.26
D822 | Check #2358 180000 | 532026
0825 | Chegh #2357 12794 | 39232
D825 | Deposil 200000 | 839232
0827 | Check #2360 18088 | R211.44
0828 | Check #2361 51.23 | 8lal.21
0829 | Check #2363 12.51 | 8147.77
dokdoRRkE AR Rk Rk ARk Rk kR s ad R CHECKS CLEARED kR¥¥ ¥k sk bk r kv kb b e it iR bbk
CHECK AMOUNT CHECK AMOLUNT CHECK AMOUNT
2350 71.25 2356 56.14 2360 180.88
2351 S00.00) 2357 127.94 2361 51.23
2353 125.93 2358 1000.00 2363 12.51]
2354 56.00 2359 103.00
25
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Underwriting

| RED FLAGS

N

PRACTICE EXERCISES

CREDIT REPORT

Can you identify the red flags in this credit report? You will find the answers in the back of this book.

BUNDE, JOE 615861€45;CA-4121 MINN AVENUE/RIVERSIDE CA $2501;H-N:Q-EC
ICDS02003041730450101CCECSTICDSA50000000

PAGE 1 DATE 4-17-2007 TIME 17:07:51 V70l TCAl

JOE BUNDE 5S8: 6l5-86-1845
*313 MATSON AVE 554-48-7688*
DETROIT MI 4B207-37B9

RPTD: 8-0% TO 4-07 U 2X

LAST SUB: 2610045

*MR- 33 MAISON AVE
DETRCIT MI 48207
RPTD: 3-07 U 1X

*2331Q0AKS DR
ARLINGTON TX 76011-2453
RPTD: 11-06 TO 12-06 U 1X

------------------------- +s-—- PROFILE SUMMARY - -=c--sosmsmmmmammammamamoaans
CNT 04/05/10/21

PUBLIC RECORDS------- 0 PAST DUE AMT----%3,141 INQUIRIES--16 SATIS RCCTS---3
INSTALL BAL----- 57.958 SCH/EST PAY--------- 50+ INQS/6 MO---2 HNOW DEL/DRG---8
R ESTATE BAL-------- $0 R ESTATE PAY-------- 50 TRADELINE--11 WAS DEL/DRG---0
TOT REV BAL----- $2,806 TOT REV AVAIL------- 0% PAID ACCT---2 OLD TRADE-10-04
------------------------------- SCORE SUMMARY ~-~---v--rmmmmmm oo i e mmee s
NEW NATIONAL RISK SCORE = BO4 SCORE FACTORS: 08, 19, 01, 11
----------------------------------- TRADES =----reemreme e s ma e
SUBSCRIBER CPEN AMT-TYP1 AMT-TYP2 ACCTCOND PYMT STATUS
SUB# KOB TYP TRM ECOA BALDATE BALANCE PYMT LEVEL MOS REV PYMT HISTORY
ACCOUNT # LAST PD MONTH PAY BAST DUE MAXIMUM BY MONTH
*FIRST PREMIER BANK 10-05 §350-L $399-C CHARGOFF DELING 180
1210189 BC CRC REV 1 1-156-07 $3958 12-06 {16} LL6S4321CCCCC
6116079278926116 4-06 $339 cee
PVN/C 10-0%5 5400-L $762-C CHARGOFF DELING 120
0945450 BC CRC REV 1 3-31-07 5762 12-06 (30} LLLL432-10CCC
5763131057533575§ 5-04 §173 [efaialafelaialalalafalns
*+ ACCQUNT CLOSED AT CREDIT GRANTOR'S REQUEST »+
*G M AC 10-05 $27,157-0 $21,961-C CHRARGOFF CUR WAS &0
4510000 FA AUT 36 1 4-01-07 55,763 3-07 {17) LLCCC21CcCoCee
765191947154 10-06 jalslole]
*WASHINGTON MUTUAL HOME 6-05 $175,700-0 FORECLOS FOREPROC
1900809 FM R/C 30Y 1 £-05-08 6-06 { 7) H-BH3-2
1508020500769 9-0%
FIRST PREMIER BANX 10-0% 5350-L $303-H CRCDLOST CURR ACCT
1210189 BC CRC REV 1 3-24-07 3-07 {18} BOODGOOQONCCC
461007B478521810 ccecee

** CREDIT CARD LOST OR STOLEN **

PVN/C 19-04 $400-L $562-H CRCDLOST CURR ACCT
3208450 BC CRC REV I 1-13-07 1-07 {28} BOOCCCCCCCCCOC
5189131017072252 [sefulelisnuivloluinlaf

** CREDIT CARD LOST QR STOLEN **
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Underwriting

RED FLAGS

PRACTICE EXERCISES

APPRAISAL (PAGE 1)

Can you identify the red flags in this appraisal document? For the purpose of this exercise,
assume that this is an owner-occupied refinance. You will find the answers in the back of this book.

File b,
Caze No
Uniform Residential Appraisal Report

The puepeose of s suriary apprasa repert s lo oowde |ve lenderthen: wilt an acoorale 2o adequately §.00070d, Spimcn :J[Im_ ratanl vs o of e b el pranety
“roperty Adzcss 2589 Amber Circle ptode 21144
dorgas Derten X B __dcunty Ak Arpndel
eqal Cessnptor Map 37 Grid 13 Parcel 68
FE3EE5075 FECE ¢ 02903300

Tax Yeai 2006 RE “zves 5 1,673.00

e m0omoos heme Walden ey Refaerte 1881 Cocgue Traz TO22024
Tenant  vaan Specal |¥| P -Dajso.00 peryear_

Fee Simple |—
2 ISHCICN

, Leas:

e ] e

| dd [X] did 17 znalyze e conlract lor £a2 Far the subjecl ouiznase wangaztor. Exdla s reses of the 3na
paiarTes

s 5 o the conarazs “or sale or why e analysis

Cats of Cortraz: Mk I *he pooeny seer te owr e of public recond® ) |".,=5| |Nc I%ata e
VaAn charges sale socessions, I o dows paymar| asssiance, i) o be pac by any 2ary en oeta’of he bor cmcr“ I_I‘r'ﬁ_l\f‘
“he tala dallar s~cunt ang 1escnne the ilams lo Ee paid Wik

Centact #rce § Refinance
15 hiztz: any [naee
I fes, reoon

St

Nate: Race and 1he racial ien of the neighborhocd are not isal factors. _ )
Fepnbahaos JsnoiEl (ol Hoarg Trenda, Draedoic Houning ekl Lol Lii
[ ioban . Prapery Values _ EFHINY gq};l;be _Ceclning  ARICE AGZ | Gre-dr) 75
e 3% Jnder 25%  Cenand'Spply _ Ehefage In Satance 'fms{g« 2005} wisy | FaLns _E]
Rapid X Sl . |Sow Waketing nr—e CJwerdmrs [JUAETOE | Owiots 66w New | MibeFar 5
heghoaiood Bour daic:  Pleasa refer to attached | map. 235 -igh 85 COrTES:
135 Fod 10 Jthit Macant 5

to There are no apparant adversa factars which might impact the subjsct’s marketability cacept as noted within
i pradominant hausing in tha markel area. Access via major thorcughfares is
are i and readily Y is stahle,
Na‘kel Coaditoms tincluding 5. 2707 fcr Ihe above canzusion:; Market exhibits stable property valu.s with supply and demand in approdimate
balances for the season.

Crmersicns Mo survey provided Atea 1,306 =f (.03 mcres Shape Rectangular VIEw  Average |
Sp r Ty \.Id-SIfwt(r RS Zoning SJescnption. Residentiai - Multitamily

o Legyal Hieneandes mng (5 -2 IH _| e 2o
I5 he nghest - best .58 o subscl property &5 impoved (o0 3s propesed per plans 2 specifoatars)

|ineson et
he presetuse? ¥ Ve S I P o

Public_Cther Jdescribe Public _Dther describe; Chtsite Imp Type _Public _Private
.R. — . Vizer i . | Greer Asphak _)( [
X : }

Sanilay Sawpr rx— | Alley MoneTypical - i
TLMA Specal F oot Harard frea | TYes X Mo RS04 Slgod Zone € FEUE MAR 24008 DO31G TEA bap Dale9/7/2004 |

Are the sslilies and's” off-s te ivprovarents lypical ‘ar she narks: area? er ves \h 1He dess e
hre -here any adverse s-e candil s o exlernal Faclors {caserenls. encazchirerls. enyronenta oo~ fiens, ard uses &

“aundal o Walli Concrete ! Good loark Ganpet |3
Extzniar Walls Vimgl | Good I T all ! Average

Asnhalt-Shingle | Gond

2. It Soof § g ag
Basement Foiss B | Sutors B Ewns@ 3 Aluminum / Good Hlaor Winyl [ Average
O gt | %M Fump | Window Typs Double Hung ! Good WArscyCaramie | Avers,
Stert Sashinsulaled ¥es | Gaod ; Uknw,
Soreens Yes ! Good

Angniigs
g

il S
A “erceWaod )
Fercn |E:= wer Eof Zans

dech; and wooden perimotor fonce.
Describe the conditon of tre prope_y i
were in evidencs during
APProAc H.

@ :

E _[Fnusre:l Heatzs X P

w IR amﬁ]—x Re[n:;pml-r X Rargelun [_‘

E Finig o arca_abowe orade carfang. s @ Becooms 4

3 Augy ional Fealures (5pecial erargy =ff 2ent nens. BIC) The subjoct provides tho den sun
[

[

H

as. debenocalion ereval o7& renodeing. okt Mo abnormat external or functional inadequacics
inapaction. Physical inadeguacles are typical af hames of the subject's age and are addressed in the cost

Are trarg any physica’ def dencies ar sdverse candilons 1nar afect tne | vabilily, £52°2ress. of st cwralivear v of the orpery® |)_(|Yes: ko H*¥es descrbe
Seo Atlached Addendum -

7 [Kves [ IHe 14 desente

:nann | e neighberhond (gt ora sy, sty sonorior, use, censlruchcn

Frozde Wac Far= 700 March 2005 o CTCE Marg 26

CUickFORMS Appraisel Boftware 500 622 B727 Page 1 o B
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Underwriting

| RED FLAGS

PRACTICE EXERCISES

APPRAISAL (PAGE 2)

Fla Mo,
Case No
Uniform Residential Appraisal Report
Checae 3 L IES Samonty o'fed it saw e el reg wigng - Lo 5 145,000 i 147,000
“here are Sales i e subges Aeghburk: twewr Tinnths ranging_n sale oo ce ‘ram 3 145,000 Ic§ 147,000
TEATLRE S.BIECT CORPARAET Sall = i SO CRalls @ _COMPARRBLE AL % 2
Friciess 2589 Ambar Circle 2502 Ambar Circle 2585 Opal Drive 2565 Jade Court
Lrofton Crefion Crafton ! Grafton

P nily I, & _ Same Block ._12 Miles 3  Miles
Zale Trice 5 oNA 4 147,000 | ¢ 145,000 1 147,000
Lale Propizrmss Ly Srea § 3 5 7281 s fl 5 56,27 a1, [ (I 7886 5.1

Jiwa Hourceis: . MLS Visual . MLS Viswal | MLS Vizual
‘verifozior Scurces) _ _AAZESOTIN AAZAIDSE AMNZBIDEC

WALLE & 2JUSTHENTS A ZECRPTICN - 05 Adustmer] O L A B AdLslme DESTRPT M+ S dsimer
Aale ar Finarging . 2 Mrkt Rate-Conv_ FHA kit Mkt Ratg-FHA
COnCESS 005 . » | Sales Concesslon + 2,500 1
Jzre of SalelT e — RESC . w07 } RS A
LBE2Lr Surbiurhan _Surburhan Surburban |Surburban
easagholdFas Snpo Fee ! Simpis  Fee ! Simple . Fae ! Simple ) Fee ! Simple
b} .03 Acres .03 Acres O3 Rerms . ... .j.03 Acres
__ | Average Avgrage _ Averags . Average
20 [ Slvig! T T . . Tawnhouse T
Jualry of Cengriztan g 3 Avarag i JAvarage s o
Aotz Age , * 8,000 1 year 48,000 _ _2years -+ 8,000
Cordibgn A
#bove Grade ol Adms| Bathy Tl Banrs| Bats
Saeer Ceunl .8 3 2.5 B 3 |25
Liross Living frez k. 2,188 53t -2,800 1,884 59 M| e 7,040
dasamar & Finshed | 920 Sq. Fr. 920 Sq. F1. ‘Slah 920 54. Ft.
- Soers Beluw Grace 1 bhdrm 1 bath |1 bdrm 4 bath | Nia + 11,000 1 bdrm 1 bath
i “oachona Ly i Average | Average R Avarage Avarage
5 FACAE _FAJEAC . FA!GAT ] JFA CAC
- . SD i gW 80! EW i . ... SDisw S0 5W
< asp __osP o asp osP
z v Deck Deck i Deek L Dack
E Amanities  Fireplace Mo Fireplace + 2,000 No Fireply + 1,500 Na Fireplace + 2,000
E Amenitiss . Fonce Fenca Funce e _FRNER .
= Amanities In Law ﬂuannrs_l NP In Law Qrts _+ 5,000 No ln Law Qrts |+ 5,000 _Noin Law Qrts |+ 5,000
o et A uslmet Tots X - |- cessgon | X[ $+25400 X . - 5+ 22,040
PP Adjusted Sae Prac | Mat Ayl (0% et Ad) 0% Met Adj 0% X
bl cf Coeparabilus ] lGross Aj 0% S 162,800 |Einss ad 0% 170,100 Gross Ad) 0% 5169,040
“f, =i nol isRarch e sale o 1anster - sloy of e 2 2o et oraoe Ty and canparan 2

‘esaarch (X . dd
Drgasournes;
Wy rescarch 3| 44 : i net reves ATy 0ro” 53 &5 of Iranglers of the cor naratle sales for he v
Ceasouroes, MLS
ol e esull: ul 1

cfhs apprasal
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/ Study

This section contains a sample case study
that you can use to hone your skills at
identifying red flags even more.




" RED FLAGS

N

CASE STUDY

CASE BACKGROUND

Clyde Place was losing his home to foreclosure. His son Larry and Larry’s common-law wife, Jackie Wilkins,
decided to purchase the property so that it could remain in the Place family. However, they were unable to qualify
for the mortgage. Consequently, Larry and Jackie asked their friend Carlotta Pagan if she would consider

co-signing for the loan as well as helping out with the down payment. She agreed.

INSTRUCTIONS

For the purpose of this exercise, we are not providing you with the entire loan file. Carefully examine each of the
documents provided and mark all of the red flags that you discover. Please Note: The same type of red flag can appear in
several different locations.

The answers to the case study are provided in the back of this book.
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,RED FLAG #

16

Cost of Basement Missing

The appraiser did not calculate the cost of the basement
separately when calculating the value of the subject
property using the cost approach.

17

Values Not Reconciled

The value determined by the cost approach and sales
approach should be within a closer range.
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statemerts, conc Lsions. and the appraser's cerlification

3 The appraiser tertited in s aaamasal repot is gitner a seb-oontracion or an wmployee of he sugenasasy appraiser {or the
appraisal firm). is qualified 10 pero m this zpo-ziszl, and 15 dcceniable 0 peform this appra sal uncer Ihs appheabla state law.

4. Th s appraisal report complas with the Urigrm Standands of Professios Apprasal Fract ce 1l were adopted and
promJgated by the Apprasal Stendarcs Board of Tne Appra sa Foundation and inat were in plzce al Ike tme s Appraisa
re00T was prapared.

% If this appraisal report was "ensTutec as 2r “electron o record” cortaining my "electronic signalnre,” a% [hagea tarms arg
cefined in applicable federa: ard/or s7ate aws (ecxcluoing audio and vides record ngs). or 3 fecsimile rarsmiss or of this
appra.sal (spoit canamning @ copy o representaton of ny sgaaluee, 1Ne agprEsa raaat shall ke as effective, &nforcean e arc
vaid as fa paper version of this appraisal repon were delivered cortzin rg my oniginzl nand wriller signaure.

@ AP HA R PR FRTEACHY AR R K Y IF RECRARE D)
Riparew S
T Hager F. M lvan s
Cormmrs haTe Hers dosrahads. inc. Cowrramrsy Mera
Cormpmrg Addremn  bidhs Ban il Resa Carrasy Azd=na 1

Lagierasils, MO JCRET _ R

" gty P B _ Telaphrm Herde N
e Gl el Erddel b iss o ]
[l il By ol i _ [Le @ of S s
Fractimp (L of g pein  ClrBiOT Fawe Cord'Chiola -
Bt Caricansn 8 a3-0041 3 S Licwnas &
ar Tinia Licarma ¥ P _—
a (i o) Sawm s Exgirmton Cmis of Corfiosion orLiowms i
Siwn L]

Enznbzn Dutw od Coidoabon o7 Low=e Bl
BUEELT PEOEERTY
RUUSIEES UF PHLEEHTY aFPrsac

AEEN S S ) _ il i i digminrd e et O
Trefem, D T Nl ] Bamidads & Mg propesy or el
[l e of .00
APCHAISED VALIE OF QUOELT POEOEERTT § sano0a D3 irmaa indarior s arcierior of subjss propmry
LEHOEATLENT Diww: of Irmpachaon
Mara
Corroersy Fars _HEE, s, COVIFERARLE 24 B8
oy Addvas B3N Cipsay Brive D=t rcd e aderer of oo sty bk AT R
Bowia, MO DOEEE o] mmod wotwree ol ol i Eeg ek hET G
Eradsl dabui Lot o Wi B
Frede & Mac Fom 70 Mare 2005 Farr g Mag Form X6 Wegh 2005
CickFORMS Appraisal Sotware BO0-E22-B727 Jage O o 8
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18
Missing Signature
The appraiser has failed to sign and date the report.
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UNIFORM RESIDENTIAL LOAN APPLICATION (pAGE 1)

Uniform Residential Loan Application

This application is designed 1o be completed by the applicani(s) with the Lender’s assistance. Apphicants should complete this form as “Borrower™ or “Co-Borrower,” as applicable. Co-Borrower
information must also be provided (and the appropriate box checked) when|_|the income or assets of a person other than the Borrower (including the Borrower's spouse) will be used as a basis for foan
qualification org‘hc income or assets of the Borrower’s spouse or other person who has community property rights pursuant to state law will not be used as a basis for loan qualification, but his or her
liabilities must be considered because the spousc or other person has community property rights pursuant to applicabic law and Borrower resides in a community property state, the security property is
located in a community property state, or the Borrower is relying on other property located in a community property state as a basis for repayment of the loan.

If this is an application for joint credit, Borrower and Co-Borrower each agree that we intend to apply for joint credit (sign below)

Borrower Co-Borrower

L. TYPE OF MORTG AND TERMS OF LOAN

Mortgage ova B Conventional O Other {explain): Agency Case Nuber Lender Case Number
Applied fort O FHA O USDA/Rural 06-0057
Housing Service
Amount Interest Ratc No. of Months Amortization Type: X Fixed Rate O Other {explain):
$ 264,000.00 9.000 % 360 | O GPM O ARM {type)
II. PROPERTY INFORMATION AND PURPOSE OF LOAN

Subject Property Address (street, city, state & ZIP) Na. of Units
146-48 My New Home Drive, Springfield Gardens, NY 11413 2
Legal Description of Subject Property (attach description if necessary) Year Built
SEC 52 BLK 12357 Lot 5 1925
Purpose of Loan B Purchase O Construction D Other (explain) Property will be:

O Refinance 0 Coustruction-Penanent IX Primary Residence O Secondary Residence O Investment

Complete this line if construction or construction-permanent loan.

Year Lot Original Cost Amount Existing Liens (a) Present Value of Lot (b Cost of Improvements Total (a + b}
Acquired

$ $ $ $ $ 0.00
Complete this line if this is a refinance loan.
Year Original Cost Amount Existing Liens Purpose of Refinance Describe Improvements O made O to be made
Acquired Savins and Gift

$ $ Cost: $
Titde will be held in what Name(s) Manner in which Title will be held Estate will be heid in
Carlotta Pagan, Larry Place, Jackie Wilkins Joint Tenants X Fee Simple

O Leasehold (show

expuratzon date)

Source of Down Payment, Settlement Charges. and/or Subordinate Financing (explain)
Savins and Gift

Borrower’s Name (include Jr. or Sr. if applicable)
Carlotta Pagan
Social Seeunity Number (ome Phone DOB (mm/ddyyyy) Yrs. School | Social Security Number Home Phone DOB (mmiddiyyyy) Yrs. School

056-00-4240 i seea cod) 1202567 | 12 sk o)

ok (718) 922-6789
OMarried X Unmaried (include Dependents (not listed by Co-Borrower) O Married  [J Unmarried (include Dependents (not listed by Borrower)
O3 Separated single, divorced, widowed) O Separated  single. divorced, widowed) ;
no. 0 ages no. | ages
I

Present Address {street, caty, state, ZIP) O Own W Rem 12 No. Yrs. resent Address (stroct, city, state, ZIP) 0 Own 0 Rent No. Yrs.
96 Park Drive, Brooklyn, NY 11233
Mailing Address. if different from Present Address Mailing Address, if different from Present Address

If residing at present address for less than two years, complete the following:

Former Address (street, city. state. Z[P) O Own O Rent No. Yrs, Former Address (street, city, state, ZIP) O Own O Rent No. Yrs,
Borrower IV. EMPLOYMENT INFORMATION Co-Borrower

Name & Address of Employer O Self Employed | Yrs. on this job 16y Name & Address of Fmployer 0O Self Employed | Yrs. on this job
Chase Manhattan Bank Yrs. employed in this Yrs., employed in this
4 Metrotech line of work/profession line of work/profession
Brooklyn, NY 11237

16y
Position/Title/Type of Business Business Phone {incl. area code) Position/Titles T'ype of Business Busingss Phone (incl. area code)

T
Accounting i (718) 242-2892

Af employed in current position for less than two years or if currently ¢mployed in more than one position, complete the following:

Freddie Mac Form 65 7/05 Page 1 of § Fannie Mae Form 1003 7/05
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1
Invalid Social Security Number

Carlotta Pagan is using a social security number that
is invalid. Remember, social security numbers cannot
have a zero in positions 4 and 5 or end in 4 zeros.

2

Address Inconsistencies

The address used on Carlotta’s loan application, pay
stub and W-2 is shown to be her PREVIOUS
address, according to her credit report
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UNIFORM RESIDENTIAL LOAN APPLICATION (paGE 2)

Name & Address of Employer

Kabar's Traval Service
1977 Strand Avenue
Brooklyn, NY 11237

PositionTle Type of Business

Manager

Name & Address of Employer

Borrower

O Self Employed

Dates (from - 10)

06/01/2003
! Monthly Income

1,969.24

$

IV. EMPLOYMENT

INFORMATION (cont’d)
Name & Address of Employer

O Self Employed

Co-Borrower

Dates (from - 10}

Monthly Income

$

3/

Business Phone
{incl. area code)

(718) 284-8185

Position/Title/ Type of Business

Busmess Phone

(incl. arca code)

O Self Employed | Dates (from - to)

Monthily Income

$

Nawme & Address of Employer

O Self Employed | Dates (from - t0)

Monthly Incorme

$

Position/Title/ Type of Business

{inel. area code)

Business Phone

Position/Title Type of Business

Business Phone
{incl. area code

Gross Combined Monthly

Monthly Income Borrower Co-Borrower Total Housing Expense Present Proposed
Base Cmpl. Income* S 244374 S 8§ 2,443.74 Rent $  633.00
Overtime 0.00 First Mortgage (P&I[) $ 2017.99
Bonuses 0.00 Other Financing (P&1)
Commissions 0.00 Hazard Insurance 71.06
Dividends/Interest 0.00 Real Estate Taxes 133.00
Net Rental Income 0.00 Mortgage Insurance 1683.02
Other (before compieting, Homeowner Assn. Dues
see the nouce in “desenbe | 1,969.24 1,969.24
other mcore,” below) ! Other
Total [ s4412.98 ]s o000 [s441298 Total s 633.00 s _2,385.07

* Self Employed Borrower(s) may be required (o provide additional documentation such as tax returns and financial statements.

Describe Other Income

BiC

Notice: Alimoay. child support, or separate maintenance income need not be revealed
if the Borrower (B) or Co-Borrower (C) does not choose to have it considered

for repaying this loan.

Monthly Amount

B Second Job

5 T.969.2%

Ths

and any app

schedules may be

D LIABILITIE
leted jointly by both married and unmarried Co-Borrowers if their assets and liabilities are sufficiently

ined so that the Statement

can be meaning fully and fairly presented on a combined basis: otherwise. separate Statements and Schedules are required. If the Co-Borrower section was completed about a non-applicant spouse or other

chedules must be 1

person, this Statement and s

d about that spouse or other person also

Completed O Jointly O Not Jointly

ASSETS

Description

Cash or
Market Value

Cash deposit toward
purchase held by

upon refinancing of the subject property.

Liabilitics and Pledged Assets. List the creditor’s naine, address, and account number for all outstanding debts. including
automobile loans, revolving charge accounts, real estate loans, alimony, child support. stock pledges. etc. Use
on sheet. if necessary. Indicate by (*) those liabilines. which will be satistied upon sale of real estate owned or

LIABILITIES Monthly Payment & Unpaid Balance
List checking and savings accounts below Months Left to Pay
Name and address of Bank. S&L, or Credit Union Name and address of Company S Payment/Months S
Chase Manhattan Di
iscover Card 457
One Chase Square 51.00 1043700
Rochester, NY 14643 o
Acct. o, 801-6759043-01 ©$6,392.00 Acetno. 6024112090542387
Name and address of Bank, S&L. or Credit Union Name and address of Company $ Payment/Months $
AE/Optima
39.00 782.00
Ace $
oot o [ acet, no, 5250210890022661
Name and address of Bank. S&L, or Credit Union Name and address of Company S Payment/Months s
Bank of America
41.00 2,149.00
Aget. no. $ Acct. no. 152451913730

Freddie Mac Form 65 7/05
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3
Generic Job Title
“Manager” is considered too generic. A specific job
title that describes the type of work the employee
does is preferable.

4

Inconsistent Liability Information
Carlotta’s loan application shows that she has a total
of $10,457 on her Discover Card. This is $4,000 more
than the amount reflected in her credit report.
Beware of unusually large deposits into bank
accounts, which are intended for down payments.
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5

Seller Contribution
Exceeds Maximum Limit
According to the Sales Contract, the seller is
contributing $13,200, which is 5% of the purchase
price. For loans that have an LTV of 90% or higher,
the seller may only contribute a maximum of 3% of
the purchase price toward closing costs.

6
Missing Signature

The borrower has not signed or dated the 1003
application.
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VERIFICATION OF EMPLOYMENT

A1 FannieMae

Request for Verification of Employment

Privacy At Notlea: This information @ to ba uses by the dgency irv il OF S BMagl n iy whathd! you qualify 23 4 prodpective mortgagor under i program. [t will
not be disc'osad outkads the agancy axcept ai requirsd and parminied oy lew. Yiou do not have © provide this nformation, but B you de not your applicason far approvel 83 4 prospec-
tlvd momgagor of borrowsr may be dedysd or rejected, The informistion requigied i this foem it autherized by This 38, USC, Chaper 37 [f VAJ; by 12 USC, Section 1701 ot aeg il

HUDFr AN by 42 USC, Secton 14520 (H HUDSCPDY, and Thte 42 USC, 1477 ol saq., or 7 USEC, 1521 st seq. [if USDASFMHAY

Instructions:  Lander — Complate iterm 1 through 7. Have dpplicant complte em B. Forwerd diacuy w emplover namad [n em 1
Empioyar — Pieasa complete aither Part | gr Part 1] as spplicabla, Comphate Part [V amd return diectly 10 bendes named in dem 2.
Tha 1aim 14 to ba irangmittad divgety to the lander wnd I nat to ba transmittad through the spplicant or 0y othar parcy.

Part | — Rey
1. To iNama and addrass of amployer| 2. From (Nam# and address of landert

BINA Mult Seavkes Q%B.OS R

& . B ek Z0OWNED
3
rootlur, Ny 11203 Sorden AT 15730
b cerily that this verificatteh has been sel diracdy to the amployar and has nol passad through the hands of Icant or -mu)Olhsr intarmstad party.
3 Sipnawre of Lender T4, Titte A Cww 6. Landar's Nurnbar
; V) (Cotionalk
I

\& QQ;E-V\. m e Pt QJ\Q}.\_\\ t z'l Fbﬁ.
| have abplied 1or a mortgage loan and statad that | 8m now or was formarly employed by you. My sigghture below authorizes verification of this informanion,
7. Nama and Addre 101 Applicant {include amployes or badgs numberl B. Signature of Applicant

R :

AR Farengn N 1233 e Wi
Part Il — Vanficatian of Prasent Employmant
9. Applicant's Date of Emplayment } 12, Fresdn: Poanca 11. Probability of Continued Employment

1= ’: 9 4

o { Menvager Lo
12A. Currem Gron. Base Poy [Ener Wnl and Chack Parha) 13. Far Milnary Farsonnal Only 14, i Qveriima or Bonus is Apphcabla,
){Annual Haourly Pay Grada Is Its Continuance Likely?
_H Monthly Dther (Specity) Type Monthly Amount Cheertirna o Yas o
$( 11&9‘  \Weekly Banus Tas Na
V‘IZB. Grose Earnings Base Fay ¢ 15. If paid hourly — awerage hours per

Type Vi To Cuw 1| Past S (o | Fasd v (g || Rations s I NA
Thru i Flight o 1 15. Date of applicant’s ngxt pay incraese

easoPar |1 —jSEiee |"Soann | e ! 1=
Clothing s : o7

Cuunime ] e ] e + {7. Prometad amaunl of next pay increasa
—_ Quartsrs ] . .

Commissions | @ L] L] Fro Pay 5 1 1B. Date of applicant's last pay increase
= R — : F;
Crverseas or '; s
Bonus ] i ] Combag § 190 Arnpunt of last pay increasa
Variable Housing .
Tolal g 0L [ 'fl-'q, WO | gy, | SRS Alowance $ 5/

20.Remarks {1t emglovey was oft work for any Ie-ri-g_l-f'l_ of time, please indicate time peried and reason]

Part Ill — Verification of Previous Employmant
21, Dare Hired 23, Salary/¥Wage at Tarmination Par IYear] Moot {Weak|

22, Data Terminaied | Base ... ... _ . Ouertire C lsskoms Bonus

23, Renson for Leaving 5. Position Hedd

Part IV — Authorized Signatura - Federal provide severs | Ites for any fraud, i jonal mi itatign, or griminal connivance

or conspiracy purposad 10 influance the msuance of any g ¥ oor i 0 by the VA 5 ¥, the U.5.D.A., FmHA/FHA Commissioner, or

the HUD/CPD Assistant Secreiary.
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7
Questionable Signature Dates
Notice that the authorized signature from Larry
Place’'s employer is dated one day PRIOR to the
signature date of the loan officer.

8

Missing Year To Date Earnings
There is no base pay listed under the Year to Date
column. It's important to show previous and
continuing income. The YTD should match the hourly,
weekly, or monthly earnings.

9

Whole or Rounded Numbers

These numbers don't make cents! The income
should not appear in whole or rounded numbers.

10
Questionable Authorized Signature
Notice that a Richard Kabar signed the VOE for Larry
Place who works at BMA Multi Services. However,
Carlotta’s 1003 and W2 show her second job to be at
Kabar’s Travel Service.

11

Missing Contact Information

The person authorized to sign this document didn’t
provide their contact information.

12
Authorized Signature Title Unacceptable
A VOE should be completed by someone “senior” to
the applicant. In this case, a supervisor completed a
manager's VOE title.
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PAY STUBS

Earnings Statement

Employes Hame:  LARRY FLACE

1B RAVEN
BROOKLYN, NY 11233 Py Pancer 100G — 10024005 MP o
Fay Date; 10/28/06
Social Security Numhber: 0B8-78-0546 -
Mumber of Allowancas: 11 BMA MULTI SERVICES

78 E. 47" STREET
BROOKLYN, NY 11203

Hours ang Earnings Taxes and D
THre Himedi | This Parlod Year-To-Date Description This Period ear-To-Date
REGLILAR [HECH 2572.52 51450.60 FWT 13569 5834.67
FICA 701 301473
CTHER MT 16.40 70520
SWT £65.02 27095.86
CwWT 31.09 1336.87
s0olsL 60 258D

®

Gross Pay Yesr to Date Gross Pay This Pariod

Total Deductiens Thie Pariod

Met Pay This Pariod

51450.60 2572.53

318.91

811.86

KABAR'S TRAVEL SERVICE

1977 STRAND AVE
BROOKLYN, NY 11237

Employse Numbuer:

Departmant Number

Social Security Number: DEEGE 4560
Marital Status: SINGLE

Numbar of Alowances: 01

Earnings Statement

[ ———T T,

PoyDua  SOMANE
Woucher 3.

CARLOTTA FAGEAM
B5 PARK DRIVE
EROOELYH, Ny 11233

EASYPAY

Huoure and Earmings Tazes and Deductions.
[T | iciam This Perind | Yaar-To-Dale Diezcripficn This Period Vear-Ta-Date
REGULAR | BOODO 984 62 18707.78 FPWT 11815 2835860
1 FICA 51.05 156520
OVYERTIME KT | 11438 341.T3 @
! SWT 49.23 1181.52
CWT 24 62 580.88
SOIsSWH 1.20 28.80
|
Gross Pay Year ta Date Gross Pay This Period Tatal Deductions This Met Pay This Pariod
Period
18707.78 984 .52 568.53 616.00
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13

Invalid Pay Periods and

Corresponding Work Hours
It's unlikely that Carlotta’s pay period was a single
day or that she worked 80 hours during the course of
one day. Pay periods are generally 2 to 4 weeks.
And, although Larry’s 5-day pay period is more
believable, it loses credibility when his pay stub
shows 80 REGULAR hours worked instead of a
combination of REGULAR and OVERTIME.

14
Similar Pay Stubs/
Different Companies
Notice any similarities between Carlotta’s pay stub
and Larry’'s pay stub? Their employers appear to use
the same EasyPay stationery. Hence the formats
should be similar, but they are not.

15
Invalid Pay Date
The pay date for Carlotta’s pay stub is questionable.
A pay date usually occurs several days after the last
day in the pay period.

16

Incorrect Medicare Withholdings

As of March 2003, Medicare withholdings should not
exceed .45%.

NOTE: There is no maximum amount for FICA
(federal tax) withholdings. The amount is determined
by the employee and the number of exemptions that
they have claimed.
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FORM W-2

& Control mumiber

CMB N, 15450004

This infORMATION is bewg fufntshed (0 166 Inbemal Revenue Sarvica. I you
are required to file & tax refurn, & negligance panatty of olher sanction may
e i on # this income i§ taxabla and 13i1 k0 ¢ L3

[rpom devdonon s m

1 A oo e oroemE 2 Federal income Lax withhaid

I E 's address and ZIF coda

11- 1118580 F 228000
¢ Empioyer’s name, atdness, and ZIP code § Goms MECLAT R 4 Sociel security tax withherd
KABAL S TR L ZaAHAT B0 1538.84.00
1277 STRANT IR §  SoeE W A0S Upa &  Madcare wan withhsd
BRCCKLYN, EY 11237 TABD0. (D 350,89
T Sooml secunity 1ps 4 Allocated tips
o [reghrds T Bo08 LEOFTy MUriEe o ¥ Advance EIC payment 10 Bependent care benedits
05504 340
a Employee’s first name and wstial Last name: 11 Nongualified pans g?.l See instruCtons lor box 12
CARLOTTA PAGAN - I
HE PARE CEIVE |:| D D : |
BROOKLYN, MY 11233 el i |
4
@ I
L3
i

15 Sute | Frpscess 0 mEE 1D rare

T S wE. L. P 17 Stots inCome 1ax B Lors wesgers, fn, s Wan
Nyl 112228888 L zemznon LAzarae

20 Locality rame
2403500 9 LB20.50. L LLUNYG

I
Wage and Tax
Form W-Z Statement
Copy C For EMPLOYEE'S RECORDS. (See Motice 1o
Employee on hack of Copy B).

E D D 5 Dapartment of he Tresmary—Intennal Revenue Senvick

a Contrgl Aumiber

DA ey, Y 5 ENR

T eviosma mees H;ﬂ Furrimsd 1 1';| W ral Hmrﬁ v c b O ed BIE
required b dde o @ reiag

. B gl e iy B TIE REE e eEy
an_ssau |; l1'|u. Ineeme istaxabkla .m:f FEL ?’lll i

b Ermpliryg ol il gia ol m

11-3556H0Y

T A W ST T i TENOE SCOTE LD D
SEE00.00 TO48 00

€ Emplayer's name. address. and ZIF code
BMa MULTI-SERVICES AGENCY

78 EAST 4TH STREET
BROOKLYMN. NY 11203

1 Sooal wroes AR 4 Gocisl sy L verhasid

L hanng oo J 3245, 80

§ Mgdops segEs B ED i Wedeoms L e
___Sam0p.00 | B52. &0

7 Sockd moaiy § B Alocaled bps

e @

5 Advancs EIC payrent 10 Dependant care benafits

Capy B Ta e Fissd with Empleyrs o FECERAL Tas Retnn,

e Employee's first name arod inatigl Lasl name 11 Haonqualified plans EZ.! Seg inshiuctons for box 12
LARRY PLACE BRI Eh
18 RAVEN 0 0O 0O ; |
BROOKLYM. NY 11233 1 G 12¢ |
SDISUI 31.20 129
1_Empioyee s andress and 2P cade , G
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17

Invalid Employer

Identification Numbers
The IRS requires that all businesses with employees
on a payroll must have an EIN. The number should
be nine digits and formatted in the following manner:
XX-XXXXXXX. Each business is supposed to have a
unique number. However, both Carlotta’'s employer,
Kabar’s Travel, and Larry’s employer, BMA Multi-
Services, are shown here with the same EIN number.

18
Missing SDI/SUI Information
Carlotta’s pay stub included SDI/SUI deductions.
Hence, these deductions should appear in box 14 on
her W-2. SDI/SUl is a form of disability and
unemployment insurance.

19
Different Typeface
The W-2 for Larry Place appears to have been altered
because the typeface is inconsistent here.

20
Off-Centered Numbers
Notice that the numbers in these boxes are not
aligned. Generally, W-2 forms are computer-
generated and the numbers are aligned. This is a
possible indication that the document has been
altered.

21

Overlapping Information
Larry Place's social security number is overlapping
the title of box “d” - Employee Social Security
Number. This is a possible indication that the
document has been altered.

22

Incorrect Copy of W2 Form
Larry Place has provided a copy of his W-2 form that
is supposed to be filed with his FEDERAL tax return.
You should generally expect to see COPY C, which is
kept for the employee’s records.
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Inconsistent Social
Security Numbers
Not only is Carlotta using an invalid social security
number, but her credit report reveals two different
numbers. Combine this finding with that fact that
CREDIT RE PORT ;evera\ trade gccourjts were opened all at the same
time and the inconsistencies related to her age and
address—the possibility of identity theft is raised.

24

Trade Accounts Opened

ANSWER KEY: CASE STUDY

at the Same Time

EE5 REPORTING SERVICES, INC. Telephone (354) 96B-2080 ]
4400 West Sample Road, Suite 228 Facaimile (954] $69-575& Four of the five trade accounts were opened all at
Coceonut Creek, Florida 33073 Tell Free {800} 283-2747 _the same time. Combine this flnd!ng with _the
inconsistencies related to her social security number,
S S S S S S S S S S S S e S S S e A = S m S m o ————— oo age, and addresses, and the possibility of identity
For: SLLENS Requested By: TRACEY theft is raised.
CITY HOME MORTGAGES Sources : TRW EFX TU
500 ©0ld Country Road Ordared ; 10/15/ 06 25
Completed . 10/15/06 Undisclosed Debt
gzrgd?g ;_i;zigm 11530 Case .NO' : 6876181 According to her credit report, Carlotta recently
- Inquary No. @ 92117217
Report Na. @ 82180180 pqrchased a new cqr for more than‘$1l€l3|§. Hovveyer,
@ this debt was not disclosed in the liabilities section of
Applicant: CARLOTTA, PAGAN 85N 292-32-8121) Age: 37 the 1003.

fuer Add :© 14504 IND 8T, JAMAICA, W¥ 11413
Prevw A4 : 3§ FARE DRIVE. BROGKLYN, ¥ 11233
+ + * 0D EDI T+ + &
Creditor Hame Cpend High CR MOP Current EC -HISTORICAL- Paymt
Acct. No. {File IDs) Rptd Palance SRC Status OA 30 €0 90 Moa Amt

DISCOYR D 1101 3Ed5T RE-1 AF MEREED J - = = &1 5301
GOZ4L1TI0FO54TIET QRS 06 FE4ST EFX
AMT FRET DOE: E0
101
MBNA AMERICH 03756 | $2186 R-1 AS AGREED A 0 0 o 06  S41
52502108900226661 0 s 42149 TU
AMT PAST DUE: sa
BLENDED FROM EFXK, TRW AND T, @
{BCDY
HACY' S 02736 | $2186 R-1 AS AGREED A 0 O 0 08 $72
752451913730 gafod | 1428 TU
AMT PAST DUE: 50
{c)
LE/CPTIMA B2fsé | 3875 R-1 AS AGREED A 0 0 0 as $39
3822507 ofeE | 5782 TRW
AMT PAST DUE; £0
{a)
TOTOTA basog S1B450 R-1 AS ARCREED & - - - O& H32EZ
51390E @ o806 | |#17968 EFX
§

Filed Acticn and Amount Cage Humber
raid Sratua Saurce Plaintiff {File ID=s!}
GB/02 JUDGMENT 5371 00003436693
11/02 SATISFIED EFX ALL CITY KIRBY CENTER

DEFENDANT: CARLOTTA
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This section contains a variety of documents
that can be useful in helping you to identify
and verify red flags.
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USEFUL WEB SITES

www.bbb.org Better Business Bureau
This Web site allows you to find information on over two
million businesses and charitable organizations.

www.realtor.com REALTOR.com
Use this link to access information about current home list-
ings, subject property, comparables, and neighborhoods.

www.ftc.gov Federal Trade Commission
This site provides information on fraud statistics.

www.crimetime.com CrimeTime.com
The Black Book Online feature provides a free database
for searches of people, social security numbers, phone
numbers, etc.

www.realmarketing.com Realtimemarketing.com
Provides a State by State guide to Tax Assessors Web sites.

www.zillow.com Zillow
Provides a “zestimate"of home values on homes across the U.S.
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SOCIAL SECURITY NUMBERS

The following are fictitious numbers used on sample Social Security cards in wallets & advertising

022-28-1852
042-10-3580
062-36-0794
078-05-1120

095-07-3645
135-01-6629
141-18-6941
165-16-7999

Social Security Number Issuing Locations

Leading Issued
Numbers From

001-003 New Hampshire
004-007 Maine

008-009 Vermont
010-034 Massachusetts
035-039 Rhode Island
040-049 Connecticut
050-134 New York
135-158 New Jersey
159-211 Pennsylvania
212-220 Maryland
221-222 Delaware
223-231 Virginia
232-236 West Virginia
232 North Carolina*
237-246 North Carolina
247-251 South Carolina
252-260 Georgia
261-267 Florida
268-302 Ohio

303-317 Indiana
318-361 lllinois

362-386 Michigan
387-399 Wisconsin
400-407 Kentucky
408-415 Tennessee
416-424 Alabama
425-428 Mississippi

165-18-7999 189-09-2294
165-20-7999 212-09-7694
165-22-7999 219-09-9998
165-24-7999 306-30-2348

Leading Issued

Numbers From

429-432 Arkansas

433-439 Louisiana

440-448 Oklahoma

449-467 Texas

468-477 Minnesota

501-5602 North Dakota

503-504 South Dakota

505-508 Nebraska

509-515 Kansas

516-517 Montana

518-519 Idaho

478-485 lowa

486-500 Missouri

520 Wyoming

521-624 Colorado

525 New Mexico

526-527 Arizona

528-529 Utah

530 Nevada

531-5639 Washington

540-544 Oregon

545-573 California

574 Alaska

575-576 Hawaii

577-579 Washington DC

580 Virgin Islands

580-584 Puerto Rico

*Number 232, with middle digits 30, has been reallocated to N. Carolina from West Virginia
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308-12-5070
468-28-8779
549-24-1889
987-65-4320
Leading Issued
Numbers From
585 New Mexico
586 Guam
586 American Samoa
586 Philippine Islands
587-588 Mississippi
589-595 Florida
596-599 Puerto Rico
600-601 Arizona
602-626 California
627-645 Texas
646-647 Utah
648-649 New Mexico
650-653 Colorado
654-658 South Carolina
659-665 Louisiana
667-675 Georgia
676-679 Arkansas
680 Nevada
681-690 North Carolina
691-699 Virginia
700-728 Railroad Board
750-751 Hawaii
752-755 Mississippi
756-763 Tennessee
764-765 Arizona
766-768 Florida
769-772 Florida
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W-2 Social Security and Medicare Tax Calculation Chart

Maximum Maximum
Year Taxable Wages Tax Rate
1994 Social Security $60,600.00 $3,757.20 6.20%
Medicare Tax Unlimited Unlimited 1.45%
1995 Social Security $61,200.00 $3,794.40 6.20%
Medicare Tax Unlimited Unlimited 1.45%
1996 Social Security $62,700.00 $3,887.40 6.20%
Medicare Tax Unlimited Unlimited 1.45%
1997 Social Security $65,400.00 $4,054.80 6.20%
Medicare Tax Unlimited Unlimited 1.45%
1998 Social Security $68,400.00 $4,240.80 6.20%
Medicare Tax Unlimited Unlimited 1.45%
1999 Social Security $72,600.00 $4,501.20 6.20%
Medicare Tax Unlimited Unlimited 1.45%
2000 Social Security $76,200.00 $4,724.40 6.20%
Medicare Tax Unlimited Unlimited 1.45%
2001 Social Security $80,400.00 $4,984.80 6.20%
Medicare Tax Unlimited Unlimited 1.45%
2002 Social Security $84,900.00 $5,263.80 6.20%
Medicare Tax Unlimited Unlimited 1.45%
2003 Social Security $87,000.00 $5,394.00 6.20%
Medicare Tax Unlimited Unlimited 1.45%
2004 Social Security $87,900.00 $5,450.00 6.20%
Medicare Tax Unlimited Unlimited 1.45%
2005 Social Security $90,000.00 $5,580.00 6.20%
Medicare Tax Unlimited Unlimited 1.45%
2006 Social Security $94,200.00 $5,840.00 6.20%
Medicare Tax Unlimited Unlimited 1.45%
2007 Social Security $97,500.00 $6,045.00 6.20%
Medicare Tax Unlimited Unlimited 1.45%
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RESOURCES

Issued From

Prefix Issued From Prefix
01 Augusta, Maine 52
02 Portsmouth, New Hampshire b4
03 Burlington, Vermont b5
04 Boston, Massachusetts 56
05 Providence, Rhode Island 57
06 Hartford, Connecticut 58
07 Atlanta Service Center 59
08 Andover Service Center 61
09 Kansas City Service Center 62
11 Brooklyn, New York 63
13 Manhattan, New York 64
14 Albany, New York 65
16 Buffalo, New York 66
17 Cincinnati Service Center 68
18 Austin Service Center 71
19 Brookhaven Service Center 72
22 Newark, New Jersey 73
23 Philadelphia, Pennsylvania 74
25 Pittsburgh, Pennsylvania 75
28 Philadelphia Service Center 76
29 Ogden Service Center 77
31 Cincinnati, Ohio 81
33 Laguna Niguel, California 82
34 Cleveland, Ohio 83
35 Indianapolis, Indiana 84
36 Chicago, Illinois 85
37 Springfield, lllinois 86
38 Detroit, Michigan 87
39 Milwaukee, Wisconsin 88
41 St. Paul, Minnesota 89
42 Des Moines, lowa 91
43 St. Louis, Missouri 92
45 Fargo, North Dakota 93
46 Aberdeen, South Dakota 94
47 Omaha, Nebraska 95
48 Wichita, Kansas 98
49 Memphis Service Center 99
51 Wilmington, Delaware

Baltimore, Maryland
Richmond, Virginia
Parkersburg, West Virginia
Greensboro, North Carolina
Columbia, South Carolina
Atlanta, Georgia
Jacksonville, Florida
Louisville, Kentucky
Nashville, Tennessee
Birmingham, Alabama
Jackson, Mississippi

Ft. Lauderdale, Florida
Puerto Rico

Sacramento, California
Little Rock, Arkansas
New Orleans, Louisiana
Oklahoma City, Oklahoma
Austin, Texas

Dallas, Texas

Houston, Texas

San Jose, California
Helena, Montana

Boise, Idaho

Cheyenne, Wyoming
Denver, Colorado
Albuguerque, New Mexico
Phoenix, Arizona

Salt Lake City, Utah

Las Vegas, Nevada
Fresno Service Center
Seattle, Washington
Anchorage, Alaska
Portland, Oregon

San Francisco, California
Los Angeles, California
A/C International
Honolulu, Hawaii
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