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A web based, interactive and collaborative software intelli-
gence tool that tracks the patterns of behavior of mortgage
originators, lenders, and others involved in the lending
process and automatically identifies instances of non-com-
pliance or potentially fraudulent activities or patterns of
conduct that are deemed either deceptive to the borrower or
anti-consumer by government agencies charged with over-
sight of the lending industry.
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WEB-BASED CONSUMER LOAN DATABASE
WITH AUTOMATED CONTROLS FOR
PREVENTING PREDATORY LENDING

PRACTICES

BACKGROUND OF THE INVENTION

[0001] A software intelligence tool to track mortgage
broker originators and lenders’ behavior toward mortgage
consumers to eliminate, or reduce predatory and fraudulent
lending practices and reduce foreclosures resulting from
such predatory lending practices in the form of a web-based
interactive database will be utilized. The software tool will
permit governmental regulators to generate comparative
reports that will permit that regulator and other government
agencies to review and discover patterns of conduct with
regard to properties in designated geographic areas of
municipalities or larger governmental entities by identifying
mortgage loan originators, loan types, neighborhoods, zip
code groupings, and other participants in the lending process
such as real estate appraisers and title companies.

[0002] Various governmental authorities have the obliga-
tion of overseeing loan transactions to determine whether
these transactions meet the minimum legal requirements,
i.e., appropriately qualifying borrowers, so that the transac-
tions can be made. Usually the oversight occurs long after
the loan transaction is consummated, and usually at the time
of a default or foreclosure action taken against the property
that secures the loan. Determining that predatory or fraudu-
lent transactions occurred months or years before surfacing
does not serve to protect the community of borrowers and
could be considered an abdication of the governmental
oversight obligation to appropriately protect the borrowing
consumer from such illegal practices.

[0003] The present invention will allow governmental
regulators real-time oversight of loan transactions as each is
progressing through the qualifying stages requiring entry of
information about the property and the consumer borrow-
er(s) by loan originators or lenders, credit counseling agen-
cies, and title companies as each transaction moves from
application through closing. The present invention enables
data entry to a common database by each of the entities
involved in the transaction, automatic oversight concerning
qualification and the need for credit counseling, and the
approval of the loan transaction prior to enabling a certifi-
cate necessary to record the new mortgage document and
deed to the property.

SUMMARY OF THE INVENTION

[0004] A web based, interactive and collaborative soft-
ware intelligence tool that tracks the patterns of behavior of
mortgage originators, lenders, and others involved in the
lending process and automatically identifies instances of
non-compliance or potentially fraudulent activities or pat-
terns of conduct that are deemed either deceptive or anti-
consumer by government agencies charged with oversight of
the lending industry. To further assist with the reduction, and
ultimately the elimination of predatory lending, the software
provides an intelligence capability to identify high cost
loans; risk factors that tend to be associated with loans that
go into default, patterns of activity by those involved in the
process or as evidenced by actions involving a property or
neighborhood and alerts to regulators in threshold; and
statistical measurements and rules.
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[0005] The software tool enables web-based data entry
from Lenders/Originators, Credit Counseling agencies, and
Title Companies, and will have the ability to provide links
to a number of financial and credit bureau gateways to
provide accurate, real time information for the purpose of
identifying unscrupulous behavior from lenders, and iden-
tifying high-risk borrowers. The database will also provide
comparative internal measurements based upon transactions
actually occurring in the market place and have the ability to
compare a particular transaction to other transactions in a
designated neighborhood, zip code or region.

[0006] The software will provide regulators with compli-
ance tools and the ability to measure behavior and determine
where foreclosures increase as a corollary to such behavior.
The regulators will be able to identify patterns of such
activity, whether the same parties are participating in a given
pattern of conduct, where these activities are taking place
and who is being harmed by such activities, as well as who
might be benefiting from them.

[0007] The software system will offer an interface with
credit counselors to review a particular loan transaction with
aborrower who is referred to credit counseling and will offer
the credit counselor the ability to take the borrower through
the loan being quoted to assist the borrower’s understanding
of the overall financial transaction.

[0008] The software will afford users a flexible web-
based, interactive and collaborative intelligence tool for
detecting whether a loan applicant requires credit counseling
by alerting the borrower(s), loan originators and title com-
pany to a requirement for the applicant(s) to attend a credit
counseling session. This can be accomplished via e-mail to
the data entry entity and will require notification to the
borrower(s) that credit counseling is required before the loan
process can continue. Whether the loan applicant is required
to attend, has completed credit counseling is determined
automatically by the present invention in accordance with
established guidelines adopted by the governmental agency
responsible for overseeing these types of transactions. All
such transactions by data entry and notification are accom-
plished through a user intuitive interface over a secure
communications pathway.

[0009] The present invention also allows the loan origi-
nator to amend the original loan transaction information
prior to closing. When such changes occur, the software will
track the number of changes or amendments made and
analyze such changes to determine whether they remain
within the guidelines. If the changes trigger a requirement
for credit counseling, the software will call for an appropri-
ate notice to be provided to the borrower(s) by e-mail or
otherwise, along with a list of approved credit counseling
agencies, and the process will be held in abeyance until the
credit counseling takes place.

[0010] The present invention permits a representative of
the governmental agency to access and track a loan trans-
action, and any amendments, to determine compliance with
regulatory rules. The software has the capacity to automati-
cally notify regulators of compliance requirements, i.e.,
notice due dates, and will also provide for monitoring
licensee performance. If the software system notes that the
original or amended loan application indicates predatory
lending or a negative economic benefit to the borrower(s),
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e-mail communications can be generated to notify the regu-
lator of a need to conduct an audit of the transaction and the
licensee entity.

[0011] To further assist with the reduction or elimination
of predatory lending, the software system provides an intel-
ligence capability through customized reports that can help
identify high cost loans, risk factors that tend to be associ-
ated with loans that go into default, patterns of activity by
those entities involved in the lending process involving
targeted properties or neighborhoods, etc., and statistical
measurements and regulations that all can trigger alerts to
regulators based on preset thresholds. In addition, the soft-
ware system helps measure certain patterns of behavior and
collates locations and times when foreclosures increase as a
corollary of such patterns of behavior. Regulators will then
be able to identify the patterns of behavior, the entities
responsible for such behavior, where such actions are taking
place, and identify who is being harmed and who is ben-
efiting from such activities. Overall performance reports are
also capable of being generated for supervision and effi-
ciency of the program. Finally, the software system will
assure that all participating entities, i.e., loan originators,
credit counselors, title companies, and closing agents, com-
ply with all regulatory restrictions built into the software
concerning the particular agency utilizing the invention.

[0012] Other objects will appear hereinafter.

BRIEF DESCRIPTION OF THE DRAWINGS

[0013] For the purpose of illustrating the invention, there
is shown in the drawings forms which are presently pre-
ferred; it being understood, however, that the invention is
not limited to the precise arrangements and instrumentalities
shown.

[0014] FIG. 1 is a flow diagram of the user interface for
the loan originator.

[0015] FIG. 2 is a flow diagram of the user interface for
the credit counselor.

[0016] FIG. 3 is a flow diagram of the user interface for
the loan originator for amendments to the original loan
terms.

[0017] FIG. 4 is a flow diagram of the user interface for
the closing agent or title company.

[0018] FIG. 5 is a flow diagram of the user interface for
the regulator or regulating entity.

[0019] FIG. 6 is a flow diagram of the user interface for
the administrator in the regulating entity.

DETAILED DESCRIPTION OF THE
PREFERRED EMBODIMENTS

[0020] The following detailed description is of the best
presently contemplated mode of carrying out the invention.
The description is not intended in a limiting sense, and is
made solely for the purpose of illustrating the general
principles of the invention. The various features and advan-
tages of the present invention may be more readily under-
stood with reference to the following detailed description
taken in conjunction with the accompanying drawings.

[0021] Reference may be had to the various drawing
figures, i.e., FIGS. 1-6, in following the description of the
software system and database of the present invention as
presented below.

Sep. 28, 2006

[0022] The present invention creates a method and auto-
mated process or system that will utilize a copyright pro-
tected database to combat predatory lending practices by
unscrupulous third-party mortgage loan originators. The
database will be utilized by various governmental regulatory
agencies charged with oversight of certain loan transactions.
The database requires the input by the loan originator,
through a web based platform that calls for factual data
concerning the loan terms being sought, the loan terms being
procured, the borrower(s) personal and financial condition,
and the service providers to the borrower(s) who are
involved in the residential first or second mortgage loan, or
home equity loan transaction. The database will also permit
amendments to be made by the loan originator prior to
closing.

[0023] The software system and database will alert bor-
rowers, loan originators and title companies (if known
during the loan application entry) of an applicant that are
determined to require credit counseling based upon govern-
mental regulations. The software will automatically contact
participating loan originators via e-mail or via telephone
messaging of the determined requirement for an applicant to
attend credit counseling. This will trigger the loan originator
to send a notice to the borrower(s) that credit counseling is
required and also provide a list of approved credit counsel-
ing agencies. All of these actions are accomplished through
a user intuitive interface over a secure communications
pathway.

[0024] The database will also permit, through web-based
access, HUD approved credit counselors to review the
borrower and proposed loan information with the borrow-
er(s) referred for credit counseling. The credit counselor will
have access to the database to enter the assessment based
upon the interview with the borrower(s) and the date that
such interview took place. In addition, the credit counselor
will be required to enter any inconsistencies between the
information entered by the loan originator and the results of
the interview with the borrower(s) as conducted through
prompts and checklists to the credit counselor to lead the
counselor through the interview of the borrower(s). Any
difference in the information provided by the borrower(s)
between that entered by the loan originator and that entered
by the credit counselor will enable the software system to
measure the performance of the loan originator and to ensure
that a fair credit counseling assessment is entered into the
database within the time permitted for doing so.

[0025] The database also provides web-based access to
title insurance companies who will enter data regarding the
loan(s) to complete RESPA HUD 1 Settlement statement
data, Truth in Lending Good Faith Estimates, Regulation Z
notices, and any other local Forms that are required to be
entered into the database. The database will compare the
information entered by the title company to that entered by
the loan originator and, if discrepancies are detected, an
automated notice will result to advise the title company to
verify its information. If the title company entries are
accurate in view of the loan actually executed by the
borrower(s) the system will create a certificate of completion
to be printed once all data from the originator and the title
company (and if one was involved the Credit Counselor) has
been entered into the database, but retain the list of any
discrepancies for later review and audit by the regulating
agency. The system will then allow the closing (completion
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and disbursement) by the title company and the printing of
a Closing Certificate that will note any discrepancies that
exist between the entries of the loan originator and the title
company, and may be recorded with the mortgage.

[0026] The software system and database can be accessed
through any currently known communications pathway, e.g.,
broadband, dial-up or virtual private network computer
connection. Each segment of the software system and data-
base has a unique portal for access depending upon the type
of entity using the system.

[0027] The following is a description of the fields of data
to be collected and stored by the database segregated by
entity type and portal nomenclature. The pages that follow
set forth a flow of the methodology and users of the software
system and database, as well as describe input screens that
evidence the look of the web-based interfaces between the
originator and the regulator’s web site, the credit counselor
and the regulator’s web site, and the title company and the
regulator’s web site.

Loan Originator Portal and Interface

[0028] The Loan Originator Portal will include the data
entry necessary to complete the RESPA HUD 1 Settlement
Sheet, residential loan application forms, Good Faith Esti-
mates of closing costs, Regulation Z and TILA disclosures.
This information is required to make the determination if the
borrower(s) is/are required to participate in credit counsel-
ing, either due to a detected predatory lending action or
because the borrower(s) cannot meet the new financial
obligation based on a debt to income ratio. Further, the
requirement to enter the borrowers’ information as part of an
application stored in the database will ensure the entry of the
information within the permitted time frame pursuant to any
statute or regulation.

[0029] The information to be collected includes, but is not
limited to the following:

[0030] 1. name and address of the borrow(s)
[0031] 2. Social Security number of borrower(s)

[0032] 3. photographic identification of borrower(s),
e.g., drivers license,

[0033] 4. identifier or PIN for property,

[0034] 5. description of property to be used as collateral
describing its type, e.g., single family residence,
duplex., multi-unit, commercial, industrial, etc.,

[0035] 6. loan amount requested and whether for per-
sonal or business use,

[0036] 7. address of property to be used as collateral,
[0037] 8. current title holder,

[0038] 9. borrower’s income range set forth on the
application and place of employment, title or position,
and whether an ownership interest in employer exists;

[0039] 10. credit score of the borrower(s) at time of
application,

[0040] 11. name, address and contact information
including telephone numbers and e-mail addresses for
all mortgage brokers and their license numbers,
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[0041] 12. name, address and contact information
including telephone numbers and e-mail addresses for
all loan originators and their license numbers,

[0042] 13. name, address and contact information
including telephone numbers and e-mail addresses for
all title companies,

[0043] 14. name, address and contact information
including telephone numbers and e-mail addresses for
all surveyors and their license #,

[0044] 15. name, address and contact information
including telephone numbers and e-mail addresses for
all appraisers,

[0045] 16. name, address and contact information
including telephone numbers and e-mail addresses for
all real estate brokers,

[0046] 17. name, address and contact information
including telephone numbers and e-mail addresses for
all real estate sales persons,

While the names and license numbers of the loan origi-
nator and the lending entity he works for are required
to be entered, the license numbers for the appraiser, the
realtor, and the title company can be optional according
to local statute and/or regulation.

[0047] The information that is required to be included for
each loan application, as set forth above, also includes any
Promissory Note and Mortgage terms such as the following:

[0048] 1. points as both a percentage and actual dollar
amount;

[0049] 2.yield spread premium earned by originator on
each loan,

[0050] 3. interest rate and type of note, e.g., adjustable
or fixed rate,

[0051] 4. prepayment limitations or restrictions, if any,

[0052] 5. total amount of loan and whether negative
amortization is possible during the loan term,

[0053] 6. statement of monthly payment indicating both
principal and interest amounts, the amortization period
and whether the loan is subject to a balloon payment,

[0054] 7. whether the loan is for the purchase of a new
property or the refinance of a property already owned
by the borrower(s),

[0055] 8. if a refinance, the amount of the earlier loan,

[0056] 9. the current balance of indebtedness to be paid
off (both secured and unsecured) with each indebted-
ness detailed and then totaled,

[0057] 10. the identity of the surveyor, appraiser and
realtor, if known,

[0058] 11. the application must state if a first or second
mortgage, or both;

[0059] 12. if two or more loans are contemplated all
loans terms must be registered and the 2°¢ loan needs
to refer to the file number of the first as applied for and
so forth;
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[0060] 13. estimated closing costs shown on truth in
lending form must be reported in itemized fashion,

[0061] 14. all fees of originator both paid before, at and
outside of closing, not set forth above,

[0062] 15. annual real estate tax for the property and, if
a condominium or shared property, the monthly assess-
ment and any special assessment, if known,

[0063]

[0064] 17. whether credit life insurance is to be sold
with the loan, and the amount,

[0065] 18. the purpose for the loan, e.g., new acquisi-
tion, refinance for better rate, debt consolidation; home
improvement, business,

[0066] 19. whether there is a housing court case pend-
ing with the case no., if loan is for required repairs,

16. any escrow terms, e.g., taxes, etc.,

[0067] 20. the notices provided in accordance with
Good Faith Estimate of Closing Costs, given or not,
and date,

[0068] 21. Truth in Lending Escrow Disclosure, given
or not, and date,

[0069] 22. whether this is a “no document” program,

[0070] 23. whether YSP is disclosed to borrower and
date and form of disclosure (oral, written or electronic),

[0071] 24. if a document program, has originator
received a copy of tax returns,

[0072] 25. name of person or company who prepared
the tax returns for applicant,

[0073] 26. income of applicant in ranges,
[0074] 27. applicant’s credit score(s),

[0075] 28. cost of credit report and application fee to
originator and whether application fee is to be paid at
application or closing,

[0076] 29. information about the originator and how
they obtained applicant, e.g., direct mail, cold call
referral, door to door, repeat customer, other,

[0077] 30. file number as assigned by system

Following the entry of all of the required data and
information in the appropriate fields, the Loan Origi-
nator Portal must also be able to accommodate a
printing function. The ability to print and/or reprint any
required Notices, particularly whether an applicant is
required to seek credit counseling, is a necessary func-
tion. The Portal must also facilitate contact with the
borrower(s) and other participants in the program.
These include the title company (if known at the time
of taking the original application) the loan originator.
Contact can be initiated via e-mail, telephone messag-
ing, or regular mail, as required by statute or regulation.

Loan Originator Amendment Interface
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identified. In each instance the reason for the change must be
noted in accordance with the following instruction—Check
all those that apply:

[0079] Different program ; better rate ;

switch from fixed to adjustable ; borrower’s
credit score worsened ; different program
required ; first lender rejected ; with date

of letter or rejection ; borrower did not qualify

; with brief reason or description (income too
low, debts too high, not enough money down, credit
rating score, etc.

There should also be a fill-in text box for the name of any
credit counselor recommended by loan originator. In
this manner, the software system and database provide
a mechanism to both track changes and allow the
changes to be made and viewed in connection with an
open loan application and/or loan. The software will
monitor whether any change will trigger a requirement
for credit counseling by determining whether the
amended terms fall “out-of-bounds” for the accepted
credit counseling conditions. If this occurs, the soft-
ware system will mandate credit counseling whether or
not the borrower(s) previously were required to attend
a credit counseling session. A Notice to attend credit
counseling is generated and printed and the software
system automatically re-contacts the persons involved
as described above. If any amendment does not mate-
rially change the risk associated with the loan and a
previously mandated credit counseling session, the
subsequent credit counseling session may be limited to
a discussion of the changes made to the loan terms,
associated risk, etc. that are different from the prior
credit counseling session.

Credit Counselor Portal and Interface

[0080] The Credit Counselor will act to verify the entered
data and information in each field with a corresponding field
beneath to record changes. The fields set forth below will be
recalled automatically from the database as filled out and
submitted by the loan originator. These original fields will be
static and the credit counselor will be able to submit his or
her information as gathered directly from the applicant in the
corresponding field text boxes. The software system will
provide the credit counselor with all of the information
entered into the database by the loan originator as obtained
from the applicant. The data will be displayed in such a
manner SO as to enable the credit counselor to verify the
information with the applicant and to enter any changes in
the corresponding text box fields appropriately positioned
below or to one side of the originally entered information.
The software system will enable the credit counselor to
provide an overall assessment based upon data and infor-
mation obtained from the applicant as required by statute or
regulation. In addition, the software will track the individual
credit counselor identification number to ensure that any
issues regarding the counseling arise, the system can direct
the inquirer to the credit counselor that provided the par-
ticular counseling.

[0081] The credit counseling required the counselor to
re-interview the applicant and to obtain the response to the

[0078] The above fields will be required to be displayed
with boxes underneath for amendment purposes so that any
item of information to be changed prior to closing can be

same questions asked by the loan originator. These seven-
teen (17) items of information are set forth above and
include, without limitation, the personal information of the
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applicant/borrower, identifying indicia for and owner of the
property, amount requested for the loan, credit score for all
borrowers, and identifying indicia for mortgage brokers,
loan originators, title companies, surveyors, and appraisers.
The credit counselor need not, in all cases, verify the
identifying indicia for real estate brokers and real estate sale
persons. However, the names and license numbers of the
originator and the company he works for are required to be
verified, but the license number for the appraiser, title
company and the realtor need not, in all cases be required to
be verified.

[0082] For each loan application for which credit coun-
seling is required, the counselor is mandated to review with
the applicant(s) all of the thirty (30) items as set forth the
above concerning the Promissory Note and Mortgage terms.
In addition, the credit counselor will note the following and
enter the response(s) received from the applicant(s) accord-
ingly:

[0083] Where applicant was given notices did they under-
stand them:

[0084] Yes No Understanding Marginal

[0085] Does the applicant speak English? Yes No

[0086] Does the applicant have any physical disabilities?

[0087] Hearing
Physical Impairment

0088] Race of applicant:
[ PP
[0089] Caucasian

Vision Mental

African American

Hispanic Asian American Indian
Other
[0090] TIsapplicant a U.S. Citizen? Yes No

[0091] A text box should be provided for the counselor’s
brief comments or any problems noted, including any rec-
ommendations regarding the applicant(s) or the loan pro-
cess. The credit counselor must then give an assessment of
the loan as follows:

[0092] Loan should not be approved indicia of fraud

[0093] Loan should be approved, no material problems
noted

[0094] Borrower cannot afford loan

[0095] Borrower’s ability to afford loan is suspect ______
[0096] Borrower does not understand transaction

[0097] Borrower does not understand costs

In addition, the credit counselor will be required to indicate
whether the applicant(s) discussed their economic position
with the counselor and received the recommendations of the
counselor in accordance with the following example.

[0098] Borrower had their monthly income and
expenses reviewed and disclosed to them Do
not proceed with loan, cannot afford Discrep-
ancies noted between applicant’s verbal understanding
and originator’s completed form Borrower
precipitously close to not being able to afford the loan
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the true cost of debt consolidation and the need
for discipline in running up more credit card debt
discussed

Title Company or Closing Agent Portal and Interface

[0099] At the time that a closing on the loan between the
borrower(s) and the lending institution occurs, a title com-
pany or closing agent will be able to gain access to the
application and loan document data entered in the database
and view the completed information. The representative of
the title company or the closing agent will then be able to
compare the data and information on hand with the data and
information previously entered in the database. This will
include the RESPA HUD 1 Settlement Sheet, Regulation Z
and TILA Good Faith Estimate information, and local regu-
latory documents. The closing agent, upon entering the data
and information on hand, will be able to review, compare
and verify the data and information as originally entered
and/or amended by the loan originator. The data and infor-
mation entered by the closing agent against the original or
amended data and information will automatically be com-
pared to the existing data and information in the database to
determine if there are any discrepancies. If discrepancies are
detected the closing agent will be prompted to verity the title
company entries. The closing agent will be required to
complete the following list of data and information. A
number of preselected fields or text boxes indicated by a “!”
will automatically appear and populate the screen for the
title company or closing agent input. In the listing below the
indication of the “!” requires the title company or closing
agent to input comparative data and the indication [ONLY]
means the title company will not be able to review the
original response of the borrower(s) as originally entered
and or amended by the loan originator and the title company
must resubmit the responses given it by the borrower(s) for
the software system to automatically compare. The list of
information and the requirement to input new or confirming
information appears below.

[0100]
[0101] 2. ONLY Social Security number of borrower(s)

[0102] 3. ONLY photographic identification of borrow-
er(s), e.g., drivers license,

1. ! name and address of the borrow(s)

[0103] 4.! identifier or PIN for property,

[0104] 5. ! description of property to be used as collat-
eral describing its type, e.g., single family residence,
duplex., multi-unit, commercial, industrial, etc.,

[0105] 6. ! loan amount requested and whether for
personal or business use,

[0106] 7. ! address of property to be used as collateral,
[0107] 8. ! current title holder,

[0108] 9. NOT DISPLAYED

[0109] 10. NOT DISPLAYED

[0110] 11. ! name, address and contact information

including telephone numbers and e-mail addresses for
all mortgage brokers and their license numbers,

[0111] 12. ! name, address and contact information
including telephone numbers and e-mail addresses for
all loan originators and their license numbers,



US 2006/0218079 Al

[0112] 13. ONLY name, address and contact informa-
tion including telephone numbers and e-mail addresses
for all title companies,

[0113] 14. ! name, address and contact information
including telephone numbers and e-mail addresses for
all surveyors and their license #,

[0114] 15. ! name, address and contact information
including telephone numbers and e-mail addresses for
all appraisers,

[0115] 16. ! name, address and contact information
including telephone numbers and e-mail addresses for
all real estate brokers,

[0116] 17. ! name, address and contact information
including telephone numbers and e-mail addresses for
all real estate sales persons,

The re-entering and comparison checking of the name and
address, contact information and license numbers for
the surveyor, the appraiser, and the realtor(s) can be
optional according to local statute and/or regulation.

[0117] The information that is required to be checked and
compared by the closing agent for each loan application, as
set forth above, also includes any Promissory Note and
Mortgage terms such as the following:

[0118] 1. ONLY points as both a percentage and actual
dollar amount;

[0119] 2. ONLY yield spread premium earned by origi-
nator on each loan,

[0120] 3. ONLY interest rate and type of note, e.g.,
adjustable or fixed rate,

0121] 4. ONLY prepayment limitations or restrictions,
prepay
if any,

[0122] 5. ONLY total amount of loan and whether
negative amortization is possible during the loan term,

[0123] 6. ONLY statement of monthly payment indicat-
ing both principal and interest amounts, the amortiza-
tion period and whether the loan is subject to a balloon
payment,

[0124] 7. ONLY whether the loan is for the purchase of
a new property or the refinance of a property already
owned by the borrower(s),

[0125] 8. ONLY if a refinance, the amount of the earlier
loan,

[0126] 9. ONLY the current balance of indebtedness to
be paid off (both secured and unsecured) with each
indebtedness detailed and then totaled,

[0127] 10. ! the identity of the surveyor, appraiser and
realtor, if known,

[0128] 11. ONLY the application must state if a first or
second mortgage, or both;

[0129] 12. ONLY iftwo or more loans are contemplated
all loans terms must be registered and the 2°¢ loan
needs to refer to the file number of the first as applied
for and so forth;

[0130] 13.! estimated closing costs shown on truth in
lending form must be reported in itemized fashion,
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[0131] 14. ONLY all fees of originator both paid before,
at and outside of closing, not set forth above,

[0132] 15. ONLY annual real estate tax for the property
and, if a condominium or shared property, the monthly
assessment and any special assessment, if known,

[0133] 16. ONLY any escrow items and terms, e.g.,
taxes, etc.,

[0134] 17. ONLY whether credit life insurance is to be
sold with the loan, and the amount, and whether any
credit life insurance is being purchased

[0135] 18. NOT DISPLAYED

[0136] 19. whether there is a housing court case pend-
ing with the case no., if loan is for required repairs,

[0137] 20. ONLY the notices provided in accordance
with Good Faith Estimate of Closing Costs, given or
not, and date,

[0138] 21. ONLY Truth in Lending Escrow Disclosure,
given or not, and date,

[0139] 22. NOT DISPLAYED
[0140] 23. NOT DISPLAYED
[0141] 24. NOT DISPLAYED
[0142] 25. NOT DISPLAYED
[0143] 26. NOT DISPLAYED
[0144] 27. NOT DISPLAYED

[0145] 28. ONLY cost of credit report and application
fee to originator and whether application fee is to be
paid at application or closing,

[0146] 29. NOT DISPLAYED
[0147] 30.! file number as assigned by system

[0148] 31. ONLY the notices provided in accordance
with Good Faith

[0149] 32.ONLY Truth and Lending Escrow Disclosure

[0150] 33. ONLY transferring of Servicing and
Escrows, as well as right of rescission for refinances,
must have input text boxes providing transferee servic-
ing and escrow agent(s)

[0151] 34. ONLY Notice of transfer of servicing and
escrow agent(s) to be certified as given or not given to
borrower(s), with the date of such Notice

[0152] 35. ONLY existence of a lender call provision in
the loan, e.g., balloon payment, number of years or on
demand

[0153] 36. ONLY title company required to list name
borrower and seller if an acquisition

[0154] 37.! whether appraiser examined interior/exte-
rior—OPTIONAL

[0155] 38.! cost of appraisal, if on RESPA form
[0156] 39.! names and addresses of attorneys, if any

Following the entry of all of the required data and
information into the database over the secure commu-
nications pathway, the software system will automati-
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cally compare the entered information and determine if
there are any discrepancies. If discrepancies are noted
the closing agent will be prompted to verify the entered
information and, once verified by the closing agent as
correct, the software system will generate a Closing
Certificate even though there may still exist a mismatch
with the data entered by the loan originator. Any
remaining discrepancies will be noted and printed on
the Closing Certificate so that performance measure-
ments may be made and stored in the system. The
regulating agency will be notified via e-mail of the loan
file with the noted discrepancies so that an audit can be
performed.

The Regulator Portal and Interface

[0157] This interface permits the regulator to track data in
the system in a number of comparative ways and may be
considered to be similar to a system administrator in the
capability to review, in the audit function, each of the screen
displays of the various data input entities as of the date that
such data was entered into the database. Thus, the regulator
will be enabled to search the database by loan file number,
or by the names of the loan originator, credit counselor or
closing agent (title company) in order to perform the over-
sight audit checking to accomplish the review of the infor-
mation entered in the database.

[0158] In order to search and review or audit transactions
stored in the database the regulator must be able to pull up
each screen and display the data inputs at the level of the
loan originator, the credit counselor, the title company and
any amendments to the data inputs and the dates of those
amendments. The regulator will be able to pull up a com-
parison table of the text fields for each entry item compared
with same data in the text fields entered by others. In this
manner an audit of a single transaction can be accomplished.

[0159] The regulator will also be able to sift through the
database information by searching on each licensed partici-
pant in a number of transactions and then see everything that
such a person/company has been involved with over a
predefined period of time set by the regulator. A search can
also be accomplished utilizing municipal boundaries or by
zip code, by property location or address, by loan param-
eters, or by other defined text fields such as percentage of
closing costs to net proceeds received by the borrower, and
the like, where other participants were involved. The various
participants would include the loan originator, mortgage
broker, lender, title company, appraiser, realtor, credit coun-
selor, and attorney. This type of search would develop a
number of transactions, for example, 10 transactions in one
zip code in one year, and retrieve the dates of the transac-
tions, the loan file numbers, the prepaid interest points, the
yield spread premium (“YSP”) charged, the PINs and loan
amounts and develop a printable report for review and audit
tracking.

[0160] Another search can be accomplished utilizing the
percent and number of loans written by a lender, loan
originator, or mortgage broker in a selected zip code. For
each lender, loan originator, or mortgage broker a search can
be done to identify the third-party providers used by each
type of entity whether as a percentage of all loans under-
written, or within a zip code, or within a period of time. The
database will permit adding to such searches the number of
loans within a given rate range, or above a stated rate, or
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within a zip code, or with certain participants included and
others excluded in a Boolean style expression. A comparison
by lender, mortgage broker or loan originator of rates quoted
or closed in a given neighborhood and those in other zip
codes to determine redlining can also be accomplished. The
regulator will also have the capability to search borrower
salary ranges and compare to rates quoted and closed for all
members of such class, or by zip code of such class.

[0161] The database will be able to track all applications
and all loans actually issued and categorize these completed
or partially completed transactions in different categories,
for example, those transactions with prepaid interest points,
those without prepaid interest points, those with more than
1 prepaid interest point, those with prepayment penalties,
those transactions that are adjustable rate mortgages
(“ARMs”), those that are fixed rate, those that called for 2
loans, a 1" and a 2°¢ mortgage loan. It will be possible to
note what percentages of the loans reflect the involvement of
a particular company or originator, or other licensee.

[0162] The database will have text fields to enter addi-
tional information about delinquencies of loans placed by a
loan originator, lender or mortgage broker as reflected from
lis pendens notices forwarded back from the Recorder of
Deeds office to the regulator, or regulatory agency, that can
be added to the database by either the regulator or Recorder.
The database will be able to tabulate and sort all loan files
within a selected time period, or in a zip code, or in a range
of income for the borrower or applicant, and determine
whether a first or second mortgage was secured and identify
whether a certain loan originator, or a number of originators,
lenders or brokers participated in the sorted transactions.
The database can also be accessible for searching individual
properties by PINs reflecting all loan activity for a selected
property. The database will be able to track any differences
between loan applications and actual loans that have been
closed and print reports for regulatory audits, as necessary.

[0163] The database will be enabled to search for those
lenders or loan originators who have certain features, such
as credit life or prepayment penalties or points in excess of
a given level, and then return to the regulator the information
pertaining to loan file number, PIN, zip code address and
date. The database will contain the names, addresses, contact
information and license numbers of all licensees, and in the
case of mortgage brokers, all loan originators working for, or
affiliated with them. For all mortgage brokers and loan
originators, the database will additionally store their respec-
tive home addresses and social security numbers along with
dates of birth to accurately identify the individual(s). Also
required are the names, addresses and social security num-
bers and residential addresses of all officers and directors
and shareholders or members of any corporation and/or
limited liability company that is a registered licensee. For all
such listed individuals, a brief description of their respective
duties and involvement with the licensee will be required.

[0164] Financial information of mortgage brokers, i.e.,
capitalization or audited net-worth, will be permitted to be
entered in the database for regulator review along with the
fees assessed and paid for licensing, as well as penalties and
dates and amounts of payments, and bonding information
including the amount and surety name. Additional informa-
tion about the licensee’s last audit by the regulatory agency,
the next scheduled audit and whether a notice of audit has
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recently been issued, the date thereof and whether the audit
has been re-scheduled, conducted and any adverse results or
whether licensee passed, will also be available to the regu-
lator as part of the audit information. Licensees will be
required to annually provide examples of the types of
advertisement utilized (print, direct mail, web, e-mail, TV,
cable) and the expense amounts for the various advertise-
ments in the previous period. Results of each audit, numbers
and dates of complaints, and the names and contact infor-
mation of any who complained, and result of an investiga-
tion, if any, must also be retained in the database.

[0165] The regulator should be able to track a borrower
and review the number of loans in a borrower’s name with
the loan file number, PINs, addresses, dates and loan
amounts for each transaction, as well as the number of times
the same Seller is detected. The software system will indi-
cate the loan file numbers, PINs, zip codes and addresses
involved and print a report, as requested by the regulator.
The regulator will be able double-click on a loan file number
to access the information for that loan and have the complete
loan transaction information displayed for review.

[0166] The software system and database will also be able
to determine all participating entities that are current with
financials, license fees, audits and the like, along with the
current status of license or application for a licensee’s good
standing, under investigation, suspended, denied, sanction
pending, or recently assessed. The database is capable of
tracking all individuals affiliated or associated with a par-
ticipating entity who may have revoked, suspended or
sanctioned licenses and be able to cross-reference to the
transaction and/or event to determine any possible infrac-
tions of statutes or regulations, or detect any predatory
practices by an individual or participating entity. All of the
described search activities will include the capability of
generating a stylized report compiled for storing in the
database, and printing for immediate use by the regulator.

[0167] In summary, the regulator will have the capability
in using the software system and database of navigating
through detailed information pertaining to the borrower(s),
the loan transaction, or any participating entity and/or indi-
vidual to accomplish the searching activities described
above. In addition, the regulator will have a workflow
review of a preselected number of loan transactions that
require audit tracking and review due to detected discrep-
ancies in information entered at different times, lack of
appropriate Notices given to borrowers, and the like. A
regulator will be required to review a loan transaction and
determine whether such transaction is acceptable according
to statutory and regulatory guidelines before approving the
transaction. When approved by a regulator, the loan trans-
action will be de-listed from the regulator’s workflow
screen, but retained intact in the database until a regulatory
system administrator requests download and storage of the
information and a purge of the transaction data from the
database.

[0168] The regulator also has the capability of configuring
the workflow portal to accomplish the searching activities,
as well as reviewing the loan transactions that require
regulatory review before final acceptance. The regulator is
also capable of designing reports, through the software
system interface, to meet statutory and regulatory guidelines
for reporting information in performing audits of transac-
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tions covering a predetermined number of criteria to make
reasoned determinations if predatory practices are occurring
in certain areas. The regulator will also be able to administer
user access fees for all participating entitites.

[0169] The present invention may be embodied in other
specific forms without departing from the spirit or essential
attributes thereof and, accordingly, the described embodi-
ments are to be considered in all respects as being illustrative
and not restrictive, with the scope of the invention being
indicated by the appended claims, rather than the foregoing
detailed description, as indicating the scope of the invention
as well as all modifications which may fall within a range of
equivalency which are also intended to be embraced therein.

1. A method for detecting consumer fraud and predatory
lending practices to be utilized by a regulatory entity com-
prising the steps of:

a. providing a secure repository of data records accessible
by participating entities over a plurality of secure
communications pathway;

b. collecting predetermined data and information about
borrower/applicants and loan parameters from each
participating entity in sequence including loan origina-
tors, credit counselors, title insurers and loan closing
agents;

c. determining whether the data and information collected
is within the scope of and meets federal or state
statutory and regulatory guidelines, or other local laws,
pertaining to the sale and acquisition of real property;

d. determining whether a borrower/applicant understands
the terms and conditions associated with the loan and is
capable of meeting the debt obligation;

e. determining whether the borrower/applicant requires
credit counseling and providing notice to the borrower/
applicant and referral to a credit counselor;

f. providing the regulatory entity with real-time loan
application information pertaining to all loans origi-
nated by licensees including mortgage brokers, loan
originators, or other lending institutions;

g. providing participating entities with real-time access to
the secure repository of data records over secure com-
munications pathways to act upon loan applications
that require credit counseling to the borrower/appli-
cant;

h. providing a certification at the closing stage of the loan
that compliance with all statutory and regulatory guide-
lines have been met, all data and information required
has been entered in the secure repository, and by which
participating entity; and,

i. determining whether any of the participating entities
does not meet the statutory or regulatory guidelines
pertaining to the sale and acquisition of real property.

2. The method of claim 1, wherein the data collection step

is further comprised of the additional steps of:

a. entering borrower/applicant personal identifying infor-
mation, property information and loan information
including fees and charges, yield spread premium to be
earned by any loan origination participating entity, and
all information required to be furnished to the bor-
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rower/applicant in accordance will all applicable laws
for real estate transactions in the locality of the trans-
action;

b. enabling loan originators to amend loan and borrower/
applicant data as loan terms change;

c. enabling the credit counselor to review borrower/
applicant data and information already entered into the
data repository and to provide an assessment of the
ability of borrower/applicant to repay loan and terms
and conditions of the loan;

d. enabling a title company or closing agent to enter
closing costs and verify that closing loan terms and
clauses are the same as previously agreed to and
understood by the borrower/applicant; and,

e. enabling regulators/auditors the ability to review and
retain the data and information collected for a loan
transaction and contemporaneously monitor the loan
processing and the involved participating entities.

3. The method of claim 1, wherein the detection of a

Sep. 28, 2006

a. defining rules to detect fraudulent short-term loans

including, but not limited to, detecting loan interest
rates that exceed the permitted range or ceiling;

b. defining rules to detect fraudulent or predatory conduct

on the part of participating entities;

c. defining rules to alert regulators to participating entities

acting with a pattern of conduct that is defined as
predatory or fraudulent in a selected geographic locale;

d. detecting patterns of conduct that reflect predatory or

fraudulent activities by a participating entity in a
selected geographic locale;

e. detecting patterns of conduct that reflect predatory or

fraudulent activities by a participating entity for a
selected property, or selected mortgage related product,
and,

f. detecting patterns of conduct that reflect predatory or

fraudulent activities by a participating entity teaming
with one or more other participating entities.

5. The method of claim 1, further comprising the addi-

participating entity failure to meet statutory or regulatory )
tional steps of:

guidelines step is further comprised of the additional steps

of: a. enabling loan originators to amend loan and borrower/

a. defining rules to detect high cost home loans based on: applicant data and information as loan terms change;

b. enabling credit counselors to notify the regulating
entity of completed credit counseling and any recom-
mendations;

i. balloon payments;
il. negative amortization and amortization terms;

iii. adjustable interest rate terms and adjustment dates; ¢. enabling the title company or closing agent to notify the

iv. monthly principal and interest payments; regulating entity when all loan information has been
’ ’ completed,;

v. taxes and condominium or other assessments; . . . .
d. enabling the regulating entity to notify by automated

e-mailed communications whether all data and infor-
mation is complete, whether credit counseling is
required for a borrower/applicant and the local agencies
where it can be obtained, and notifying the title com-
pany or closing agent if entered information is accurate
and verified.

6. The method of claim 1, further comprising the addi-

tional steps of:

vi. escrow terms and amounts;

vii. excessive fees or assessment of fees when bor-
rower/applicant has no tangible economic value
from refinancing

viii. default rates of interest;

iX. pre-payment fees or payments;

X. advanced payments; a. providing a means to report actions and conduct
expressly forbidden by applicable statutory and regu-
latory guidelines by any participating entity including
loan originators, mortgage brokers and other lending
institutions, credit counselors or credit counseling
agencies, title companies or closing agents, appraisers
or appraisal companies, surveyors and property inspec-
tors, real estate brokers and real estate sales agents to
a regulatory entity through the use of the data and
information entered into the repository of data records
pertaining to loan transactions; and,

xi. modification of deferral fees;
xil. mandatory arbitration;

xiii. loan flipping that creates no net economic benefit
to borrower/applicant;

xiv. interest rates exceeding predetermined limitation;

xv. unexplained sale of mortgage related products
based on personal information of borrower/appli-
cant;

b. enabling the regulatory entity to review such repository
data records and determine any questionable fraudulent
or predatory practices or pattern of conduct on the part
of participating entities.

7. The method of claim 1, further comprising the addi-

tional steps to determine the financial stability of the bor-

rower/applicant including:

b. detecting potential predatory practices by participating
entities by reviewing loan transactions entered into the
repository of data records based upon the geographic
location of property, a selected time period, and bor-
rower/applicant personal data and information.

4. The method of claim 1, wherein the detection of a
participating entity failure to meet statutory or regulatory
guidelines step in detecting fraudulent short-term loans is
further comprised of the additional steps of:

a. analyzing the debt/equity ratio and cash flow for a
borrower/applicant based upon data and information
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entered in repository data records and determining the
ability of borrower/applicant to refinance based upon
outstanding debts;

b. analyzing likelihood of default on loan repayment by
borrower/applicant;

c. analyzing structure of refinancing loan to determine net
economic benefit to the borrower/applicant; and,

d. providing notice to participating entities and borrower/
applicant of results of analysis.
8. The method of claim 1, further comprising the addi-
tional steps of counseling the borrower/applicant concerning
credit and awareness of financial terms including:

a. requiring credit counseling to borrower/applicants
determined to be at high risk in defaulting on loan
payments and/or potentially exposed to predatory lend-
ing practices;

b. preventing a loan closing from occurring on any
detected loan that has amended terms that result in no
tangible economic benefit to the borrower/applicants
and in which borrower/applicants did or did not receive
credit counseling, unless further credit counseling is
received by the borrower/applicants;

c. providing borrower/applicants required to have com-
pulsory credit counseling with a list of HUD certified
credit counseling agencies provided on the basis of
access to the borrower/applicants by zip code, linguis-
tic skills, within a given distance from a given location,
or any of the above combinations.

9. The method of claim 1, further comprising the addi-

tional steps of alerting the regulating entity of time depen-
dent activities including:

a. enabling the borrower/applicant to alert the regulating
entity that an application for loan has been completed;

b. automatically alerting the regulating entity when the
loan originator has not entered required data within the
permitted time;

c. automatically alerting the regulating entity when credit
counselors has not provided an assessment within the
permitted time; and,

d. automatically alerting the regulating entity when credit
counselors or credit counseling agencies have assessed
fees to borrowers.

10. The method of claim 1, further comprising the addi-
tional steps of preventing the closing of a loan transaction
containing amended loan terms without further disclosure to
the borrower/applicant any adverse financial impact to the
borrower/applicant including:

a. detecting loan amendments not previously disclosed to
and/or not previously agreed by the borrower/applicant
and preventing the closing of the loan transaction by
withholding a closing certificate unless a further dis-
closure of the amendments to the loan is made to the
borrower/applicant and the borrower/applicant under-
stands the financial impact and agrees to the loan
amendments; and,

b. providing a closing certificate upon proof of compli-
ance by the participating entity and the borrower/
applicant to enable closing to proceed.
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11. A method for regulatory agency workflow manage-
ment to alert a regulating entity of a detected predatory
lending practice or pattern or fraudulent activity of a par-
ticipating entity comprising the steps of:

a. providing a workflow for a regulating entity containing

a list of borrower/applicants meeting “out of bound”
conditions including, but not limited to, high cost home
loans, vulnerable geographic locales identified by zip
codes, below a predefined credit score rating, poor
debt-to-income ratio, appraised property value exceed-
ing the neighboring property values by a predetermined
percentage, equity percentage below predetermined
percentage, mortgage value to equity value ratio
exceeding a predetermined percentage, loans with
unexplained related product sales, income range type,
home repair, debt consolidation, etc.;

. providing 360 degree visibility to the regulating entity

through a dashboard to view statistical data (%, high,
median, low, standard deviation), grouped by a number
of selectable factors including, but not limited to:

i. loan rates;

ii. mortgage loan amounts;

iii. equity loan amount/percentages;
iv. property appraisal amounts;

v. cost of property;

vi. total cost of credit including points and fees
assessed;

vii. sales of additional products such as insurance.

. providing the regulating entity with the ability to

acquire information to make determinations by the
grouping and combination of factors with “the touch of
a button” functionality with such factors selectable
from the following list:

i. loan application status;
ii. zip codes;

iii. loan amounts;

iv. credit scores;

v. equity value;

vi. income level,

vil. interest rate;

viii. loan types;

ix. special loan terms.

. providing participating financial institutions’ statistics

including summary, comparative, and variance infor-
mation of closed loans, amounts, and rates within a
user-defined time frame, and a specific area or range of
areas;

. providing summary, comparative and variance infor-

mation of number of homes in foreclosure based on a
user-defined time frame, rolling forward periods, zip
codes, credit risk, income level;
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f. providing loan originator information of loan types and
data regarding where and types of loans originated and
with whom;

g. providing regulating entity with ability to view data
grouped by time frame; group/data comparison; sum-
mary; detail; statistical information, graphs/charts and
other user defined criteria to easily detect a pattern of
predatory lending.

12. The method of claim 11, further comprising the

additional steps of:

a. Providing a rating dashboard to the regulating entity to
review and disseminate participating entity ratings
information;

. providing a news dashboard to the regulating entity to
alert the regulating entity of rates and changes to rates
of U.S. Treasury bills, list participating financial insti-
tutions determined to be engaged in predatory lending
activities or other illegal conduct or activities, and any
other mortgage/loan critical news.

13. The method of claim 11, further comprising the
additional steps of communicating and retrieving financial
data and information from authoritative sources providing
accurate, real time information including the capability of
the regulating entity to interface over a secure communica-
tions pathway with various financial and credit bureau
gateways to access, review and store in the repository of data
records:

a. interest rates from credible sources;
b.

. Borrower/applicant credit scores;

U.S. treasury yields;

o o

. electronic transtferring of loan payments to Title Com-
panies/or to the borrower’s designated financial insti-
tutions;

e. real estate tax information from tax assessor;
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f. appraisal from properties within the neighborhood from
current year and previous last two years;

g. foreclosures, lis pendens from recorder office; and

h. income tax filing information.

14. The method of claim 11, further comprising the
additional steps of tracking the conduct and activities of any
participating entity and the borrower/applicant financial
stability in view of original loan terms and amendments to
minimize property foreclosures and loan defaults by gener-
ating, on request of the regulating entity, a summary,
detailed, comparison, variance and statistical reports, said
reports grouped by the combination of data and information
contained in loan application as retrieved from the reposi-
tory of data records, and/or U.S. Treasury interest rates,
property foreclosures, loan defaults, lis pendens, and race
factors, including zip codes, ethnic groups, age, income
level, and participating entities.

15. The method of claim 11, further comprising the
additional steps of protecting and refraining from disclosing
sensitive personal and identifying data and information
including:

a. blocking and encrypting such sensitive data and infor-
mation from being retrieved from the repository of data
records and displayed by an unauthorized user;

. building restricted access to such sensitive data and
information with authorization levels;

c. providing flexible provisions and configurations for
said authorization levels and requiring frequent con-
figuration changes to discourage intruders and unethi-
cal behavior; and,

. creating a protected database environment including
firewall, information encryptions and decryptions, pub-
lic and private keys, and user id and passwords.

#* #* #* #* #*



