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FORENSIC MORTGAGE AUDIT REPORT

This report contains the results of a forensic mortgage audit which is a detailed analysis of mortgage
documents and disclosures related to a loan that has been funded. The primary objective of this forensic
mortgage audit is to determine compliance with applicable federal statutes and regulations governing the
residential mortgage industry. The audit is performed to also evaluate the accuracy of lender computations
and other information included in those mortgage documents. A forensic mortgage audit can provide
numerous benefits to borrowers. It can be a critical tool for mortgage loan modifications, short sale
agreement negotiations or foreclosure defense litigation. This report is based on information provided
directly by or on behalf of the borrower.

Specific analytical tests were used to determine compliance with various federal regulations including the
Real Estate Settlement Procedures Act (RESPA), Truth in Lending Act (TILA), Home Ownership and
Equity Protection Act (HOEPA) and Regulation Z. These tests included: a) the reverse engincering and
calculation of all required TILA disclosure variables; b) a detailed analysis and review of all loan variables
and features; c) an assessment of HOEPA and other disclosure requirements; d) analysis and correct
computation of the rescission period; and ¢) a detailed examination of HUD-1 closing costs. A TILA
payment schedule was also prepared with a detailed list of loan terms for informational purposes. For all
sections, “NA” indicates that the value, variable or result is not applicable or not available.

SUMMARY OF FINDINGS

Test/Disclosure Audit Finding Applicable Law Result
Annual Percentage Rate Understated by (2.066%) TILA VIOLATION
Finance Charge Understated by $96,749.36 TILA VIOLATION
HOEPA/Section 32 Not High-Cost Loan HOEPA PASS
Rescission Period Disclosure Not Provided TILA VIOLATION
Demand Feature Disclosure Not Required RESPA PASS
Variable Rate Disclosure Not Provided RESPA VIOLATION
Prepayment Penalty Disclosure Not Required RESPA PASS
Balloon Payment Disclosure Not Required RESPA PASS

IMPORTANT: If applicable, based on defense to foreclosure action and/or extended rescission rights.

NOTE: The APR is considered accurate if Finance Charge is within allowable tolerances.

FEES PAID BY OR ON BEHALF OF BORROWER
Total of origination, discount, lender, broker and yield spread premium fees.

Amount Percentage of Loan Amount
$5,500.00 2.750%




TRUTH IN LENDING: LOAN VARIABLES

This table shows whether the variance, if any, between the lender's actual disclosed values and the correctly
calculated Truth in Lending values exceed the amount allowed by law.

Annual Finance Amount Total of

Percentage Rate Charge Financed Payments
Disclosed: 4.686% $174,253.96 $197,870.00 $384,596.57
Calculated: 6.752% $271,003.32 $195,500.00 $466,503.32
Variance: (2.066%) ($96,749.36) $2,370.00 ($81,906.75)
RESULT: FAIL FAIL NA NA

TRUTH IN LENDING: LOAN FEATURES

This table shows whether any disclosures for certain loan features were provided by the lender as required by
law. Note: NA indicates that a specific disclosure was not required but was provided by the lender.

Demand Variable Rate Prepayment Balloon
Disclosure Required: NO YES NO NO
Disclosure Provided: NO NO NO NO
RESULT: PASS FAIL PASS PASS

HOEPA (Home Owner and Equity Protection Act)

This table shows whether any disclosures for certain "High-Cost" (Section 32) loans were provided as required
by law.

Rate-Based Test Points & Fees Test

HOEPA Qualified: YES YES
Trigger Threshold: 12.930% $16,000.00
Calculated: 6.752% $4,500.00
RESULT: PASS PASS

RESCISSION PERIOD

This table shows whether the three-day rescission period ending date as listed in the Notice of Right to Cancel
disclosure was correctly calculated as required by law.

Disclosed Correct Variance Result

Not Provided NA NA FAIL




HUD-1 SETTLEMENT STATEMENT

This table shows the amount, in dollars and percentage of loan amount, of various specific closing costs paid
directly by the borrower and/or lender.

Yield Spread
Origination Discount Lender Broker Premium (YSP)
Amount: $2,000.00 $1,000.00 $500.00 $1,000.00 $1,000.00
Percent of Loan: 1.000% 0.500% 0.250% 0.500% 0.500%

LOAN PROFILE

This table lists the various features and characteristics that describe the profile of the loan, borrower and
property.

Loan Type: Adjustable-Rate Interest Only (mos): NO

Loan Purpose: Refinance (No Cash out) Demand Feature: NO

Loan Note Date: 5/22/2007 Balloon Payment (mos): NO

Negative Amortization: YES Prepayment Penalty (mos): NO

Loan-to-Value (LTV): 66.67% Mortgage Insurance: NO
BORROWER PROFILE

Gross Monthly Income: $5,600.00 Debt-to-Income (DTI): 32.32%

PROPERTY PROFILE

Property Type: Primary Residence Property Value: $300,000.00

MORTGAGE VARIABLES

This table lists all the variables describing this loan including loan amount, rate, term, initial payment, first
payment due date and the factors that determine any possible future changes to the rates and/or payments.

Amount: $200,000.00 Initial Increase Rate Limit: 2.000
Initial Rate: 4.000% Initial Decrease Rate Limit: 2.000
Term (mos): 360 Subsequent Increase Limit: 2.000
Initial Payment: $954.83 Subsequent Decrease Limit: 2.000
First Payment Date: 7/1/2007 Lifetime Maximum: 14.000
Initial Rate Change Date: 7/1/2008 Lifetime Minimum: 4.000
Subsequent Rate Changes (mos): 12 Initial Payment Change Date: 1/1/2008
Index: 11th DCOF Subsequent Payment Changes (mos): 6
Margin: 2.500 Payment Change Cap: 7.500%
Rounding: Nearest 1/8 Maximum Loan Balance: 120%




TRUTH IN LENDING PAYMENT SCHEDULE

This table shows the correct Truth in Lending payment schedule, as required by law, that is based on the
various loan variables contained in the mortgage note and other related mortgage documents.

Number of Payments Payment Amount Date Beginning
12 $954.83 7/1/2007
6 $1,026.44 7/1/2008
6 $1,103.43 1/1/2009
6 $1,186.18 7/1/2009
6 $1,275.15 1/1/2010
323 $1,319.44 7/1/2010
1 $1,319.04 6/1/2037




Addendum A

BRIEF DESCRIPTIONS OF REPORT SECTIONS

Summary of Findings: Various tests and/or disclosures that were evaluated and audit
finding, the applicable law and the result of the individual test
or disclosure analysis.

Fees Paid by or on Behalf of Borrower: Dollar amount and percentage, of any origination, discount,
lender, broker or yield spread premium fees paid directly by
or on behalf of the borrower.

Truth in Lending: Loan Variables: Variance between the disclosed and correctly calculated
amounts for the Annual Percentage Rate, Finance Charge,
Amount Financed and Total of Payments.

Truth in Lending: Loan Features: Required loan disclosures provided by the lender, demand
feature, variable rate, prepayment and balloon payment.

HOEPA/Section 32: Threshold tests for determining HOEPA compliance.

Rescission Period: Correct calculation of the rescission period.

HUD-1 Settlement Statement: Detailed breakdown of borrower fees and costs including
origination, discount, lender, broker and yield spread
premium.

Loan Profile: Loan features including type and purpose, negative

amortization, loan-to-value ratio, interest-only, balloon
payment, prepayment penalty and mortgage insurance.

Borrower Profile: Borrower’s gross monthly income and debt-to-income (DTI)
ratio.
Property Profile: Property type and the property value as determined by

appraised value and/or sales price.

Mortgage Variables: Loan amount, rate, term, initial payment, rate and payment
change dates and other ARM variables.

Truth in Lending Payment Schedule: Correct payment schedule based on the loan note.






