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exists) or directors and officer’s insurance. It is far
easier to arrange for the proper disposal than to
gamble on the existence of an insurance policy
which may not cover the deliberate dumping of
data. In all likelihood, the policy papers were
dumped along with the loan files.

TECHNOLOGY

SPAMALOT, OH SPAMALOT, WHAT HAS
YOUR SYSTEM WROUGHT?

First it was text messages, then html-messages,
then graphic messages, then PDF messages
and now... singing spam messages touting Via-
gra, sex aids and low cost mortgages in the
popular mp3 format. For those cautious souls
wanting to limit spam — watch out for e-mail mes-
sages or web pages with embedded mp3 files.
The sound you may hear is the sound of your
system being compromised.

OUR OLD FRIENDS IN RUSSIA HAVE DEVEL-
OPED A NEW CODE CRACKING SYSTEM USING
A VIDEO GRAPHICS CARD - SAID TO BE 25
TIMES THE SPEED OF EXISTING SYSTEMS

Elcomsoft, a first-rate software developer located
in Moscow, has been able to program ordinary
graphics cards, used mostly for video games, to
allow for an unprecedented speedy password
cracking system. They have even filed a patent
application in the United States to protect their
invention. Elcomsoft, as you may well remember,
was at the root of the Adobe PDF password
scandal a number of years ago. Dmitry Sklyarov,
a Russian cryptographer and Elcomsoft em-
ployee demonstrated the vulnerability of Adobe’s
password system and was promptly jailed by
U.S. authorities for the first ever violation of the
Digital Millennium Copyright Act. Due to a back-
lash against Adobe from the outraged technical
community and some effort from ICC, the case
was dismissed and Sklyarov returned home to
his family in Moscow. These are the good guys
that help recover missing passwords and, in gen-
eral, force computer developers to use stronger
encryption methods to protect their customer’s
data. Perhaps this will lead to specialized cards
and cryptographic methods to reduce the inci-
dence of data theft from malevolent hackers.

NEW TECHNOLOGY TOOLS = DUMBER
PROGRAMS?

With the recent introduction of new web-enabled
tools comes a ton of hype promising more re-
sponsive systems requiring less effort to make
them immediately productive. Many of these
systems are simply scripting languages that allow
one to “glue” various product offerings by others
into a cohesive web site. Unfortunately, few con-
sider the implications of allowing the use of such
tools in a mission-critical environment. First, the
ease at which one can develop screens and build
databases often reduces the amount of attention
and design that is necessary for a well-organized
system. The theory that it is better to simply begin

and make continual improvements has been
challenged in the past and is effective only with
organizations that really know what they want
and the services which must be provided to the
user. Failing this, many systems are designed on
a “WTKIWTL"” (What They Know Is What They
Like) paradigm which, in many cases, automates
existing ineffective paper or semi-computerized
processes. In some cases, the critical information
comes from secretaries and low-level personnel
because the executives are either too afraid of
the work required to build-out an effective design,
the actual computer program or simply believe
that “it is not my job.” And second, so-called web
mashups containing content derived from other
people’s sites is always subject to catastrophic
failure should the chosen entity change their API
(application programming interface), decide to
charge for the content or simply go out of busi-
ness. Therefore, it behooves anyone considering
using one of these fifth-generation systems to
build a mortgage application to really consider all
of the hard design work and user interface pro-
gramming it takes to create a winning product.
And for those inclined to eliminate the hard work
of designing an effective user interface and sim-
ply copy the work of others, you may want to
refresh your knowledge of the current intellectual
property laws. The only canard that a “simple
change” in a design can protect you against law-
suits is not, and has never, been true. We have
withessed the new products created by some of
these tools and are asking ourselves why did
these new tools produce dumber programs? We
still don’t know the answer.

CONNECTIONS

WORKING THE SYSTEM: USE CONVERTIBLE
HELOC TO REDUCE JUMBO LOAN RATE

You would think that, with all of the media focus-
ing on predatory lending and the mortgage crisis,
that certain lenders and brokers would moderate
their “no doc” programs and curtail some of the
more egregious mortgage pitches on drive time
radio.

One actually caught my attention as it is a fairly
decent idea for the right “jumbo” borrower under
the right circumstances. Essentially the plan is to
split the jumbo into a conventional loan plus a
HELOC which would allow the borrower to con-
vert their HELOC balance into a fixed rate loan
secured by the principal residence. Using this
technique, it may be possible to get a blended
interest rate lower than one that could be ob-
tained with a straight jumbo loan. The key to
making this work is a savvy loan officer and a
lender you can absolutely trust to honor any
agreement that they may make. There are also
opportunities that may be present to payoff more
expensive loans with HELOC funds and use the
convertibility feature to re-finance a subordinate
lien loan if a lender has curtailed the re-financing
activities due to liquidity problems.




ALL EYES ARE ON COUNTRYWIDE

The Optimistic Angelo Mozilo... On the heels
of the largest loss ($1.2 billion) in Countrywide’s
history, Angelo bounced back and suggested that
Countrywide’s fourth quarter would be profitable.
According to CNN...

“Countrywide Financial, the nation's leading
mortgage lender, reported a staggering $1.2
billion third-quarter loss Friday that was
much larger than Wall Street expected, but
predicted it would quickly return to profitabil-
ity.”

“The company said its first loss in 25 years
will be short-lived. Its executives told ana-
lysts and investors they believe the company
is well positioned to thrive as the mortgage
market returns to normal”.

“Countrywide Chairman and CEO Angelo
Mozilo said the lender has weathered the
worst of its problems and is in a good posi-
tion to post a profit in the fourth quarter, as
well as in 2008. He pointed out that many
lenders have pulled out of the residential
mortgage business in recent months due to
the upheaval, or have gone out of business
entirely.”

“But he said Countrywide was a ‘survivor.™

The SEC and Angelo Mozilo... Apparently the
Administration’s designated poster boy for poten-
tially questionable executive compensation since
they wouldn’t dare go after Ameriquest's Arnall
after appointing him Ambassador to the Nether-
lands as a reward for being the largest campaign
contributor to Bush and the Republican Party.
Especially since Ameriquest’s alleged egregious
predatory lending activities cost the company
more than $325 million to settle complaints with
several state attorneys-general. While the SEC is
said to be conducting an “informal” investigation
of Mozilo’s stock option redemptions to determine
if Mozilo allegedly took advantage of inside infor-
mation to convert his stock options in a market
downturn.

Calls for Mozilo’s Resignation...

According to the Business & Media Institute,
“William Patterson is leading a shareholder
revolt against Mozilo,” Anthony Mason said
on the October 30 “CBS Evening News.”
“His CtW pension consulting group, together
with the huge union pension fund AFSCME
and the state treasurer of North Carolina are
all calling for Mozilo's ouster after it was re-
vealed he sold more than $130 million of
company stock this year before the extent of
Countrywide’s troubles was known.”

And as they say, here is the rest of the story. It
seems that a few significant facts were left
(pardon the pun) out of the story.

“CtW Investment Group is affiliated with
“Change to Win,” a union group that attacks
corporations in the name of economic and
social justice. AFSCME (American Federa-

tion of State, County and Municipal Employ-
ees) is also a union, which according to its
Web site is in favor of huge government
spending for entitlements.”

“State Treasurer of North Carolina Richard
Moore, also mentioned in the story, is a De-
mocratic candidate for governor of North
Carolina — a significant detail not reported by
CBS. Moore has been vocal in his protests
against Mozilo.”

“Moore is also a trustee of a pension fund
that holds about 500,000 shares of Country-
wide stock worth about $9.6 million.
“Evening News” not only failed to point out
the political motivation of Moore’s protests,
but his financial motivation.”

It is amazing how the far-left socialists and do-
gooder democrats turn on the very businesses
that support the economic base of America. Per-
haps someone should turn the light on the unions
and those who manage its pension funds. This is
about supporting a left-wing agenda against a
capitalist-run company and a democrat pimping
the media with a “sound bite” story. You think that
the broadcast would have ended with a caution-
ary tone to “wait and see” if the SEC found any-
thing amiss before attempting to impugn the
reputation of a business leader who has contrib-
uted, not only to his community, but to the Ameri-
can Dream of home ownership. And as a capital-
ist, he deserves to be rewarded for his labor.
With Mozilo’s retirement (December, 2009), his
large extended family, why did not one person
ask if this was done for the purposes of estate
planning rather than suggesting dark and evil
motives?

Countrywide Boycott... NACA (Neighborhood
Assistance Corporation of America) and MASPL
(Massachusetts Alliance to Stop Predatory Lend-
ers) is now calling for a nationwide boycott
against Countrywide contending that, in spite of
all of the recent publicity on Countrywide’s willing-
ness to assist troubled borrowers, “the nation's
largest mortgage lender and servicer is refusing
to restructure loans so that homeowners can
afford the payments and avoid foreclosure.” More
information can be found at: https:/
www.naca.com/press/pressRelease20071011.jsp.

Board Member Henry Cisneros... Former HUD
Secretary Henry Cisneros, Clinton-appointed
hound-dog who was embroiled in a mistress-
related scandal has left the Countrywide Board to
concentrate on his other mortgage-related activi-
ties at CitiView.

One blog entry claimed that “Countrywide's
Henry Cisneros Was a Useless Board Member”
and questioned his board duties in 6 years lead-
ing up to the present crisis.

“It's rather convenient that a director with no
risk capital yet paid handsomely by CFC
shareholders for his 6 years as a Board
member now decides to shirk any sense of
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responsibility to shareholders by walking
away. Cisneros provides an easy target in
reflecting what many Board members truly
are - overpaid goons that add no share-
holder value.”

The blog’s author, Amit Chokshi, “is the founder
and owner of Kinnaras Capital Management LLC
and affiliated companies and is responsible for
the Fund's security analysis, selection, and port-
folio management. Prior to founding Kinnaras, he
worked as an associate at the Royal Bank of
Scotland in the firm's Corporate Advisory Ser-
vices group, which provided corporate finance
and mergers and acquisition services to the firm's
clients with a particular emphasis on private eg-
uity firms. Prior to RBS, Amit worked as an ana-
lyst at Morgan Stanley. Amit received a B.S. in
Finance from Bryant University and an MBA from
Emory University.” The blog entry can be found
at http://seekingalpha.com/article/51289-
countrywide-s-henry-cisneros-was-a-useless-
board-member

MORTGAGE INDUSTRY: IS PORNOGRAPHY
LEADING THE WAY AGAIN?

Curiously, pornographers are usually at the fore-
front of technological change. Ask the video re-
corder industry — porno drove the early adoption
of the video recorder. Porno has driven any num-
ber of Internet innovations. Because of the large
profit margins in porno, they can afford the very
best in technology to prevent their websites from
being compromised. Many legitimate companies
support the “porno” industry as it represents a
lucrative market for their hosting, software and
security services. Even some of the major
“upstanding” companies host porno sites al-
though they are loath to speak about their under-
ground associates. Since porno tends to fore-
shadow the future, what can the mortgage indus-
try learn from the recent disintermediation of
“professional porno” sites by amateur “shared
content” sites? Without naming some of the web
sites involved, some vendors are experiencing a
loss of more than 30% in their paid site traffic.
Upon follow-up analysis, they are finding that the
traffic is flowing to sites hosting free “consumer
uploaded” content. While there are the same
copyright issues as those being faced by You-
tube.com, this is amateur produced content with
no apparent copyright. A loss of business, from
whatever source, is still a loss of business.

Does this foreshadow the disintermediation of the
entire real estate industry where a buyer and
seller can get together on a single site, shop for
financing from a number of available money
sources, access the needed paperwork and legal
advice to complete the transaction and pay for
the whole experience with the money saved from
paying real estate agent commissions, loan bro-
kers fees, and a host of other industry charges.
Are we looking at a MISMO-world where the
required information is held in a secure repository
and transferred to each vendor competing to
supply services? If we are seeing this type of
disintermediation in the porno industry, it seems
that we may experience a similar user-driven

effort in the mortgage industry within the next four
to seven years. Forewarned is forearmed.

ATTORNEYS ARE GEARING UP FOR THE
SUBPRIME LITIGATION STORM THAT IS
RAPIDLY APPROACHING

One law firm, Baker, Donelson, Bearman, Cald-
well & Berkowitz, is creating a specialized sub-
prime taskforce to handle complaints on behalf of
lenders and brokers. By using a specialized law
firm with deep expertise in the subject matter,
costs are reduced significantly as research can
be shared institutionally across clients without
breaking attorney/client privilege. Quoting from
their announcement...

“Baker Donelson responds to the subprime
mortgage crisis with the creation of its Sub-
prime Mortgage Task Force, a multi-
disciplinary practice group of attorneys from
across Baker Donelson's five state South-
eastern U.S. and Washington, D.C. geo-
graphic footprint. Linda S. Finley, a share-
holder in the Atlanta, Georgia office and
Hank Arnold, a shareholder in the New Or-
leans, Louisiana office are leading the Firm-
wide effort. Baker Donelson has a long-
standing history and solid reputation in the
mortgage lending, servicing, securitization
and real estate fields. The breadth of the
Firm's legal experience and geographic
reach will allow Baker Donelson to serve
clients caught in the turmoil of this crisis.”

“Baker Donelson represents more than 100
mortgage lenders and servicers, mortgage
investors, banks, savings and loans, finance
companies, credit unions, their holding com-
panies, and other financial institutions in
connection with litigation, transactional,
structural, regulatory, legislative and corpo-
rate matters unigue to such businesses.”

“The impact of the subprime crisis is more
than just a ripple effect. The surge in class
action law suits continues to escalate with
multi-faceted litigation issues facing loan
servicers, investors and loan originators.”

Baker, Donelson, Bearman, Caldwell & Berko-
witz website contains an explanation of the sub-
prime situation and will be adding materials re-
lated to subprime mortgages as time progresses.
The site can be found at http://
www.bakerdonelson.com. Select subprime mort-
gages under the practice menu bar.

FORECLOSURE IS FORECLOSURE: IT'S ALL
ABOUT THE CASH FLOW

From the New York Post's fabled “Page Six”
celebrity gossip column comes this heart-
wrenching tale of woe...

“October 18, 2007 -- IT'S not just poor folks
losing their homes in foreclosures. Veronica
Hearst - the widow of Randolph Hearst and
stepmother of infamous kidnap victim Patty
Hearst - is fighting to keep her stunning 5.1-
acre oceanfront estate in Manalapan, just




south of Palm Beach.”

“The glamorous Dutch-born socialite has
defaulted on a whopping $33 million in mort-
gages and loans that came due earlier this
year. In late August, a judge in West Palm
Beach refused to stop foreclosure proceed-
ings.”

"“When Randy died, he didn't leave her
enough money to take care of the house. It's
all tied up in trusts - and she's a big
spender,’ one insider told us. ‘She sold off
1.6 acres for $6.2 million in 2004.™

“Last March, the remaining 3.5-acre estate
was put on the market for $27 million. Ve-
ronica, the mother of social butterfly Fabiola
Beracasa, reportedly turned down several
offers in the range of $20 million-$25 million.
"The house is off the market now - it's in
foreclosure," another source said.”

“Veronica and Randolph, the son of ‘Citizen
Kane'-inspiring media baron  William
Randolph Hearst, bought the 52-room,
28,000-square-foot Villa Venezia from shop-
ping mall czar Mel Simon in July 2000, for
$29.87 million. It was the highest price ever
paid for a residential property in Palm Beach
County at that time.”

“Five months later, Randolph died of a
stroke at the age of 85, leaving his much
younger third wife to deal with the crushing
monthly payments. When those payments
stopped earlier this year, New Stream Se-
cured Capital, the company that holds the
mortgage, went to court.”

“Veronica told us yesterday she is simply
refinancing her debt. ‘There was a conflict of
interest. The original terms were incorrect.
We are resolving our issues,” she said. It's
not surprising she wants to hang onto the
Romanesque-style estate. Designed in 1930
by architect Maurice Fatio for Harold Sterling
Vanderbilt, a great-grandson of railroad
baron Cornelius Vanderbilt, it's one of the
jewels in the crown in the area.

It's unlikely her Hearst in-laws will help bail
her out. "The Hearsts protect the Hearsts
and she married into the family, but she's
really not a Hearst," one insider said.

| wonder if she is going to claim “predatory lend-
ing” and have her lawyers exert a RESPA claim
over any potentialy marked-up settlement
charges on the HUD-1?

INTERESTING LINKS

United States Department of Justice (Anti-trust
Division) Competition and Real Estate Site

COMPETITION
and REAL ESTATE

ANTITRUST DIVISION
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Buyng or seling a home is the largest nancial transaction most
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% billcn for brokerage services,
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More Competition Could Reduce Commissions
0 New business nodels are emerging tha allow consumers to save
f thousands of dollars when they buy or sell a home. Where these
practices are alowed, some busrers” brokers are offering refunds
* Y on commissions, and some selers” brekers are charging only for
sersices actually used.
+Consumers e f dollars in commissions =
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Barriers to a More Competitive Brokerage Market

‘Tweive states farbid buyers” brokers from rebating a portion of
the sales commission to the consumer. Eight states require
consumers to buy more services from sellers” brokers than they
I WA, WD 50 0PIon 1 Wve the eXIra fems

http://www.usdoj.qgov/atr/public/real estate/
workshop reports.htm

For those interested in the government’s attempt
at controlling the use of MLS (Multiple Listing
Service) data as well as other anti-competitive
practices in real estate, you may wish to visit the
government's OFFICIAL site.

From the folks at mortgagebot.com...
Mortgage Marvel—www.mortgagemarvel.com

Quick Quote  [RTEEERES

Instant, Accurate Mortgage Comparisons

Start Here

o Compare morigage rates and fees,
no perscnal information required

@) choose the mortgage lender
that's right for you.

©) Apply oniine, get approved instantly.

Leveraging the use of mortgage rate and fee
data from their Mortgagebot clients, Mortgagebot
is re-purposing the data into a customer-friendly
site which will allow potential borrowers and oth-
ers to obtain “instant and accurate” rate and fee
comparisons. Unlike other sites which purport to
offer the same type of information, this site does
not compile its data from anecdotal evidence or
scaled projects made from “sparse data points.”
See what the company has to say...

“According to Mortgagebot President and
CEO Scott Happ, Mortgage Marvel is the
first and only on-line mortgage-shopping
service targeted at consumer borrowers that
is tightly integrated with a nationwide net-
work of hundreds of trusted, local lenders.
‘With a single mouse-click,” said Happ,
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‘Mortgage Marvel can provide borrowers
with fast, accurate, real-time rate and fee
quotes from trusted, local lenders--but with-
out requiring borrowers to reveal personal
information.™

"Mortgage Marvel is tightly integrated with
the loan databases of hundreds of mortgage
lenders that have implemented PowerSite
(TM), our online loan-application system,"
Happ explained. "The result is the first fully
integrated, online loan-origination solution
from search through approval. In less than
30 minutes a borrower can get accurate
rates and fees, view a selection of loan prod-
ucts, select a lender, complete a loan appli-
cation, and get immediate online approval.
Lenders can now do more than just refer
existing clients to their Web sites--they can
gain new mortgage business from the Inter-
net more easily than ever before." What
makes Mortgage Marvel so different--and so
much better?”

“Unlike today's rate portals and loan-
aggregation services, Mortgage Marvel en-
ables borrowers to connect directly to the
same advanced, online lending system used
by the hundreds of local, regional, and na-
tional lenders that have implemented Mort-
gagebot PowerSite, the industry's leading
solution for online, direct-to-consumer loan
origination. For the first time, borrowers can
be assured that the interest rates and fees
they see online are the actual rates and fees
they will get when they apply for a loan.”

Definitely a must-see site for those following the
latest trends in mortgage lending.

MORTGAGE HUMOR

Disclosures...

The mortgage industry is the only place where
government regulators are considering mandat-
ing the use of a new, simplified disclosure that is
consumer friendly. Its job is simply to tell the bor-
rower that there is a considerable risk contained
in the next fifty pages of the document set.

Parity Act...

Congress is finally reconsidering the "parity act"
which would allow state-regulated financial insti-
tutions to compete on a level playing field with
their federally-regulated institutions. The Bush
Administration feels that state-regulated institu-

tions should receive just as much blame as their
federally-regulated counterparts for the subprime
mortgage debacle.

Fed Rates...

| guess the rumor about Bernanke taking Chair-
manship lessons from former Fed-Chairman Alan
Greenspan may be true. When appearing before
Congress during the mortgage meltdown hear-
ings, he was asked: "Mister Bernanke, about the
Federal Funds Rate; are you or do you ever in-
tend to, and if not why not, and if so how and
when?" Bernanke replied, "Yes and no."

Personal Problems...

Psychiatrist to a mortgage broker on his couch:
"Nonsense! No way does everyone in the world
hate you -- everyone in the United States per-
haps, but certainly not everyone in the world."

National Symbol...

A visitor from Holland was chatting with his
American mortgage broker friend and was joking
about the red, white and blue in the Netherlands
flag. "Our flag symbolizes our mortgages," he
said. "We get red when we talk about them, white
when we get out our monthly coupon book and
blue after we make the payment." "That's the
same with us," the American joked back, "only
with our ARM loans, we see stars, t0o."

Updated Wisdom...

If you owe the bank $400,000 on your mortgage,
that's your problem. If you owe the bank $400
million on your warehouse line of credit, that's the
bank's problem.

Dress for Success...

A young mortgage banker decided to get his first
tailor made suit. So he went to the finest tailor in
town and got measured for a suit. A week later
he went in for his first fitting. He put on the suit
and he looked trim and prosperous, he felt that in
this suit he can double or even triple his busi-
ness.

As he was admiring himself in front of the mirror
he reached down to put his hands in the pockets
and to his surprise he noticed that there were no
pockets. He mentioned this to the tailor who
asked him, "Didn't you tell me you were a mort-
gage broker?" The young broker answered,
"Yes, | did." To this the tailor said, "Who ever
heard of a mortgage broker with his hands in his
own pockets?"

WE ARE YOUR DOC PREP COMPANY —NOT YOUR COMPETITOR

ICC does not use the information you provide for any purpose other than to prepare your loan docu-
ments. We do not make your information available to anyone, especially third-party vendors. We do
not engage in statistical analysis of your data nor do we suggest alternative loan programs, insurance

or other products.

For those who would like to receive our informative newsletter automatically each month, please con-
tact Lori at info@iccdocs.com to be added to the list. We are committed to protecting your privacy and
your e-mail address will never be rented, sold, or otherwise shared with any third-parties. View our
privacy policy at: http://www.iccdocs.com/Business/Privacy2.htm

At ICC, we appreciate and value your business. Feel free to call us toll-free at
(888) 437-3627 or e-mail me at info@iccdocs.com with your suggestions —
Mike Straziuso, President




