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By Electronic Mail 

OFFICE OF INSPECTOR GENERAL 
Federal Housing Finance Agency 

400 7th Street, S.W., Washington DC 20024 

April 01, 2016 

RE: Freedom of Information Act 

This letter responds to your February 24, 2016 request pursuant to the Freedom oflnformation Act 
(FOIA)/Privacy Act (PA), 5 U.S.C. §552, which was forwarded by the Federal Housing Finance Agency 
(FHFA) and received by the Federal Housing Finance Agency's Office oflnspector General (FHFA-OIG) 
on March 10, 2016 for separate processing and response in accordance with FHFA's FOIA regulations at 
12 C.F.R. Part 1202. Your request has been assigned the tracking number 2016-FOIA-00010 and seeks 
the following information: 

A copy of the closing memo, final report, referral memo, referral letter and report of 
investigation (ROI) for the following FHF A OIG closed investigation: 1-11-0014, 1-11-
0023, 1-11-0037, 1-11-0039, 1-11-0043, 1-11-0046, 1-11-0056, 1-12-0060, 1-12-0061, 1-12-
0070, 1-12-0073, 1-12-0075, 1-12-0105, 1-12-0115, 1-12-0118, 1-12-0120, 1-12-0145, 1-12-
0157, 1-12-0161, 1-12-0178, 1-11-0226, 1-13-0239, 1-13-0284, 1-11-0290, 1-13-0303, 1-13-
0305, 1-13-0311, 1-14-0336, 1-14-0343, 1-14-0358, 1-14-0382, 1-14-0383, 1-14-0444. You 
may omit enclosures, attachments, exhibits and appendices. 

FHFA-OIG has conducted a search and has determined that it possesses 101 pages ofrecords responsive 
to your request. These are attached. 

Certain information contained in these records have been exempt and withheld under the following FOIA 
Exemptions: 

(b )(3) (A), Allows the withholding of information prohibited from disclosure by another federal 
statute provided that the statute requires that the matters be withheld from the public in such a 
manner as to leave no discretion on the issue. The following statutes FHFA-OIG is asserting are: 

o 18 U.S.C. § 3153 (Information regarding pre-trial services); 
o 31 U.S. C. § 5 319 (Bank Secrecy Act) (Reports pertaining to monetary instruments 

transactions filed under subchapter II of chapter 53 of title 31 and records of those 
reports); 

o Fed. R. Crim. P. 6(e), enacted by Act ofJuly 30, 1977, Pub. L. No. 95-78, 91 Stat. 319, 
(Certain records pertaining to grand jury proceedings); 

o 31 U.S.C. §§ 3729 and 3730 (qui tam provisions) 
(b )( 4 ), Permits withholding of records related to trade secrets and other confidential business 
information. 
(b )( 5), Permits withholding information under the deliberative process privilege, including the 
pre-decisional documents, or information that could be withheld under civil discovery, attomey
client, or attorney-work product privileges. 



(b)(7)(A), Permits withholding ofrecords when interference with law enforcement proceedings 
can be reasonably expected. 

(b)(7)(C), Permits withholding ofrecords when an unwarranted invasion of personal privacy 
could reasonably be expected. 

(b )(7)(E), Permits withholding of records when techniques and procedures for law enforcement 
investigations or process would be disclosed or provided such disclosure could reasonably be 
expected to risk circumvention of law. 
(b )(7)(F), Permits withholding of records when endangering the safety or life of any individual 
could reasonably be expected. 

(b)(8), Permits withholding ofrecords relating to the examination of banks and other financial 
institutions by agencies that regulate or supervise them. 

This is the final decision on your request. If you believe this decision denies your request in whole or in 
part, you may appeal it in writing within 30 days, per 12 C.F.R. § 1202.9, by writing directly to the FOIA 
Appeals Officer via electronic mail, mail, delivery service, or facsimile. Your appeal must cite the 
applicable tracking number(s) for the request(s) you contend to have been denied. Your appeal must 
include a copy of the request(s) you contend to have been denied, a copy of the decision letter, and a 
statement of circumstances, reasons, or arguments you believe support disclosure of the requested 
record(s). Your appeal must also be clearly marked "FOIA Appeal: FHFA-OIG." The electronic mail 
address is: foia@fhfa.gov. For mail or delivery service, the mailing address is: FOIA Appeals Officer, 
Federal Housing Finance Agency, 400 7th Street, SW, Washington, DC 20024. The facsimile number is: 
(202) 649-1073. 

Sincerely, 

Katarina Hake 
FOIA/Privacy Act Officer 



1625 Eye St. NW 

Washington, DC 20006 

REPORT OF INVESTIGATION 

Type of Investigation: 

Period of Investigation: April 28, 2011 through May 17, 2011 

BASIS FOR INVESTIGATION 

Type of Report: 

IZJ Final 

D Interim 

D Supplemental 

Freddie Mac FIU's Open Investigation Report listed a condo project called Shadow Bend 
Condos in Phoenix, AZ, where 14:41 loans are in some stage of delinquency, and many of the 
borrowers purchased multiple units in the development. The FIU conducted additional research and 
found the property seller of Shadow Bend also developed and sold at least two additional 
condominium conversion projects in the Phoenix area, where investors were recruited through an 
affiliate named Red Door Group. 

ALLEGATIONS & FOCUS OF INVESTIGATION 

Subject Red Door Group allegedly recruited investors with promises of guaranteed rental 
payments and subsidies for at least a six month period. Freddie Mac FIU alleged undisclosed (not 
reported on Forms HUD-1) incentives to buyers. 

Distribution No. Case Number: Sign•+•·-- -& ,.., ____ u-L-inn ,.., ___ _.. 

Inspector General 1-11-0023 
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(b )(7)(C) -
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~ .. ~ - . . 
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(b )(7)(C) 
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REPORT OF INVESTIGATION 

DETAILS OF INVESTIGATION 

S~ (b )(7)( h avelled to Phoet x AZ the we]k fit ~ay 2 2011 and T et with personnel from 
the FBI mortgage fraud task force. _ _ b _ 7 _ C) _ reported she provided 
preliminary investigation to the Red Door Group and closed the investigation for the following 
reasons: 1. Difficulty in refuting defendant claims payments to investors were not rent payments 

(b )(4) 
3. Statute of limitations issues (with much of the relevant conduct taking place in 

2003/07). 4.1 (b )(?)(A) I 
5. Investors received deeds in lieu of foreclosure on the properties they purchased 
6. Red Door Group is defunct as of end of calendar year 200~ (b )(5) 

(b )(5) 

In addition to the above, investigation disclosed that the developer cut Forms 1099 to investors 
for rents paid which Freddie Mac FIU believed to have been undisclosed incentives from the 
developer to prospective buyers. After meeting with task force personnel, SAi (b)(7)(C) ~ancelled 
document demand to Freddie Mac. 

PROSECUTIVE DISPOSITION 

Because of the known prosecutive posture in Phoenix, AZ, the task force closed the matter 
without formal AUSA presentation. 

SYSTEMIC IMPLICATIONS 

NA 

Case Title: Red Door Group Case Number: 
1-11-0023 

Page 2 
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FEDERAL HOUSING FINANCE AGENCY 
OFFICE OF INSPECTOR GENERAL 

Report of Investigation {ROI) 

Title (Name and Address): Galloway Acres_Property Flipping Scheme 

Type of Investigation: Criminal 

Type of Report: Final 

Period of Investigation: 4/18/2011 - 2/13/2013 

Basis for Investigation 

This case was initiated based on a series of anonymplls complaints that detailed allegations that 

I (b )(7)(C) I and others, orchestrated 

fraudulent mortgage transactions in the above-named South FL development by utilizing entities 

under their control to profit from property flips. According to the complainant, these transactions 

enabled the co-conspirators to extract over $3.6 million in profits, while leaving the mortgage 

companies (and the GSE's) holding overvalued and non-performing mortgages. The anonymous 

complainant further alleged that some of the mortgages associated with this investigation were 

owned by Fannie Mae and Freddie Mac ("the GSEs"). It was later determined that this matter 

was being investigated by the U.S. Attorney's Office (USAO) for the Southern District of FL 

(SDFL), Miami, FL, the Federal Bureau of Investigation's (FBI) Miami, FL Field Office, and the 

Office of the Inspector General (OIG) for the Federal Deposit Insurance Corporation (FDIC). 

Allegations and Focus of Investigation 

The complainant provided a spreadsheet that indicated at least one of the subject real estate 

transactions involved a property for which the mortgage was owned by Freddie Mac. It was 

determined that FHFA OIG S~ (b )(7)(C I had received similar anonymous complaints via 

another source, related to the same allegations. These allegations were analyzed and 

determined to be virtually identical to those already reviewed. In addition, HUD OIG Miami 

confirmed receipt of identical allegations. However, HUD OIG officials determined that none of 

the related property transactions involved Federal Housing Administration insured mortgages. 

Prosecutive Disposition 

This matter was already accepted for prosecution by the SDFL's Miami, FL office, under the 

auspices of the Mortgage Fraud Strike Force. FHFA OIG was invited to participate on the 

continuing investigation involving this fraudulent scheme, assuming that a nexus to FHFA 

programs could be established. 

Distribution: 

Inspector General 

Ass't U.S. Attorney 

Other (specify below) 

No. Case No. 1-11-0043 J 
Signature of Person Making Report (b )(7)(C) 
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Report of Investigation continued 

Case Title: Galloway Acres_Property Flipping Scheme 

Case Reference No.: 1-11 -0043 

Systemic Implications 

The anonymous complainant made specific allegations that mortgages owned by one of the 

GSEs were involved with the criminal activity in this investigation. 

Details of Investigation 

The referral material subsequently provided by the anonymous complainant indicated that at least 

one of the illegal property transactions involved a mortgage owned one of the GSEs. 

Requests for case-related documentation were submitted to both GSE's. Fannie Mae had no 

responsive documents. Freddie Mac also had no responsive documents related to their single 

family portfolio, despite the fact that the anonymous complaint specifically referenced Freddie 

Mac involvement. However, due to the size of the transactions (each in excess of $600,000), 

there was a possibility that some of these transactions (either individually or as a group) might 

have been accepted into the Freddie Mac Multi-Family portfolio. However, a separate analysis of 

Freddie Mac Multi-Family records disclosed no responsive documents. 

Additional information uncovered along with the FBI and FDIC OIG indicated thal (b )(7)(C) I 
might have conducted a similar transaction related to another Miami-area property he owned. 

Records indicated that this property might have been sold to another entity utilizing the same 

closing agent from the suspect transactions. A subsequent document review of Freddie Mac 

records determined that Freddie Mac still owned the mortgage on this property for which 

I (b )(7)(C) l A Fannie Mae Fraud Investigative Unit official advised that if this 

property had been sold b~ (b)(7)(C !Fannie Mae was not aware of the transaction, and had not 

been made whole. This individual further advised that J.P. Morgan Chase Bank ("Chase") was 

the servicin lender for Freddie Mac on that property. After contacting Chase it was determined 

tha (b )(7)(C) ttempted sale of this property was initiated but never closed. 

Based on this information no apparent nexus to FHFA programs cou ld be established. This 

investigation should be closed with no further action warranted. 
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FEDERAL HOUSING FINANCE AGENCY 
OFFICE OF INSPECTOR GENERAL 

Report of Investigation (ROI) 

Title (Name and Address): I (b )(7 )( C) I 
Type of Investigation: Criminal 

Type of Report: Final 

Period of Investigation: 12/4/2012 - 2/16/2014 

Basis for Investigation 

This case was referred to this office by s A (b )(7)(C) ~.S. Secret Service, Miami, FL Field 

Office. I { b ){ f ){ C) !southern District of FL's Mortgage Fraud Strike Force. He 

referred the matter for prosecution to this office as a joint investigation under the Mortgage Fraud 

Strike Force of the Southern District of FL (SDFL), Miami, FL. 

Allegations and Focus of Investigation 

________ __._ ............ _ ...... _______ __.engaged in a pattern of falsifying 

financial information in order to qualify borrowers for mortgages for which they would not have 

otherwise been qualified. He accomplished this by falsifying loan origination docum1ntatjon 

involving buyer income and asset information. There were additional allegations thaf (b )(?)(C) 
misrepresented the borrowers' occupancy status on multiple loans. 

Prosecutive Disposition 

This matter was referred for prosecution to the SDFL's Mortgage Fraud Strike Force by the 

USSS. However, this Strike Force was discontinued by the SDFL in early 2013. In April 2013, 

the SDFL paralegal charged with maintaining oversight of the remaining Strike Force cases 

advised that this investigation was not jacketed for further investigation by the SDFL. 

Systemic Implications 

This investigation was similar to the overall mortgage fraud occurring in South FL, involving 

mortgages owned by Fannie Mae and Freddie Mac (GSEs). Information provided by USSS, and 

additional information later obtained from the GSEs by this office, indicated GSE involvement in 

the properties associated in this fraud scheme. 
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Report of Investigation continued 

Case Title: I (b )(7 HG) I 
Case Reference No.: 1-13-0226 

Details of Investigation 

This case was referred to this office in June of 2012 by S~ (b )(?)(C) ~.S. Secret Service, 

Miami, FL Field Office. I ( b )( f )( C) lSouthern District of FL's Mortgage Fraud 

Strike Force. He referred the matter for prosecution to this office as a joint investigation under the 

Mortgage Fraud Strike Force. At that time, FHFA OIG was still subject to the moratorium 

imposed by the management of the SDFL, due to the civil lawsuits filed by FHFA against 

numerous large loan originators and servicers. 

b c 
..... ~~~~~~~~--......................... ~~~~~~~~~ engaged in a pattern of falsifying 

financial information in order to qualify borrowers for mortgages for which they would not 

otherwise have been qualified. He accomplished this by falsifying loan origination documentation 

involving buyer income and asset information. There were additional allegations that the loan 

documentation associated with these transactions contained misrepresentations of the borrowers' 

occupancy status on multiple loans. 

Database analysis identified ho was associated with numerous 

com~anies. His most recent employer was listed as 

I { bj{ f ){ C) I Requests for case-related documentation were submitted to both GSE,s. It was I (b )( 5) h 
also determined that FHFA OIG s.AJ (b){7){G) l had documentation .... ------------r 
related to this investigation which included buyers in the Denver, CO areal (b)(7)(C) ~rovided the 

documentation to this office for review. 

Analysis of response documentation from the GSEs indicated fraudulent misrepresentation of 

income and asset information. Specifically, Fannie Mae's Fraud unit found fraudulent information 

on five of the eight reviewed loans on this investigation (there were more than thirty additional 

loans). However, Fannie Mae made a determination that based on the available information, 

there was no significant data linkingl (~~~ ) Jo the false information contained on those loans. 

According to the USSS, this matter was referred for prosecution to the SDFL's Mortgage Fraud 

Strike Force. Based on this information, it was converted to an investigation in December of 

2012. The SDFL's Mortgage Fraud Strike Force was disbanded in March of 2013. In April 2013, 

the SDFL paralegal charged with maintaining oversight of the remaining Strike Force cases 

advised that this investigation was not jacketed for further investigation by the SDFL. Based on 

this information, this investigation should be closed with no further action warranted. 
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Title (Name and Address): 

FEDERAL HOUSING FINANCE AGENCY 
OFFICE OF INSPECTOR GENERAL 

Report of Investigation (ROI) 

SONY-Allied National Bank 

Type of Investigation (type one or more: Criminal, Civil, Administrative): CIVIL 

Type of Report (type one: Final, Interim, Supplementa~: FINAL 

Period of Investigation: 02/01/12 until 1/23/2014 

Basis for Investigation 

Case opened 02/01/2012 based on an initiative started by the United States Attorney's 
Office for the Southern District of New York focusing on fraudulent mortgage origination 
practices affecting the United States Department of Housing and Urban Development and 
the Government Sponsored Enterprises. 

Details of Investigation 

This case focused on Allied's involvement in origination fraud. It was alleged that Allied 
fraudulently misrepresented its mortgage lending and underwriting practices in order to 
participate in a U.S. Department of Housing and Urban Development (HUD) program. 
Similarly, these same misrepresentations were alleged to have been made during the 
sale of loans to the Government Sponsored Enterprises. The case is being worked jointly 
with HUD, Office of Inspector General. 

FHFA-OIG obtained loan origination and loan loss information for consideration by the 
United States Attorney's Office for the Southern District of New York. 

Prosecutive Disposition 

Distribution: 

Inspector General 

Ass't U.S. Attorney 

Other (speedy below) 

No. 

(b )(5) 

Case No. 1-12-0060 

Signature of Person Making Report _ 

Signature of Person Examining Report 

Title Mfrl: 

(b )(7)(C) 

.... 
Div. Office Date of Report 01/23/2014 

OFFICIAL USE ONLY 
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Title (Name and Address): 

FEDERAL HOUSING FINANCE AGENCY 
OFFICE OF INSPECTOR GENERAL 

Report of Investigation (ROI) 

Urban Lending Solutions 

Type of Investigation (type one or more: Criminal, Civil, Administrative): CIVIL 

FINAL Type of Report (type one: Final, Interim, Supplementa~: 

Period of Investigation: 10/19/2011 - 02/04/2013 

Basis for Investigation 

This case was opened in 2011 , based upon a Qui Tam filed by (b )(7)(C) 
(b )(7)(C) IFHFA-OIG worked with Assistant United States Attorney A) 1chard 

Hayes, Chief, Civil Fraud Unit, Eastern District of New York (EDNY) and Special 
Agent (SA) Susan Lynn , Special Inspector General, Troubled Asset Relief Program 
(SIGTARP). 

Allegations and Focus of Investigation 

I (b )(7)(C) ho which 

Bank of America (BofA) contracted some of its Home Affordable Modification 
Program (HAMP) work. Bank of America (BofA) and its loan servicing subsidiary, 
BAC Homes Loans Servicing LP, implemented business practices designed to 
intentionally prevented eligible homeowners from becoming eligible or ascertaining a 
permanent HAMP modification. 

Details of Investigation 

The investigation determined that the bank and its agents at Urban Lending, routinely 
pretended to have lost homeowners' documents, failed to credit payments during trial 
modifications and intentionally misled homeowners about their eligibility for the 
program. BofA allowed just enough HAMP modifications to avert suspicion and allay 
congressional critics. When borrowers were turned down for a modification, BofA 
routinely pushed these distressed consumers into one of their proprietary mortgages, 
thus continuing to mitigate losses at the borrowers expense. 

BofA and subsidiary BAC Home Loans Servicing LLP (BofA) violated the terms of the 

Distribution: 
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Ass't U.S. Attorney 

Other (specify below) 
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Report of Investigation continued 

Case Title: Urban Lending Solutions 
Case Reference No : 1-12-0061 

Servicer Participation Agreement (SPA) with the Department of the Treasury signed 
on April 17, 2009. The SPA and Program documentation required BofA to use 
"reasonable efforts" to assist American homeowners in obtaining mortgage 
modifications under the Home Affordable Modification Program (HAMP). 

Treasury's compliance agent for HAMP is Making Home Affordable-Compliance 
(MHA). In a 4/2011 Performance Report, MHA revealed that BofA required 
"substantial improvement" in identifying and contacting homeowners, in homeowner 
evaluation and assistance and program management, reporting and governance. As 
a result Treasury withheld servicer incentives owed to BofA until they made certain 
identified improvements. This was memorialized in a Consent Order dated 4/12, 2011 
by Order of the Board of Governors of the Federal Reserve System. 

Prosecutive Disposition 

On 3/12/2012, the Federal Government along with various States filed a complaint 
alleging BAC et al, violated among other laws, the Unfair and Deceptive Practices 
Acts and Practices Laws of the Plaintiff States, the False Claims Act, the Financial 
Institutions Reform, Recovery and Enforcement Act of 1989, the Service Members 
Civil Relief Act and the Bankruptcy Code and Federal Rules of Bankruptcy 
Procedures. On 4/4/2012, BAC agreed to enter into a Consent Judgment in an effort 
to remediate harms resulting from BAC's unlawful conduct. The financial terms of the 
settlement were broken down into three categories, which total $6.5 million,...· =w..L.1.t::.U.1--...., 

Settlement Amount; Payments to Foreclosed Borrowers; Consumer Relief. (b )(7)(C) 
complaint was subsequently unsealed resulting in an additional payment by t e ank 
amounting of approximately $1 m. 
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Title (Name and Address) : 

FEDERAL HOUSING FINANCE AGENCY 
OFFICE OF INSPECTOR GENERAL 

Report of Investigation (ROI) 

SDNY-Citi Mortgage 

Type of Investigation (type one or more: Criminal, Civil, Administrative): CIVIL 

Type of Report (type one: Final, Interim, Supplementa0: FINAL 

Period of Investigation: 10/26/11 until 01/23/2014 

Basis for Investigation 

Case opened 10/26/2011 based on an initiative started by the United States Attorney's 
Office for the Southern District of New York focusing on fraudulent mortgage origination 
practices affecting the United States Department of Housing and Urban Development and 
the Government Sponsored Enterprises. 

Details of Investigat ion 

This case focused on Citibank's involvement in origination fraud. It was alleged that Citi 
Mortage fraudulently misrepresented its mortgage lending and underwriting practices in 
order to participate in a U.S. Department of Housing and Urban Development (HUD) 
program. Similarly, these same misrepresentations were alleged to have been made 
during the sale of loans to the Government Sponsored Enterprises. The case was 
worked jointly with HUD, Office of Inspector General. 

FHFA-OIG obtained loan origination and loan loss information for consideration by the 
United States Attorney's Office for the Southern District of New York. 

Prosecutive Disposit ion 

Distribution: 

Inspector General 

Ass't U.S. Attorney 

Other (specify below) 

No. 

(b )(5) 

Case No. 1-12-0070 

Signature of Person Making Report (b )(7)(C) 
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REPORT OF INVESTIGATION 

Title (Name and address): Type of Investigation: 
WORTH INGTON MORTGAGE GROUP, LLC 

Type of Report: 

1:8:1 Final 
Referral 

D Interim 

D Su lemental 
Period of Investigation: February 7, 2012 to January 22, 2013 

BASIS FOR INVESTIGATION 

On February 7, 2012, the United States Attorney's Office for the Distrr at l\tlan1!and = t:ilorthern 
Division requested the assistance of FHFA-OIG lnvesti ative Counse (b )(7)(C) in a 
mortgage fra~d jnyestigatjoo j hortly thereafter, IC (b)(7)(C nlisted the assistance of FHFA-OIG 
Special Agen (b )(7)(C) 

ALLEGATIONS & FOCUS OF INVESTIGATION 

WORTHINGTON MORTGAGE GROUP, LLC (WORTHINGTON) and its associates committed 
mortgage fraud by creating inflated appraisals for several properties, submitting mortgage loan 
applications containing falsified and misleading information, creating false bank account statements 
to accompany mortgage loan applications, and falsely verifying income and employment information 
on behalf of applicants. 

DETAILS OF INVESTIGATION 

~==.:..:....:. ........ = ......................... ~-...... .................. """' THINGTON and 
committed mortgaL..g-e--ra- u--.-.... y- c-re-a-.-1n_g_1_n...,.a-.-e..,....a_p_p--'raisals for 

(b )(7)(C) 

L..s_e_v __ e-ra......-p--r-o-pe_..,.,.1 __ e .... s-.., s .... u_,_m~1 .-rn--g---,,m"""'o_,....,.g...,.a--g...,....,e oa n ap p I ications containing fa Is ified and mis leading 
information, creating false bank account statements to accompany mortgage loan applications, falsely 
verifying income and employment information on behalf of applicants. 

Distribution No. Case Number: Signature of Person Making Report: I (b )(7)(C) 
Inspector General 1-1 2-0105 Special Agent I (b )(7)(C) I 

A I 

Assistant U.S. Attorney Si ~ining Report: 

(b )(7)(C) 
·])r&r 7-/ ~ r ll/-f' 

Other (Specify): Tit ir. , (.IT , ( Offlce(City): 

Asst. Inspector General-Investigations Washington, D.C. 
Division Office: Date of Report: 

FHFA-OIG, lnvestiqations 4/8/13 
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REPORT OF INVESTIGATION 

(b )(7)(C) 

From 2004 through 2008, I (b )(7)(C) , I WORTHINGTON, a 
mortgage brokerage company in Baltimore, Maryland. Beginning in 2004J (b )(7)(C) ~onspired 
with others to obtain loans for WORTHINGTON clients, including the co-conspirators, by submitting 
false and misleading appraisals, false bank account information, fictitious employment information 
and false monthly income figures. The scheme resulted in multiple loan defaults, foreclosures and 
loan losses to mortgage companies and financial institutions of more than $2.5 million. 

I (b)(?)(C) I falsely verified the 
emllo~ment or income information supplied on the loa der. 
(b)_ 7 (C) I also arranged for another c - · to 
provide false and misleading appraisals. (b )(7)(C) nd his co-conspirators also concealed the 
true purchase price of properties from the lenders, by falsifying forms HUD-1 and concealing 
kickbacks. By concealing the true sales price for the properties, the conspirators manipulated the 
lenders into funding more than 100% of the purchase price, which exposed the lenders to a greater 
risk of loss than they anticipated. 

Around July 28, 2006J (b )(7)(C) !arranged for First Magnus Financial Corporation, through 
Washington Mutual Bank, to transfer by wire $385,945.32 to Wachovia Bank. N.A.. to the title agent 
to complete the settlement transaction for the refinance of a property at l (b )(7)(C) I 
Baltimore, Maryland. 

Around August 22, 20061 (b )(7)(C) !arranged for First Magnus Financial Corporation, through 
Washington Mutual Bank, to transfer by wire $157,900.03 to Wachovia Bank. N.A. . to the title r gent 
to complete the settlement transaction for the refinance of a property a~ (b )(7)(C) _ 
Baltimore, Maryland. 

Around April 11, 2007,l (b )(7)(C) I arranged for First Magnus Financial Corporation , through 
Washington Mutual Bank, to transfer by wire $325,752.48 to Wachovia Bank, N.A., to the title agent 
to complete the settlement transaction for the refinance of a property a~ (b )(7)(C) I 
Baltimore, Maryland. 

Around January 30, 2008 J (b )(7)(C) I arranged for CMG Mortgage, Inc., through Nattymac Capital, 
LLC, a residential mortgage warehouse lender, to transfer by wire $206,204.15 to Sandy Sprin~ 
Bank, to the title agent to complete the settlement transaction for the refinance of a property at[ (b )(7)(C) 
(b )(7)(C) !Baltimore, Maryland. This loan was acquired by Bank of America. 

On January 22, 2013.I (b )(7)(C) i was indicted by a grand jury sitting in the U.S. District Court for 
the District of Maryland on charges of conspiracy to commit and committing wire fraud in connection 
with a mortgage fraud scheme in which fraudulent loans were obtained on at least five properties. 

Case Title: Case Number: 
WORTHINGTON MORTGAGE GROUP, LLC 1-12-0105 
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REPORT OF INVESTIGATION 

(b )(7)(C) 

(b )(7 )(C) Between April 2004 and April 2oosl (b )(7)(C) 
aske o appraise a number of :roperties on behalf of purchasers who were seeking 
financing through WORTHINGTON.I (b)(7}fGl p re ared t 17 praisals for 
$4,306!950 {r;;i,Jq~s originated at WORTHINGTON. b 7 told b 7 C th ar value he 
wanted_ (b H 7 )1 C ! Ito roperty in question. b C rged (b )(7 )(C ) o change 
his appraisals when . b 7 C concluded that the prope y m question was of a lesser value. 
Sometime b C found inappropriate comparable ro erties from public record databases 
and told b o use them in his appraisals. (b)(7)(C falsified the appraisals by: 1) using fake 
photos and descriptions of the properties; 2) misrepresenting the condition of the properties, often 
claiming falsely that the properties had been renovated; 3) misrepresenting the physical 
characteristics of the properties; and 4) using inappropriate comparable properties. The tota l loss for 
the 17 loans amounted to $2,661,366, the majority of which was suffered by Fannie Mae and Freddie 
Mac. 

In March ~ad .!11ce 2aaz I lbll7llC)l used ~T~IN~TON as the mortgage broker to refinance the 
home that( (b )(7)(C) rowned . l_i~i711c LJsubmitted false appraisals that inflated the 
property's value and caused another appraiser to 1ian the doc11rqents to avoid the obvious conflict of 
performing an apprai · ·th! (b )(7)(C) J knowledge, hi~ (b)(7)(C) ) 
processed the loan in (b )(7)(C) falsifying her income and employment, as well as 
th · s an account. The refinance application also failed to state that 
.__~ .......... _.....__.. __ ~h.:.;:a~d...:.d..,..faulted on a federal debt and were subject to federal tax liens. The 
~~~~~~b:.L.l.7:.....u.=C:.L.....J home was sold to Freddie Mac which sustained a loss of $139,767 

defaulted and the loan went into foreclosure. 1-....J.. ......... _..... ........... _ 

(b )(7)(C) 

In 1998J (b )(7)(C) ~oicebank, LLC (Voicebankl Voicebank 
was a technology employee leasing company that ceased doing business by 20011 (b)(7)(C) ~sed 
Voicebank as a fictitious employer for certain WORTHINGTON loan applicants and falsely verified the 
employment or income information supplied on the loan application if lenders~i~~· ~~~...., 
Voicebank phone number activated a voice mail m~es2.:s2..5a~...li!.lo~~~..1Jo.L...l.l.M.l""'i----l.;:=...L.l.:....1..i...;;..'---1 
(b)(7)(C) I it called upon by the lender, either (b )(7)(C) would verify the 
employment or income information supplied on the oan app 1cat1on. 

I (b )(7)(C) lalso applied for and obtai~ed two mortm~ges through WORTHINGTON by fr 
inflatirn:i his monthly income. In 2006 j (b )(7)(C) p repared a false loan application fo b 7 

I (b )(7)lC) ~igned the application for the refin n (b )(7)(C) 
Street in Baltimore which falsel stated h b with Voicebank, 
when both (b )(7 )(C ) In 2007, the same false 
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REPORT OF INVESTIGATION 

information was submitted on a loan application for the purchase of property located ad (b )(7 )(C ) 
Street in Baltimore. Both properties went into foreclosure, resulting in losses of more than $221,000. 

From 2004 through 20081 (b )(7 )(C ) tnvested in Baltimore residential real estate! (b )(7 )(C ) I 
obtained financin r both the purchase and sale of his properties from WORTHINGTON. Beginning 
in 2006 (b )(7)(C) onspired withl (b )(7)(C) I to obtain loans for WORTHINGTON clients under 
false pretenses. 

I (b )(7)(C) I who was also selling three of his own properties to other co-conspirators, concealed the 
true purchase prices of the properties from the lenders by signing the Form HUD-1 stating that he had 
r7qeiyed a ~ubstantial down payment from the buyers, when in fact no such payments had occurred . 

(b J17 }( C) !also kicked back a part of the sales proceeds from each loan to the buyers. By their 
actions, the conspirators manipulated the lenders into funding more than 100% of the purchase price, 
which exposed the lenders to a greater risk of loss than they anticipated. 

In 2007 and 2008l (b )(7)(C ) I also arranged for another individual to purch;;;;.as=e;......,.,,,,.,....,...,...,......, 
three prop~rtjes, apd for that tn~iyirlpa l 's hrf ther to purchase a fourth prp~erty, all located onl (b )(7)(C) I 
(b)(?J(Cl_ l and L ib)~7JLCJ _ In all four cased (b )(7)(C)_j:oncealed the true 

purchase price of the properties from the lenders, by signing the HUD-1 stating that he had received 
a substantial down~ayment from the buyers, when in fact no such payments had occurred. In 
addition I (b )(7)(Cflkicked back part of the sales proceeds from each loan to the buyers, further 
reducing the sales price of the property. By concealing the true sales price for the properties, the 
conspirators manipulated the lenders into funding more than 100% of the purchase price. All four 
properties went into foreclosure, resulting in losses of more than $686,000. 

DISPOSITION 

On June 29, 201~ (b )(7 )(C ) I pleaded guilty to conspiracy to commit wire fraud. He was sentenced 
in the U.S. District Court for the District of Maryland, to 15 months incarceration and 3 years 
su~ervised release and ordered to pay $2,440,804 in restitution and a $100 assessment. 

I (b_(7)(C ) lwas debarred on July 26, 2013. 

On September 14, 2012J (b )(7 )(C ) bleaded guilty to conspiracy to commit wire fraud . He was 
sentenced in the U.S. District Court for the District of Maryland, to 18 months incarceration and 2 
years su3ervised release and ordered to pay $1 ,007,81 2 in restitution and a $100 assessment. 

I (b )(7 )(C_ lwas debarred on December 19, 2013. 

(b )(7)(C) 
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Title (Name and Address): 

FEDERAL HOUSING FINANCE AGENCY 
OFFICE OF INSPECTOR GENERAL 

Report of Investigation (ROI) 

SONY-Wells Fargo 

Type of Investigation (type one or more: Criminal, Civil, Administrative): CIVIL 

Type of Report (type one: Final, Interim, Supplemental): FINAL 

Period of Investigation: 03/08/12 until 1/23/2014 

Basis for Investigation 

Case opened 03/08/2012 based on an initiative started by the United States Attorney's 
Office for the Southern District of New York focusing on fraudulent mortgage origination 
practices affecting the United States Department of Housing and Urban Development and 
the Government Sponsored Enterprises. 

Details of Investigation 

The case initially focused on FHA mortgages and the false representations Wells Fargo 
made to Federal regulators in order to qualify for a Department of Housing and Urban 
Development program. The defendants allegedly failed to select quality mortgages to be 
insured or bought and repeatedly ignored the program requirements, providing false 
information about the quality of the underwriting operation, through to securitization and 
consequently passed on the costs of hundreds of millions of dollars of defaults-to the 
Government. 

FHFA-OIG obtained loan origination and loan loss information for consideration by the 
United States Attorney's Office for the Southern District of New York. 

Prosecutive Disposition 

Distribution: 

Inspector General 

Ass't U.S. Attorney 

Other (specify below) 

No. 

(b )(5) 

Case No. 1-12-0118 

Signature of Person Making Report (b )(7)(C) 
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Title (Name and Address): 

Type of lnvesf gation: Civil 

Type of Report: Final 

FEDERAL HOUSING FINANCE AGENCY 
OFFICE OF INSPECTOR GENERAL 

Report of Investigation (ROI) 

Deutsche Bank AG; Taunus Corp.; DB Structured Products, Inc. 
New York, NY 

Time Period That Fraud Occurred: September 28, 2005-June 29, 2007 

Basis for Investigation 

This matter was opened incident to the filing of a civil complaint by the Federal Housing Finance 

Agency (FHFA) against Deutsche Bank AG et al, as conservator for Fannie Mae and Freddie Mac 

(collectively the government sponsored enterprises or GSEs), and concerning the offer and sale of 

residential mortgage-backed securities (RMBS). FHFA's attorneys (Quinn Emanuel Urquhart and 

Sullivan, LLP) alleged that Deutsche Bank falsely stated that mortgage loans underlying some $14.2 

billion in RMBS offered by Deutsche Bank and purchased by the GSEs were compliant with 

underwriting guidelines as described in reg istrations statements filed by Deutsche with the Securities 

and Exchange Commission. 

Allegations and Focus of Investigation (Note· CIGIE reqwres a specific statutory citation) 

Sections 11 , 12(a)(2), and 15 of the Securities Act of 1933, 15, U.S.C. §§ 77k, 77/(a)(2), 770, 

Sections 13.1-522(A)(ii) and 13.1-522(C) of the Virginia Code, Sections 31-5606.05(a)(1 )(B) and 31-

5606.0S(c) of the District of Columbia Code 

Details of Investigation 

In September 2011 , the FHFA filed lawsuits against 17 large banks that offered and sold some $105 

billion in RMBS to the GS Es. Deutsche Bank AG was one of the 17 banks named in the lawsuits. 

FHFA-OIG \ 

(b )(5),(b )(?)(E) 

\ During case review in February 

2013, a decision was made to close this matter.I (b )(5) I 

Case No. l-12-L.0-14_5 _____ d-;:::===========.,1 Distribution: 

Inspector General 

Asst U.S. Attorney 

Other (specify below) 

No. 

Signature of Person t.1king Report (b )(7)(C) 
Signatu ·e of Pers r- · 19 Repon ._ ____________ __, 

Tit Deutsche Bank AG Offrce (c"; Wash., D.C. 

Div. Of'1ce Headquarters Date off=._ r 11 Sep 2014 
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Report of Investigation continued 

Case Title: Deutsche Banlc AG; Taunus Corp.; DB Structured Products, Inc. 
Case Reference No.: 1-12-0145 

Prosecutive Disposition 

N.A. 

-----·- ------------ ---
Systemic Implications 

N.A. 

Page2 



FEDERAL HOUSING FINANCE AGENCY 
OFFICE OF INSPECTOR GENERAL 

Report of Investigation (ROI) 

Title (Name and Address) : L...-~(b--')~(7 .... )(~C .... )____.I EMPLOYEE RET ALIA T l ON; VA 

Type of Investigation (type one or more: Criminal, Civil. Administrative) : Administrative 

Type of Report (type one: Final, Interim, Supplementa0: FINAL 

Period of Investigation: 12/17/13-12/20/13 

Basis for Investigation 

Federal Housing Finance Agency, Office of Inspector General (FHFA-OIG) received an 

investigative referral from FHFA-OIG Inspections and Evaluations (l&E) related to potential 

According to l&E b 7 C 

superiors. 

Details of Investigation 

I (b )(7)(C lwas interviewed by FHFA-OIGI (b )(7) ~lleged his superiors retaliated against him for 

expressing opinions with which they did not agreel (b )(7)(C) 
I (b )(7)(C) I (b )(7) blaimed the retaliation took the form of excluding him from 

meetings and other work activities. 

Ll(~b..!..)(~7..!..)~{la..;;s.;.;:;ta.;.;:;te.;,d .;..,F;..;;HF;..;.1,.1.i-~--....:( .... b..:K~7-'-)(1-C...1.) ___ .....1I FHF A-OIG Investigative Evaluator 
1 (b )(7I(C) J and FHFA Evaluato b 7 C worked with him on an 

L------~(b;;..J.)~(7_)'-li(_C..!..) _____ ~~~xplained he, "made them look foolish," 

and that they in turn developed a grudge over that experience and negatively influenced his 

career. When asked how he made them look foolis explained that he showed them how 

.__ _ _...(..._b.._)(._7 ..... )(..._C ..... ) __ .... I When asked to provide specific example1 (b )(7) femurred. 
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Report of Investigation continued 

ca~T;~J (b )(7)(C) I EMPLOYEE RETALIATION; VA 
·. Case Reference No.: 1-1~0382 _........, .... ···...;.,····,..;..;,·:··.:.·.··.· . 

I ( b )( 7) ( C I stated members of Congress sought to speak with him but he could identify what staff or 
member. He denies speaking with any congressional members or staff. 

I ( b )( 1) ( C ldenied being designated a whistleblower with the Office of Special Counsel (OSC). He 
denied contacting OSC. 

At firs~ (b) (7 !claimed he never met or attem ted to meet with FHFA-OIG Ins ctor General 
Steve Unick (LINICK). FHFA-OIG (b )(7)(C) or FHFA-1 (-b)-(7-)(_C_) I 
..=..:::.=..:::.:;.:.:.:..:~~i:...;,~;..;.,..;;;~'--~~~~~~~~~~~---6 

(b )(7)(C) o discuss his concerns. 

I ( b )( 7 ) ( I later claimed he communicated with UNICK and notified him he was being retaliated 
against in Spring 2012. I ( b )( 7 )( C) I were also presen~ ( b )( 7) ~xplained that the 
retaliation took the form of exclusion from work he desired to conduct. For exam le. his mana er 

b 7 c 
(b )(7)(C) 

I (b )(7)(C) ~xplalne~ (b )(7)(C) 

(b )(7)(C) 

I (b )(7) ( I agreed that FHFA Director Ed DEMARCO and (b )(7) ( ~viewed the settlements along 
with other senior staff and that the settlements were not invalid or illegally conducted. I ( b )( 7) ( C I 
further agreed that he is not a direct report to senior FHFA or FHFA-OIG staff and that there is no 
requirement for either to request his opinion, work or approval of their operations or decisions. 

I ( b )( 7) ( lagreed that it is within the urview of his mana ement to assi n him work. H 
(b )(7)(C) 

I (b )(7)( lstated he received an "outstanding" performance evaluation rating in 2009 and excellent 
ratings from 201 O - 2012. 2013 is still pendin~ ( b )( 7) ( ~greed his ratings were good ratings and 
not reflective of management seeking retaliation. 

I ( b )( 1) ( Was asked for specific examples of exclusionary or retaliatory behaviorl ( b )( 7) ~xplained 
that. •exclusion is the most insidious thing you could do in my world: Further, .. If I ( b )( 7 )( C) I 

b 7 C wanted to et back at me then the best wa to do so is to exclude me 
b 7 C He did not furnish any 

specific example other than the above. 
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Report of Investigation continued 

Case Title:I (b )(7)(C) !EMPLOYEE RETALIATION; VA 
Case Reference No.: 1·14-0382 

· · Pr0sec~tive' DlspC)sltion . ·, · 

(b)(?)(Gpaserecommendedforclosurebasedo~-- hack of substantive proof of any retaliation by his 
superiors and lack of evidence of any criminal misconduct. 

· 8Y•""11c lmpllc~tlons · 
. · . '. :' . : .... :. '·.. . . 

.. : . 
... 

None. 
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FEDERAL HOUSING FINANCE AGENCY 
OFFICE OF INSPECTOR GENERAL 

Report of Investigation (ROI) 

Title (Name and Address): I (b )(7)(C) !unauthorized Access Fannie Mae 

Type of Investigation (type one or more: Criminal, Civil, Administrative): Criminal 

Type of Report (type one: Final, Interim, Supplementa~: Final 

Time Period That Fraud Occurred: 05/09/2014 - 07/17/2014 

Basis for Investigation 

FHFA-OIG was notified by I (b )(7)(C) !compliance and 
Ethics, Fannie Mae, that a ... I ------(b_)..,(lll!l!i7"'"')("""C;,,,o) ______ la_c__.cessed the Fannie 

Mae network on multiple occasions after I (b )(7)(C) I 

Allegations and Focus of Investigation (Note: CIGIE requires a specific statutory citation) 

(b)(?)(G}ALLEGATIONS:ltisallegedthaEJvas in violation of U.S. Code Title 18 section 1030 

(a)(5)(C), Intentional Access of a protected computer without authorization, and as a result of 

such conduct, causes damage and loss. 

(b)(7)(G)J;OGlJSGFINVESTIGATl0N:Todeterminei ccessed the Fannie Mae network after 
having bee (b )(7)(C) Additionally, to determine if, in accessing the 

aused any damage to the system or copied any data that may contain personally 
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Report of Investigation continued 

Case Title: 
Case Reference No.: 

credentials which provided him with access to the Fannie Mae network. 

I (b )(7)(C I said that from April 17, 2014, throu~il 21 , 201 i--=:LccessedtheFannieMae (b}(?)(C) 
network on five separate occasions. Althoug~ccessed tWst'em, there was no evidence 
to suggest any personally identifiable information (Pll) was copied from Fannie Mae systems. 

I (b )(7)( C) I said that on April 21, 2014 (b) even different individual computers that 
were attached to the Fannie Mae networ (b )(7)(C as not certain whether any changes had 
been made to the accessed computers, nor w et er any sensitive data had been copied. 

I (b )(7)(C I said that, prior to returning the laptop to Fannie Ma onnected a USB device to 

the laptop and ran a Microsoft Windows Registry edit command (b)(7)(C) as not able to find 

any evidence that any changes had been made to the Windows registry. 

On May 19, 2014, SAs .... I ___ ..... (b ..... ) ..... (7_...) ..... (_C __ ) ___ ..... lconducted an interview witOOt 

the Columbia Public Library in Columbia, MO. 

said that at about 4:30 P.M. on April 17, 2014Cii}eceived a call froml (b)(7)(C) 
(b )(7)(C) last name unknown, who told him, effective immediately, 

b 7 C did not give a specific reason for the contract 

bein 

I (b )(7)( !admitted that he did access the Fannie Mae network and that he knew he should not have 

used his credentials! (b )(7)(C) lsaid that he did not download or copy any data from 

the Fannie Mae system, nor did he try to damage it. 

I (6)(7)( I said that, prior to returning the Fannie Mae compute~ (~A~ 1 lhe logged onto the computer 

and copied personally owned music fi les onto a personal drive. Additionally, upon copying his 

~ersonal files~scrubbed" the computer, returning it to the exact state that he had received it 

In . 

On May 20, 2014, sAl (~A~ 1 ~onducted a telephonic conversation with I (b )(I)( !regarding the 

access of the seven Fannie Mae computer~ (6)(7)( ~dvised that he received updated 

information from the Fannie Mae Security Operations Center confirming that the previous report 

o~ccessing the computers via the Fannie Mae network was erroneous. 

Prosecutive Disposition 

On July 17, 2014, this case was submitted to Jim Lynn, Assistant United States Attorney (AUSA), 

for the Western District of Missouri. AUSA Lynn was advised of the facts concerning the 
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Report of Investigation continued 

Case Title: I (b )(7)(C lunauthorized Access Fannie Mae 

Case Reference No.: 1-14-0444 

concern in 

......,,......,.....~~...i....;;....i.--1 LYnn said that, based on there being no proof of damage 

unauthorized access to Fannie Mae systems, he was declining prosecution. 

Systemic Implications 

A Systemic Implication report is being drafted to address issues identified in this case. 
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Report of Investigation (ROI) 

Title (Name and Address): 

1-11 -0056: SKY INVESTMENTS, 1Nc ..... l _____ (_b_)(_7_)(_C_) ____ _ 
270 SW Natura Avenue, Deerfield Beach, FL 33441 

Type of Investigation: CRIMINAL 

Type of Report: FINAL 

Period of Investigation: 8/9/11 - 3/7/13 

Basis for Investigation 

The Federal Housing Finance Agency - OIG authority to investigate is set forth is the Housing and 

Economic Recovery Act of 2008 ("HERA") , 12 U.S.C. § 4517(d), and the Inspector General Act of 

1978, as amended, 5 U.S.C. App. 3. On September 30, 2010, Fannie Mae reported an operational 

loss event in which they had been the victim of an external fraud. 

Allegations and Focus of Investigation 

This case was opened based on information received from Fannie Mae. As a result of a surprise, 

on-site distressed lender audit conducted on August 23, 2010, Fannie Mae confirmed that SKY 

INVESTMENTS, INC., (SKY) an independent mortgage banker and Fannie Mae loan seller and 

servicer, transferred approximately $2.6 million in Fannie Mae custodial taxes and insurance funds 

to SKY's operating accounts in order to supplement business operating funds in violation of their 

seller-servicer agreement with Fannie Mae. SKY's seller/servicer approval was terminated that 

same day and the servicing was transferred to another, approved servicer. SKY ceas ... e ... d .... i .... ts...__ __ 

o erations immediate! after Fannie Mae's review of their o erations in August 201 a.I (b )(7)(C) I 
(b )(7)(C) authorized the transfers 

from Fannie Mae's custodial accounts. 

Details of Investigation 

Summary 

Between October 2009 and August 2010, on numerous occasions, I (b )(7)(C) I 
(b)(?)(C) I transferred or caused to be transferred tens of thousands of dollars at a time 

Distribution: 
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from the Fannie Mae custodiat (b )( 4) I account at Texas Capital Bank in Texas to 
SKY's . operating ac~ount ~t SunT~ust Bank in Florida, fro: wher:)t ~:!ret IJS: d to pay SKY 
operating expenses including salaries, personal expenses nt! lt>X.l)H;) .. J and expenses 
related to the operation of other companies control led! (b )(7)(C) 

In November 2009, it became clear that SKY would be unable to meet Fannie Mae's minimum 
net worth requirements, and was "voluntarily" suspended from originating any new Fannie Mae 
mortgages unjil ~u~b !ir m S~Y :g~ld raise sufficient capital to increase its net worth. In early 
January 2010,_ (b (7 __ C~ ~aused SKY to provide Fannie Mae with bank records and a 
CPA letter falsely representing tat t e company had received a capital infusion of $2 million, enough 
to meet the minimum net worth requirements. That money was not, in fact, a capital infusion, and 
shortly after Fannie Mae lifted the suspension. The purported investor who provided the cash withdrew 
it. 

(b)(7)(C) l also made and caused to be made false and misleading statements about 
SKY's financial condition in quarterly reports to Fannie Mae, as well as to SKY's outside accountants 
during the preparation of the 2009 audjte&~f~i~ statembnts, which were provided to Fannie Mae 
in early March 2010. For examplel ___ )_ ) _ rovided the accountants with backdated 
checks and other fal0{ inJ°rmatjon in order to con75i1 ~ri ~Jt that t~ey had embezzled approximately 
$1 million! (b __ 4 _ ]in 2009. I _ _(( _ _also withheld and concealed the 
material fact that the $2 million "capital infusion," which secured SKY's reinstatement, was withdrawn 
in late January 2010. 

Eanpje te{mj(a\ed SKY afi a sel ler/servicer in late August 2010, after discovering during I (b)(4) I . b __ 4_ . was short by over $2.5 million. Because SKY failed to maintain insurance 
as required by its seller/servicer contract, Fannie Mae had to cover the loss, which was eventually 
calculated to be approximately $2.8 mi llion. 

Investigation 

SKY INVESTMENTS, INC., (SKY) was formed in 1997 with its principal offices located in Deerfield 
Beach, Florida. In 2004, SKY registered with the State of Florida as a mortgage lender under the 
name North Star Lending. 

(b)(7)(C) lc.o. Group, Inc. and 
J.N.R. Group, Inc. C.O. Group, Inc., performed due diligence on residential mortgage loans, and 
priced loans for acquisition and sale. J.N.R. Group, Inc., purchased and sold distressed properties. 

In 2008, SKY contracted with Fannie Mae to become a Seller/Servicer, and subsequently originated 
and sold loans to Fannie Mae. Initially, SKY did not service the loans it sold to Fannie Mae, rather, it 
subcontracted the servicing function to a company called Graystone Solutions (Graystone). Due to 
financial and other problems, Fannie Mae terminated Graystone as a sel ler/servicer, and SKY took 
the servicing in-house, in or about July 2009. However, taking servicing in-house meant that SKY 
would have to meet higher minimum net worth requirements taking effect in 2009 under Fannie Mae 
servicer guides. By the time SKY fi led its Third Quarter 2009 financial report with Fannie Mae in 



early November 2009, it was clear that SKY could not meet the higher net worth requirement, so 
Fannie Mae suspended SKY. Fannie reinstated SKY in January 2010, after SKY provided bank 
records and a letter from SKY's outside accountants purporting to show a $2 million cash infusion. 

By the end of 2009, Fannie Mae was SKY's largest customer. SKY's 2009 Profit & Loss statement 
showed that sales of mortgage loans to Fannie Mae made up approximately 98% of SKY's total 
sales for that year, as measured by Unpaid Principal Balance. 

In early August 201 d (~A~ 1 
!disclosed to Fannie Mae that SKY would not be able to meet minimum 

net worth requirements as of the Second Quarter 2010. Shortl thereafter, Fannie Mae terminated 
SKY as a seller/servicer afte SKY's offices, and discovering 
that over $2.5 million was missing from the ccount. 

SKY's Seller/Servicer Contract with Fannie Mae 

On July 16, 2008, SKY executed a Mortgage Sell ing and Servicinf Contract with Fannie Mae. An 
Addendum to the contract was executed on November 12, 2008.I b )( I) ( ~igned both the Contract 
and Addendum I (b)(7)(C) lsKY. The Sell ing and Servicing Contract between Fannie and SKY 
incorporated by reference Fannie Mae's Guides to Lenders (Guides), which imposed on SKY various 
obligations relevant to the proposed charges, including the duty to protect Fannie Mae's collateral, 
the duty to segregate funds for payment of taxes and insurance, a fiduciary duty with regard to 
handling mortgage payments, and the maintenance of a specified minimum net worth. 

The Guides mandated the segregation of funds for the purpose of paying taxes and insurance on 
mortgaged property. The Guides made clear that SKY held a fiduciary position in its handling of 
mortgage loan payments, and had no authority to use those funds except as expressly permitted. 
Under no circumstances did SKY have authority to use T&I funds for any purpose other than paying 
taxes and insurance on the mortgaged properties. 

Based on the Guides, by December 31, 2009, SKY was required to "have and maintain a net worth 
of at least $2.5 million, plus .25% of the outstanding principal balance of [its] total portfolio of 
mortgage loans serviced for Fannie Mae." By December 31, 2009, SKY's minimum net worth 
needed to be at least $3.2 million. SKY did not to meet this requirement for the entire period of the 
charged fraud scheme, and should not have been reinstated as a seller/servicer. 

SKY's Financial Reporting Requirements 

"To determine financial adequacy," Fannie Mae requires servicers to submit audited financial 
statements within 90 days after the servicer's fiscal year-end. Guides to Lenders, Part I, Chapter 3, 
Section 303. Servicers that are also mortgage bankers (like SKY) must also submit a Mortgage 
Bankers' Financial Reporting Form (MBFRF), following the end of each calendar year quarter. 
Guides to Lenders, Part I, Chapter 3, Section 303.02. The MBFRF calls for detailed information on 
assets, liabilities and equity, income, and the serviced loan portfolio. It is submitted by computer 
directly to Fannie Mae. 

There are two MBFRF reports that contained false and misleading information about SKY's financial 
condition - the Fourth Quarter 2009 and First Quarter 201 O reports, both of which falsely portrayed 
SKY as meeting Fannie Mae's minimum net worth requirements . SKY never filed its Second 
Quarter 2010 MBFRF. 



Fannie Mae Review of SKY and Discovery of Shortage in T&I Custodial Escrow Account 

Fannie Mae discovered SKY's embezzlement o{1§I1noney after.__ _ _.... ................ ....___,_..:.:.:...,:,.:.:,~:;:.:....--. 
2010 which be an as a re ularl scheduled review b Fannie Mae. 

(b )(4) 

In 2010, SKY was put on thcl (b )(7)(C) 
engagemen I KY in F r r 2 1 mber 14-15, 
2010. The from SKY in 
July 2010. During the month of July, th ecame increasingly concerned about SKY's 
financial condition, and, in 12articula4 the condition of the custodial accounts. For example, despite 
repeated requests from thel (b)( ) t:;KY was not producing bank statements and 
reconciliations for the custodial escrow accounts. 

On August 10, 201 O~articipated in a telephone call with Fannie Mae personnel to discuss 
SKY's Second Quart~BFRF report, which was long overdue. Fannie Mae set a deadline of 
August 18, 2010, for SKY to file that MBFRF report, or face suspension! (b )(I)( kold Fannie Mae 
that he had met with his accountant and they were attempting to meet that deadline, and that he was 
going to provide Fannie Mae with documentation of a plan for raising capital , as he expected SKY to 
fall short of meeting the minimum net worth requirement, and that he was operating SKY's business 
as usual. 

Th~ (b )(7)(C) !decided to elevate their review to al (b )(4) I There 
were several reasons for this, including SKY's delay and then failure to provide documentation for 
the custodial accoun ' ention of a criminal defense firm, Lewis Tein, to "assist" in the 
document production (b )(7)( ailure to meet minimum net worth re uirements for the Second 
Quarterof 2010 andt e 

(b 7 C discussed in detail below. Th made the decision to 
at SKY's offices in Deerfield eac on ugust 23, 2010 . .___ ........................ __ _ 

Thd (b )( 4) I arrived at SKY's offices at 8:30 a.m., on August 23, 2010. They were then directed 
to leave until SKY's attorney arrived. The team sat in their cars in the parking lot for several hours, 
unti l a Lewis Tein associate arrived and let them back into SKY's offices. 

Th (b )( 4) reviewed the bank statements and related documents for the custodial accounts, 
t e a re uested weeks earlier but had not received, and met with SKYI (b)(7)(C) I 

r"--""'7T"""'""""""""'.._..,:--___.i.;;..1~~;;;...L..-----......,..,-.ro~d~is~closed that he had been directed by 
....,_ __ ................ __... _ __. to wire money rom t e,__""'""'<'+->+-_,to a SKY operating account to be used 

for other purposes on multiple occasions. The was short by at least $2.5 million at that 
point in time. 

Earlier in the day, while the members were sitting in their cars in the SKY parking lot, 
criminal defense attorne (b)(?)(C) ent an e-mail to various Fannie Mae em{jorre} orofessing 
SKY's full cooperation and offering the following explanation for the missing! b 4 I: 

As I related on the phone, as a resu lt of a series of what appear to be 
accounting errors and misunderstandings relating to the rules for 
managing escrow accounts for taxes and insurance, it appears that SKY 
borrowed from the escrow account on numerous occasions in an amount 



I have not yet finally calculated, but which appears to exceed 1 MM ... . 
From what I have seen thus far, this accounting problem was a result of 
mistake and mismanagement, not from any fraud or improper intent. 

Immediately after discovering the missind (b )( 4) I Fannie Mae terminated SKY as a 
Seller/Servicer, took control of the custodial accounts, and transferred the servicing to another 
company. Right around th is same time, SKY laid off most of its employees and ceased conducting 
business, except for helping to transfer the servicing to another company. 

Bank Records Analysis 

SKY maintained the Fannie Ma~ccount at Texas Capital Bank (Texas Capital), 
located in Richardson, Texas, a1suoufb of Dallas. Texas Capital was SKY's warehouse 
lending facility, the funding source for the mortgage loans originated by SKY. SKY 
maintained its business operating account at SunTrust Bank (SunTrust), opened at a branch 
in Boca Raton . An analysis of both accounts shows numerous wire transfers from the! (b )( 4) 
account at Texas Capital to the SKY operating account at SunTrust from October 200 
through August 2010. 

There were also improper transfers from theB.ccount directly to third party bank accounts that 
were not associated with the payment of taxes and insurance. For example, there were transfers of 
principal and interest to the bank account of a SKY investor in South Florida who loaned 
approximately $1.6 million to SKY secured by Fannie Mae servicing rights. 

Texas Capital gave SKY access to thJ{E")bccount through a computer login and password 
procedure, which allowed SKY to initi~'rfifsr~wn wire transfers from its offices in Deerfield Beach. 
Texas Capital required SKY to designate at least two persons who were authorized to initiate wires, 
although Texas Capital has no way to determine which SKY employee actually used the login and 
password to initiate the t ransfers s:v exewterl a "Wire Transfer/Payment Order Agreement" 
designating! (b)(?)(C)__ ] as authorized personnel. However, SKY was free 
to assign wire transfer authority toot er employees. 

The wire transfers were initiated in SKY's Deerfield Beach office by electronic communication 
through a web-based appl ication to a Texas Capital computer server in Richardson, Texas. Texas 
Capital then executed the request by transferring funds through the Fedwire system to SunTrust in 
Orlando. 

The fo!lowing table shows the date and amount of each transfer from thQccounttotheSKY {b}(4) 
operating account: 



DATE AMOUNT DATE AMOUNT DATE AMOUNT 

10-20-09 $394,537 .56 1 3-18-10 $40,000.00 5-28- $20,000.00 
10 

11-23-09 $412,500.00 3-19-10 $85,000.00 6-4-10 $100,000.00 

11-30-09 $25,000.00 3-23-10 $40,000.00 6-21- $40,000.00 
10 

12-4-09 $75,000.00 3-29-10 $16,000.00 6-22- $15,000.00 
10 

12-24-09 $125,000.00 3-29-10 $20,000.00 6-28- $30,000.00 
10 

1-15-10 $1,434.64 4-5-10 $30,000.00 7-6-10 $75,000.00 

2-9-10 $150,000.00 4-12-10 $25,000.00 7-7-10 $25,000.00 

2-18-10 $120,000.00 4-20-10 $55,000.00 7-21- $1 1,397.53 
10 

2-23-10 $20,000.00 4-22-10 $10,000.00 8-2-10 $30,000.00 

3-1-10 $1,000,000.00 4-23-10 $23,000.00 8-2-10 $100,000.00 
2 

3-2-10 $75,000.00 4-26-10 $15,000.00 8-2-10 $200,000.00 

3-5-10 $110,000.00 5-5-10 $30,000.00 8-6-10 $73,000.00 

3-12-10 $25,000.00 5-6-10 $60,000.00 

3-16-10 $25,000.00 5-25-10 $15,000.003 

Testimony of Former SKY Employees 

1 A portion of these funds appears to have been used to pay property taxes for Fannie Mae loans which SKY was 
servicing. The tax payments were made out of the SKY operating account instead of thd { b ){ 4) 
records show that taxes and insurance were typically paid directly from th~ { b ){4) j 

2This withdrawal was the last step in a round trip of funds that began with a $1 million bogus "capital infusion," as 
further explained below. 

3$15,000.00 was returned to thel (b ){ 4) I from the SKY SunTrust operating account on May 27, 2010. 



(b )(7)(C) 

We interviewe~at the FBI West Palm Beach office on October 4, 2011 in the resence 
of his counsel ounsel placed no conditions on the interview and (b)(?)(C) 
cooperated fu y. e provided the following information : 

b 7 c 
Immediately, he became suspicious of SKY's financial condition, so he requested tha ............................. 
P1r~\hi9'1 pcc~ss t~ SKY's fi~ancial and accounting record.s database. It took about two weeks 
fo( £2} !to give him the login password necessary to review the company's books. 

In May 201 oJ (~~~) l1ogged on to a SKY computer and reviewed the financial records. He 
immediately noticed that money was bein transferred out of an escrow account and into a SKY 
operating account. It appeared to (b)(?)( hat all operating expenses were being paid from the 
escrow funds, and that once the operating account felt short of anticipated expenses, money 
would be taken from the escrow account via a wire transfer and deposited into the operating 
accountj{b)(?)(C lalso noticed that a $1 mil lion lump sum was withdrawn from the taxes and 
insurance escrow account in Februar or March of 201 ol (b)(?)(C !believed that escrow money 
was also being used to fun b 7 C) ther businesses. 
On or about May 31 , 201 (b)(?)(C confrontedl(b)(?)(Clemphasized that borrowers' money 
could not be taken out of escrow to be used for anything other h n i inten se, and 
asked him why $1 mil lion was taken out of the escrow accoun tol that he 
would replace the money immediately, and that t .,.._.. ..................... .__ ................................. ...._...,'1'~~~ 
investment related to the purchase of apartments. 

!o--~~ ............................. ~~--
d id n 't put the money back into the escrow account. 

I {b){?) { I also told I (b )(7) Ith at if SKY was ever audited j (b )(7) lwould fi~d bi mseU in ~:tiQIJ :l. 
trouble. SKY was scheduled for a Fannie Mae audit in September 201 O.[ (b )(7)( ~olc:Hb l~ f )(I 
that he hoped that Fannie Mae wpyki ~pook at the escrow accounts before he had an 
opportunity to replace the moneyL~b )U l(~ssured hat he would replace the money, 
and if SKY was terminated from servicin~ Fannie Mae loans ould accept the decision. 
After this initial confrontation withl (b }(7)(C) !also met wit (b )(7)( o assure him that 
the funds would be replaced. 

In or about early June 201 O, i ._(._b ..... )( ..... 7...,) ... ( .......,......-,;..,........-...~~ 
and placed the call on speaker. Both rl-'W~~.=-i-i..:.....i~ 

~~~~~~a~=c~~{¥){Ct~e escrow account again, an assured ................. __,-

Soon after the telephone ca1Hb)flTi asked (b )(7)(C) I At this 
meeting (b)(7)(1informed(bj{ C(6fthe misappropriation of funds that had taken lace 
involvin the escrow account and of the 1 million transfer of escrow mone 

(b )(4) 



that he too should retain an attorney. 

(b )(7)(C) 

We interviewe..QfIQTII]at the FBI West Palm Beach office on October 4, 2011, and again on 
June 6, 2012.lI.£R.Z.IT]Nas ~ented by counsel and cooperated freely . The following is 
a summary of the informatio~provided from both interviews: 

sales 

when Fannie Mae terminated the contract. 

In November 2008, SKY began sell ing loans to Fannie Mae. SKY subcontracted the loan 
servicing to Graystone Solutions (Graystone), located in Massachusetts. SKY paid Graystone a 
fee of seven basis points to service the loans. Fannie Mae paid SKY 25 basis points as a 
seller/servicer. In mid-December 2008, interest rates dropped and SKY saw a significant 
increase in its loan refinance business which continued for the next six months~ (b)( I) I said 
SKY staff increased to 35 employees. 

In Se~tember f ffi1 f rustone was suspended by Fannie Mae due to financial 7oblems. 
I (6)(7) lasked {j hat he wanted to do about getting a new serviced {b ){ ){ ldid not 

want to pay the large upfront fee required to aet a new servicer so it was decided that SKY 
would service Fannie Mae loans in-house.I 

(b )(7)(C) 

I (b)( I)( I had set up the escrow accounts for taxes and insurance and principal and interest at 
Texas Capital. The escrow funds were not supf{osed to be expended for any reason other than 
servicing Fannie Mae's loan portfolio. I (b) 7)(C) !understood this. 

In late 2009, SKY was suspended by Fanni~ failing to meet new. increased minimum 
net worth requirements. In December 200~1earned thai (b )(7)(C) I had 

t { b ){ / I attorney contacted AUSA Joan Silverstein on or about August 10, 2010. 



I 

located an investor named I (b )(7)(C) I who was going to provide several 
mi llion dollars in return for shares of SKY stock. The funds would be used to meet minimum net 
worth re uirements and et reinstated b Fannie Ma recalled 

ut recalled few details of the proposed deal and said he was 
not privy to the negotiations. 

On December 30, 2009, SKY received $2 mi llion fronHb)(7)(C lrhat same daj (b )(7) I e
mailed Fannie Mae employees to provide documentary proof of the receipt of the $2 million, 
including a bank statement and a letter from SKY's accountants. In early January 2010, Fannie 
reinstated SKY. 

made. l 

(b )(7)(C) 
\ Accounting could not verity that the payments naa oeen 

(b )(7)(C) 

----~------l(b)(7)(1 
....,.........,........,........,. ....,... ........................... ..,.,_"'"""'"'~"""'"---........ ......,r'--..___were stealing 
UP'-H-'<~ff'i L...-----,.i.,:;;,~...u..~------J ad taken about $2 million of 

~~~n $1 million taken from the escrow 
to re lace the money by July 201 O 

(b )(7)(C) 

(b )(7)(C) 

In earrvl ____ ...... (6 ..... ) ..... (7 ..... H ..... C ..... ) _____ U ___ ..... (b ..... ) ..... (7_..) ...... (C ...... )......_ ___ l.....,.said he 
called. (6)(7){C) I 
SKY's financial problems. 



(b )(7)(C) 

FBI agents interviewed I (b )(7)(C ) I on February 10, 2012' (b )(7)( !acknowledged 
SKY's misuse otlffi1oney, and made statements consistent with what he tol~annie Mae 
I L_ ISKY offices on Au1ust 23. 2010 - tha~oney was 
impropey(b}(~}r other purposes at the directionl6)( I HG) I Aft(6W;ffal 
interview retained attorney! (6)(7)( Ito represent him. We interviewedfa 
second time on May 10, 2012, pursuant to the USAO-SDFL standard proffer letter. The 
following is a summary of information provided byl (b )(7 1 taken from both interviews: 

1--~~;..L,\,.:.....Ll~"---....L:.l~~~~~p, lnc.,__~~~~--................ __.~~~~--
--~~--........ -------~.....-~ .......................... as not involved in loan servicing, and was not privy to 

management decisions about loan servicing. 

lntercompany wire transfers involvind (b )( 4) I 

(b )(7)(C) 

ecalled that .-............. ----~~~~~ .......................................... ~~~ ................ ~ ....... .....-~ ......... ---~~ 
,__......._....,.... ............. money was used several times to pay telephone bills, credit card bills, and to meet 

payroll , among other expenses. 

I (6)(7)( !understood that C.O. Group. Inc .. was the parent company that controlled other 
companie~ (6 )(7 )(C) I The operating expenses for these c9m~pj~c:: 
were sometimes covered by money that was transferred from SKY's operating ancij6i(4) I 
accounts.I ( Q H 71 lwas concerned thad (6 )(7 )(C) lwere using money they should 
not be using, but they~s seemed to find a way to raise money when needed to replenish 
either the operating o~ccounts. 
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(b)(4} .. H oweverrbyth@beginningof.2010;Sl<¥'0 ccount did not have the balance necessary 
to cover future property taxes and insurance payments for their clientsJ { b ){ I ) I remembered 
a situation when the had to pay the taxes for the loans they were servicing have 

(b)(?)(G) enou hJundsin·th ccount to cover the ro ert taxes and insurance. 

(b )(7)(C) 
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Case Title: SKY Investments, Inc. 
Case Reference No.: 1-11-0056 

Report of Investigation continued 

$2 million "capital infusion" 

I (6)(7)( lwas aware that Fannie Mae imposed upon its servicers a minimum net worth 
requirement, but was unaware that SKY had been suspended for fai ling to meet those 
r~uirements. In about December 20091 (b )(I) !recalled being told by I (b )(7 )(C) I 

I (] (7)( hhat they were royjdjna $~ mj~rn to SKY , nd that it was to be accounted for as 
paid-in capital from them._ (b_(7 __ C ) _late December when the $2 million 
w~~ depositedf'7'b"TI7mknew that this money was necessary to meet Fannie Mae's 
minimum net w~rement. 

Subsequently) (b )(7) liearned that the $2 million had been deposited into a new accft~~' 
SunTrust rather than the SKY operating account at SunTrust, which seemed unusual ( )(CI 
A few weeks later earned that the 2 mil lion had been withdrawn from the SunTrust 

$1 million "capital infusion" 

(b )(7 )(C ) hhatthe l{b)(41 
account was $1 million short, and expressed his concerns that this would create a 
correspondent liability on SKY's 2009 audited financial statements, which would be provided 
to Fannie Mae. 

On February 11, 201 o, a $1 mi llion check dated 12-30-09 from USA TelcoU 
Communications was deposited into ' · unt at SunTrustjb )(7 )( ~annot 
recall the details but remembers tha b 7 C treat the deposit as a capital 
contribution t · · 
initial de osit 

backdated to December 30, 2009u.::~:r-"'l"-ll.l.~~"¥t~~"'"""""~ 
but would have assumed or was to y _____ .............. _ __. 
commitment of $1 million in December 2009.L,..,;;~;.._r ......... ..... 
money was to replenish the $1 million taken from th 

After a brief period.I (b ) (7)(C) hhe $1 million out of th~ccount 
because they needed to use it for another company. On March 1, 2010, $Tmn'iion was wired 
out of the T&I account to the SKY operating accoun~ and from there to a Bank of America 
account in the name of Newman Investments! (b)( r )( !realized that the $1 millionst 
really a capital contribution and was disa ointed that there was a deficiency in th (bJ(4J 

account once · about this withdrawal, and the impor ance 
of replacing it. (b ) (7)(C) eeded the money but that they would replace 
it. 

Fannie Mael (6)(4) I 
I (b )( 4) tn August 2010. At 
were all aware that SKY owed Fannie Mae 

--~---......... """'"" ...... ~""""'--.... 
~r.:.:..:.:~~~~2..:.:m.:..:.i :.:..:.llio:.:,on xplained that he would often show financial statements to __ ......._ ................ ___ ___. circling on the statements the exact amount of money that was 

Page 12 



Case Title: Sky Investments, Inc. 
Case Reference No.: 1-11-0056 

Report of Investigation continued 

...,(,,..,."o .... o_a_se_d_t ..... a .... he ......... i o,....th_e_v_a_ria_'_'s_a_cc_o .... (b ..... n) .... (7_i} ..... 0_~ ..... '}_in_a _th-8_(b-J(
4

-l :c:c:rn:m:t ~! ==~(b~)~(.;...7-1..::i)-(~1,..1.l-nd_t ..... ~e 
T&I account deficiency. 

I ~~~~!be Eal~~~LCi"di!atl~~;a~~~1!f Fc'f al s~~ 'illtt~f:ii!ba11! cawwea! r 
Purported SKY! (b )(7)(C) I 

(b )(7)(C 

We issued a grand jury subpoena td (6)(7)( b nd/ 

(b )(3):(A),(b )(3):Fed. R. Crim. P. 6(e )~ enacted by Act of July 30 ~ 1977 ~ 
Pub. L. No. 95-78~ 91 Stat. 319,(b)(7)(C) 

(b )(7) ( said he had no idea that SKY had been suspended by Fannie Mae, or that I { b ){I) { I 
(b )(7)(C) 

(b )(7)(C) 

S1mTrnst was 1mahle tft locate any signature cards for this account. The FBI interviewed I (b )(7)(C) the SunTrust employee! (b )(7)(C) I 

5The quoted terms were take~ { 6 ){ 7 ){ C) I (6)(7)( I ....__ ____ ......................... ___.__ ____ ___, 
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Case Title: SKY Investments, Inc. 
Case Reference No.: 1-11-0056 

Report of Investigation continued 

I (b )(I )(C I recalled that he only dealt with I (b )(7)(C) lin opening the 
account, verifying the balance, and eventually withdrawing the money from the account. 

$1 million "capital infusion" 

(b )(7)(C) 

Mae's pre-approval. saidL--------;i.=...~~:;..L.-~"r"T~T"'I-----' 
I ( b )( I )( C ) land believes there '""""'~llilr'l"'l~""'I 
page from the documents rovided 
si nature but 

Fannie Mae 

(b )(7)(C) eclined . ...._ _____ ........................ ......_.._ _____ _ 
Ribotskv Levine Audit of SKY's 2009 Financial Statements 

6The quoted terms were taken from the._I ______ _....{ b......,){,_7_.) .... {_C_.) ______ ___, 

Page 14 



Case Title: Sky Investments, Inc. 
Case Reference No.: 1-1 1-0056 

Report of Investigation continued 

{b){f){C) I 
SKY's Kv°wad (b)(7}(C) I but 
he also had conversations wit knew of Fannie Mae's 
minimum net worth requirements for SKY effective in 2009, but was unaware that Fannie 
Mae had suspended SKY in 2009, and was also unaware of SKY's correspondence with 
Fannie Mae providing evidence of a $2 million cash deposit in order to become reinstated. If 

I (b)(7)(C) lhad known that SKY had been suspended, and was having difficulties meeting 
Fannie Mae's net worth requirement, he would have considered those facts as part of a 
"going concern" analysis to be possibly included in the audited financial statements. 

$2 million "capital infusion" 

~~~"""audid {b ){I) I told I (b )(7)( hhat $2 million had been provided byl (b )(7)(C) I 
~~;....L..~ra"rned~S"'"K"Y..,.'..,s internal b cords reflected the cash as a capital contribution 

from them spoke wit ho confirmed that fhe $2 milliQn ~:uld bi posted 
as a capital contribution to the company described_ { b H f H Cl _as 
intelligent, financially savvy individuals who understood what a capital contribution meant. 

...._ __ ...._ ........................ __ ___. explained that if an investor were to become part owner of SKY, they 
~1.1.1.1.1.~0L.K.W...1.1.1.~"'-""l.l..IOIM+f~~~~.u..u.i;;o..J,1,1u..u.i...1.1.1.........,""""""l.L.IOLl.""ishowi ng owners hip. As the 
L----------------....i..;.;~~i....;;...'---------r-----r~~"H"I~ ....... ....,.. properly prepare 
the financial statements and tax returns. Neithe ever saw a stock 
purchase agreement regarding the $2 million capital contribution. During the audit, they 
were led to believe that the $2 million posted as paid in capital was money provided by 

I (b)(7)(C) I as reflected in the company's internal accounting records. 

(b)(7)(C) balculated SKY's net worth using Fannie Mae's guidelines and found that, as of the 
end of 2009, the company had exceeded the minimum by about $500,000 when including 
the $2 million reported capital infusion. However, if the $2 million were subtracted, SKY 
would have been far below the Fannie Mae minimum net worth requirement. 

I (b)(7)(C) !recalled there came a time, after the audit was complete, that he found out that the 
$2 million had been removed from the SunTrust account, but he could not remember how or 
when he became aware of this fact. He was never told byl (b)(7)(C) lthat their 
purported capital contribution was removed while the audit was in progress. 

(b )(7)(C) ~hol (b )(7)(C) laudit work, advised that had he known 
the $2 million had been withdrawn during the course of the audit, he would have sought legal 
counsel, and would not have issued a financial statement for SKYI (b ){ 0{ hlso said he 
~~g..hqve withdraw~ (6)(7) ~rom the SKY audit engagement. Bot~ (6H7)(C) I 

I (bj(7){C]stated that the removal of paid in capital before completion of the audit would have 
definitely required disclosure within the audited financial statements. 

$1 million "capital infusion" 

I (b)(7)(C !recalled._............,_ 
Februar 11 2010. 

2010, L-----------.,.,....,,..,._ ....... _..~~:..r-~~~.,__----------------1 possession 
since December 2009 vague explanation that the $1 million 
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Case Title: SKY Investments, Inc. 
Case Reference No.: 1-11-0056 

Report of Investigation continued 

check cam~ f ~H7J( I and that the che · esk since January. 
Althoug~ ( ) as concerned abou (b )(7)(C xplanation, he nevertheless 
considered the funds "in transit" and allowed the money to be booked as cash credited to 
SKY as of December 31, 2009. 

I (b)(7)(C) I also saw another $1 million check written from the SKY SunTrust operating 
account and deposited into the Texas Capital (bJ(4J ccount on February 12, 2010. He did not 
kn~y the $1 million was deposited into tli (bJ(4J ccount. However, if he had noticed that 
th~ccount was deficient by $1 million wh1 e conducting the audit, he would have posted 
a payable due to Fannie Mae for that amount. 

(b )(7)(C) 

Client Representation Letter 

(b)(7)(C) bigned a letter to Ribotsky Levine, dated March 3, 2010, representing 
among other things, that "[n]o events have occurred subsequent to the balance sheet date 
and through the date of this letter that would rer uire adjustment to, or require additional 
disclosure in, the financial statements. '1 { b ){ /{ I said that the withdrawal of $2 million of 
paid-in caoital during the audit was a material event that should have been disclosed by 

I (b)(/)(C) I 

Former SKY I (b )(7)(C) 

(b )(. )(C) I 
(b) 7)j C) 
(b )(7 >(C) 

(b )(7)(C) 

(b )(7 )(C) !recalled an incident in February or March 201 O when escrow refund checks were 
due to be mailed to borrowers! (b )( t aid it took over a month to~ (6)(7) Ito sign the refund 

I 
I 
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Case Title: Sky Investments, Inc. 
Case Reference No.: 1-11-0056 

Report of Investigation continued 

mailed but knew that wasn 't true since 

(b)(7)(C) I SKY's accounting records or bank statements. The first 
timet::l§lfe~d escrow account bank statements was during the surprise Fannie Mae 
audit, wheru£.jsaw that th~ccount held only about $300,000, when it should have 
held about $2.5 million according tc{I§l}ervicing records. 

(b )(7)(E) 

The (b )(7)(E) (b )(7)(C),(b )(7)(E) 

(b )(7)(C),(b )(7)(E) 

First (b )(7)(C) 

(b )(7)(E) 

Wire Fraud 

Initiation of Wire Transfers, and Subsequent Transfers of Funds 

Wire transfers of funds from th (bJ(4J ccount to other bank accounts were initiated in SKY's 
Deerfield Beach office by an elec ronic communication to a Texas Capital server in 
Richardson, Texas. Texas Capital executed SKY's wire transfer orders by sending an 
electronic communication from its server in Richardson to the Dallas Federal Reserve Bank's 
server directing a transfer of funds through the Fedwire system to the specified beneficiary 
bank account. Routing information in the wire transfer documentation shows the SKY 
operating account at SunTrust Bank to be located in Orlando, Florida. 

Unfortunately, Texas Capital maintained for only a limited time the records of SKY's 
initiations of the wire transfers. We received records only for the months of July and August 
2010. According to Texas Capital employees we interviewed, it would be possible to log into 

7We prepared a spreadsheet of the T&I account which corroborates! { b ){ / ) { lnemory of this event. Numerous 
escrow refund checks, which should have been mailed in March, and would have been cashed promptly, did not 
clear the T&I account until May 2010. 
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Case Title: SKY Investments, Inc. 
Case Reference No.: 1-11-0056 

Report of Investigation continued 

Texas Capital 's treasury management system from locations other than SKY's offices to 
initiate a wire. We have no evidence that wires were initiated from any location other than 
SKY offices. 

The FBI interviewed former SKYI (b )(7)(C) lwho recalled three 
computers in SKY's offices used for access to bank accounts - one i~ { ~ ){ I){ bffice one 
in the accounting department, and one in I ( b )( I)( C) loffic~ { b ){ ) escribed I { 6 ){I) { I 
as exercising tight control over wire transfers, either by conducting them himself or 
personally authorizing other employees to wire tran~fer myneyl { ){ I){ Lsu~d from 
his office and used his computer for SKY busines~b ){7 lwas not aware o~using a 
computer elsewhere to conduct SKY business. 

I (6)(7)( baid that employees could access SKY computers from outside the office, but would 
have to go through SKY servers to transact business. SKY's servers were located at a host 
company in Boca Raton. We subpoenaed the host company and received records reflecting 
that SKY's servers were located in Boca Raton. 

Electronic Transfers of Financial Reports from SKY to Fannie Mae 

The seller/servicer contract required SKY to file quarterly MBFRF reports . The MBFRF 
provides a common format for mortgage bankers to report financial information that Fannie 
Mae, Freddie Mac, and Ginnie Mae use to evaluate the creditworthiness and financial 
stability of individual lenders with whom they do business. To submit the report, a SKY 
employee logged into a database and entered financial data according to prompts.8 Fannie 
~a~ Jl}"i~ t::~irs the report the day after it's filed. Every day Fannie Mae runs an 
lb3which lists all the seller/servicers that, for example, failed to meet the 

annie ae minimum net worth requirement. This is how Fannie Mae learned that SKY 
failed to meet minimum net worth for the Third Quarter of 2009. 

SKY submitted its Fourth Quarter MBFRF report on April 23, 2010. That report 
misrepresented SKY's assets, liabilities and net worth in that it contained the bogus $2 
million cash "infusion" and also failed to disclose, as a liability, the $1 million that SKY had 
withdrawn from the taxes and insurance escrow account and used for other purposes. 

SKY submitted its First Quarter 2010 MBFRF report on July 1, 2010. That report also 
misrepresented SKY's assets, liabilities, and net worth, and contained the bogus $2 million 
cash "infusion," even though the cash had been withdrawn at the end of January 2010. 

E-Mails from SKY to Fannie Mae 

1 (b )( !told us he completed and submitted the MBFRF forms to Fannie Mae based on financials from I (b )(71 
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Case Title: Sky Investments, Inc. 
Case Reference No.: 1-11-0056 

Report of Investigation continued 

(b )(7)(C) hhe attachment was a printout of a SunTrust Bank account statement 
reflecting a balance of $2,000,054.79 as of December 31, 2009, signed by a bank employee. 

Two aspects of this e-mail were materially false and misleading. First, the cash in t~P. 
accrnmt was nol6 {''W~fontrih11tjop to srv, but, in reality, either a short term loa v(b_)(7)(C) I 
I ) Second, the account was not a SKY operating 
account, and was not even under SKY's sole control. I (b )(7)(C) I 

I (b )(7)(C) I 

(b )(7)(C) 

This follow-up e-mail also contained materially false and mij'sjrffiJ:Stormation j irst, SKY's 
O~ jpt~~im financials falsely reflect the $2 million! ) Second, 

I (b )(7 (C repeated the assertion that the documentation of the $2 million deposit reflected 
SKY's cash, when, in reality, the cash was either a short term loan or a refundable deposit. 

Prosecutive Disposition 

On January 30, 2013,I (b )(7)(C) I each pleaded guilty to one count of Conspiracy to 

Commit Wire Fraud in violation of 18 U.S.C. § 371 . On March 7, 20131 (b )(7)(C) I 
were each sentenced to 10 months incarceration and 3 years' supervised release. 

Systemic Implications 

Fannie Mael (b )(5) 

(b )(5) 

Page 19 



Title (Name and Address) : 

FEDERAL HOUSING FINANCE AGENCY 
OFFICE OF INSPECTOR GENERAL 

Report of Investigation (ROI) 

SONY- Deutsche Bank MortgagelT 

Type of Investigation (type one or more: Criminal, Civil, Administrative): CIVIL 

Type of Report (type one: Final, Interim, Supplemental): FINAL 

Period of Investigation: 6/22/11 until 12/14/2012 

Basis for Investigation 

- ....... 
~ ·p t : 

~ 

Case opened 6/22/2011 based on an case development initiative started by the United 
States Attorney's Office for the Southern District of New York focusing on fraudulent 
mortgage origination practices affecting the United States Department of Housing and 
Urban Development and the Government Sponsored Enterprises. 

Details of Investigation 

The case initially focused on FHA mortgages and the false representations MortgagelT 
and National City Mortgage made to Federal regulators in order to qualify for a 
Department of Housing and Urban Development program. The defendants allegedly 
failed to select quality mortgages to be insured, repeatedly ignored the program 
requirements, providing false information about the quality of the underwriting operation, 
and consequently passed on the costs of hundreds of millions of dollars of defaults-to the 
Government. 

FHFA-OIG obtained loan origination and loan loss information for consideration by the 
United States Attorney's Office for the Southern District of New York. 

Prosecutive Disposition 

The investigation was closed as the SONY focused on FHA loans on this particular case. 
The case was originally flagged in CMS as completed and then closed and the required 
ROI was not completed at the time. 
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FEDERAL HOUSING FINANCE AGENCY 
OFFICE OF INSPECTOR GENERAL 

~ , 

M 

Report of Investigation (ROI) 

Title (Name and Address): Marshal HomesJ .... ____ (;....b.;....;)(_7);....;.(_C.;....) ___ __. 
Tucson, AZ 

Type of Investigation (type one or more: Criminal, Civil, Administrative): Criminal 

Type of Report (type one: Final, Interim, Supplemental): Final 

Period of Investigation: 6-17-2011 through 12-8-2013 

Basis for Investigation 

On June 17, 2011 ..... I -----(b-)-(7-)-(C-) -----!Fannie Mae, forwarded a 

uo s 
~ 

complaint regarding! (b)(7)(C) ! independent Rights Party 

"IRP". Thi rovided to 

Allegations and Focus of Investigation 

The complaint state~ (~~~) tncorporated himself as Fannie Mae. Allegedly! (~A~) ~igned 
approximately 18 deeds of Fannie Mae Real Estate Owned (REO) properties in the Phoenix 

metro area as a representative of Fannie Mae. The 18 properties were conveyed to the IRP, and 

I (b)(?)(C) ~hanged the locks on the doors preventing the real estate agents, hired by Fannie Mae, 

back into the properties. It was alleged thatl (b )(7)(C) I 

(b )(7)(C) 

Details of Investigation 

FHFA OIG contacted the Phoenix Division, FBI and determined the matter was also being 

addressed with the United States Attorneys's office. On June 28th, 2011, a criminal complaint 

was filed againsi (~~;) ~or two counts of false claims (Title 18, United States Code, Section 

152( 4)) regarding bankruptcy fraud. 

On July 151
, 2011, FHFA-OIG participated in search and arrest warrants with the FBI, Tucson 
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Report of Investigation continued 

Case Title: 
Case Reference No.: 

Office. During the arrest warrants ..... ! ____ (b_)_(7
1

)r=( C=) ====:~~~...;,,;.;..;.;.;...;;.&.....;.(....;b );...;.(.....;? );...;.(_C.;...) .....1 

was arrested for probation violation at her residence. At detention 
,___~~ .......................... _.._~~~ 

hearing, it was recommended by the Government that both remain detained. 

The search warrants were executed at three locations (b )(7)(C) Tucson, AZ 

(Residence);! (b)(7)(C) I Tucson (Residence), AZ; (b )(7)(C) Tucson, AZ 

(IRP business building). 

...... ~__.. .......... _... ........... ~~-were subsequently indicted on one count of 18 USC 1343, wire fraud . 

as charged with 18 USC 152( 4 ), fraudulent! ........ _..... ......... ....._...... ~--~~--~~~-

( b )(7)(C) as arrested by the FBI and FHFA-OIG, and were later 

arrested by the FBI. 

Prosecutive Disposition 

Afte~ (b )(7)(C) I his char es were dismissed by the United States 

Attorney's, District of Arizona. Charges against (b )(7)(C) were dismissed by the 

United States Attorney's, District of Arizona. The wire charge and an additional counterfeit 

charge were brought forward o (b )(7)(C however, the charge was unrelated to mortgage 

fraud. Whi le in prison awaiting trial (b )(7)(C) 

Due to the dismissed charges and lack of nexus o~ (b )(7)(C ~urther investigation is not 

warranted on this case. 
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Title (Name and Address): 

FEDERAL HOUSING FINANCE AGENCY 
OFFICE OF INSPECTOR GENERAL 

Report of Investigation (ROI) 

Michigan Mortgage Fraud Task Force FY2014 

Type of Investigation (type one or more: Criminal, Civil. Administrative): Criminal 

Type of Report (type one: Final, Interim, Supplementa~: Final 

Time Period That Fraud Occurred: October 8, 2013 to September 30, 2014 

Basis for Investigation 

This investigation was initiated to support the Michigan Mortgage Fraud Taskforce. This case file 

will be used as a repository for vetting complaints received by various taskforce participants for 

nexus to the GSE's. Upon verifying the nexus for further FHFA OIG investigative activities 

separate substantive investigations will be initiated. 

Allegations and Focus of Investigation (Note: CIGIE requires a specific statutory citation) 

FALSE STATEMENTS (18 USC 1001) 

MAIL/WIRE FRAUD (18 USC 1341 ) 

BANK FRAUD (18 USC 1344) 

VIOLATIONS STATE LAW: 

1) FALSE PRETENSES (MCL 750.218) 

2) RESIDENTIAL MORTGAGE FRAUD (MCL 750.219D) 

3) CONSPIRACY (MCL 750.157 A) 

4) USE OF COMPUTER TO COMMIT CRIME (MCL 752.796) 

Details of Investigation 

During FY 2014 a total of forty-three (43) Demand for Document Production requests were 

submitted to the Fannie Mae and Freddie Mac by the Detroit Office of FHFA OIG. Of those forty

three document demands, twenty-two (22) were submitted to Fannie Mae and twenty-one (21 ) 

were submitted to Freddie Mac. As of September 30, 2014, four investigations were opened 

based upon the allegations and information provided by Fannie Mae and Freddie Mac. Those 

investigations are: 1-14-0387 ~ (b )(?)(A) I 

Distribution: 
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Report of Investigation continued 

Case Title: Michigan Mortgage Fraud Taskforce FY 2014 

Case Reference No.: 1-14-0336 

Prosecutive Disposition 

The four investigations resulting from this proactive case have all been accepted for prosecution. 

Investigation 1-14-0387 (b )(5),(b )(7)(A) SAMIE Civil Division. ------lnvestigatio (b)(?)(A) is ongoing and with prosecution by USAOHN. lnvestigatio (b )(7)(A) 
ongoing with prosecution by the Wayne County (Ml) Prosecutor's Office. lnvestigatio 

is ongoing with prosecution by the USAMIE. 

Systemic Implications 

None reported to date. 

.......................... __. 
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FEDERAL HOUSING FINANCE AGENCY 
OFFICE OF INSPECTOR GENERAL 

Report of Investigation (ROI) 

Title (Name and Address): FY2014 Chicago Mortgage Fraud Task Force 

Type of Investigation (type one or more: Criminal, Civil, Administrative): Administrative 

Type of Report (type one: Final, Interim, Supplementa~ : Final 

Period of Investigation: October 2013 to September 2014 

Basis for Investigation 

This is a proactive case designed to allow the Chicago Field Office to document their support and 

achievement Chicago Mortgage Fraud Task Force and determine the potential or necessity for 

further investigative steps. 

Allegations and Focus of Investigation 

Information was provided from various law enforcement agencies. Each allegation or report was 

handled on a case by case basis for investigative merits. 

Details of Investigation 

The FHFA-OIG opened this administrative action in October 2013 to track FHFA-OIG's support 

and achievement associated to the Chicago Mortgage Fraud Task Force. During FY2014, two 

referrals initiated the opening of an active criminal investigation. FHFA-OIG supported 

approximately thirteen Chicago Mortgage Fraud Task Force initiatives. 

Prosecutive Disposition 

Two criminal investigations were a direct result of FHFA-OIG's involvement with the Chicago 

Mortgage Fraud Task Force. 

Systemic Implications 

None 

Distribution: 
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FEDERAL HOUSING FINANCE AGENCY 
OFFICE OF INSPECTOR GENERAL 

Report of Investigation (ROI) 

Title: Allied Home Mortgage Corporation,_l ____ (_b_)(_?_)_(C_) ___ __. 

Type of Investigation: Criminal 

Type of Report: Final 

Period of Investigation: November 16, 2011 through April 15, 2014 

Basis for Investigation 

The Federal Housing Finance Agency - OIG (FHFA-OIG) authority to investigate is set forth in 
the Housing and Economic Recovery Act of 2008 ("HERA"), 12 U.S.C. 4517(d), and the Inspector 

General Act of 1978, as amended, 5 U.S.C. App.3. 

Allegations and Focus of Investigation 

This investigation was opened on November 21 , 2011, after the Civil Division for the U.S. 
Attorney's Office for the Southern District of New York (SONY) and HUD filed civil fraud charges 

againsd (b )(7)(C) !Allied, alleging that Allied had profited for years as one of 
the nation's largest FHA lenders by engaging in reckless mortgage lending, flouting the 
requirements of the FHA mortgage insurance program, and repeatedly lying about its compliance. 

The complaint alleged that in the past decade, Allied has originated loans out of hundreds of 
branches it never disclosed to HUD, submitted knowingly false statements to HUD concerning its 
branch operations and accumulating sanctions, and lied to conceal its dysfunctional operations 

from HUD. The misconduct has resulted in tens of thousands of defaulted loans. 

Details of Investigation 

At the request of the Criminal Division of the SONY, investigation was initiated to determine 

viability of a parallel criminal case based upon the allegations in the civil complaint. Reporting 
Agent (RA) met with AUSA' ~.u.w...L.1.1.oL.1.U..1.u.c;;...i....&.J.u.1..1.1.LQ.L.~.i.u.u.i.c:.....Ll..l.Q..L..l.O:l......L.l.C;u.w:OL...L..1~.i..g,Ju.u..:t...1.1.11."-----

Divisions (Jamie Nawaday) (b )(7)(E) -----------------------------------------------------
1 n t er views were conducted in Houston b 7 (E) 
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Report of Investigation continued 

Case Title: All ied Home Mortgage 
Case Reference No.: 1-12-0075 

It was learned that Allied had a re resentative office in Rockland County, NY. However, after 

speaking (b )(7)(C) very little business occurred there 

and the office was eventually shuttered. 

A review of the Allied loans held by HUD showed only 51which were orig inated on NY properties; 

of those, 19 were in the SONY and none were in default. RA then contacted Fannie Mae to 

determine their exposure to Allied-originated FHA loans. Fannie Mae reported that between 2006 

and 2011 , Allied delivered only 13 loans nationwide for a total UPB of approximately $1 ,232,000. 

On April 5, 2012, the SONY issued FIRREA subpoenas to Citibank, JPMorgan Chase and Wells 

Fargo regarding their res ective ....... ~~..._~~~~~ ........ ~~~--'"-~~"-~~~--'~~--. 
2012, AUSA Dan Levy 

(b )(5),(b )(7)(E) 

A major setback to the civi l matter occurred when the defendants won a 
...._ ........ ~~...--~~~~ 

change of venue motion to the SDTX, as Allied was headquartered in Houston. 

With the loss of venue in the civil matter and the lack of venue for a criminal matter, the SONY 

contacted the Criminal Division of the SDTX to determine their interest in the matter. RA 
participated in a call with I (b )(7)(C) lsoTX Criminal Division ..... ! ( .... b ..... )( ..... 7 ..... )(.,...C .... )-1 

b 5 It was explained t~ (b )(?)(C) that, 

est to assign an AUSA was not granted. In 

February 2013, RA had a separate conversation with AUSA Sharad S. Khandelwal, who again 

asked to open the matter but he received the same response troni (b )(7)(C) I 

On February 10, 2014, RA contacted the WON b 5 
(b )(5) 

RA provided the civil complaint to AUSA Mark Odulio and explained 

the concerns that that the SONY had, given the civil litigation. The WONG declined to open the 

matter, given the legal issues and the concern that the SDTX would raise a claim to any criminal 

matter. 

Prosecutive Disposition 

This matter was declined for prosecution by the SONY and the WONG. The SDTX has formally 

refused to open the matte~ (b )(5) I 
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Report of Investigation continued 

Case Title: Allied Home Mortgage 
Case Reference No.: 1-12-0075 

Systemic Implications 

There were no systemic implications identified during the course of th is investigation. 
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Title:I (b)(3): ( 1(1-12-0120) 

FEDERAL HOUSING FINANCE AGENCY 
OFFICE OF INSPECTOR GENERAL 

Report of Investigation (ROI) 

Type of Investigation: Civil and Criminal 

Type of Report: Final 

Period of Investigation: November 30, 2011 through March 11, 2014 

Basis for Investigation 

The Federal Housing Finance Agency - OIG (FHFA-OIG) authority to investigate is set forth in 

the Housing and Economic Recovery Act of 2008 ("HERA"), 12 U.S.C. 4517(d), and the Inspector 

General Act of 1978, as amended, 5 U.S.C. App.3. 

Allegations and Focus of Investigation 
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Report of Investigation continued 

Case Title: I (b )(3):(A), I 
Case Reference No.: 1-12-0120 

Details of Investigation 

(b)(3):(A),(b)(3):31 U.S.C. §§ 3729 and 3730 

months a o. The SE 
(b)(3):(A),(b)(3):31 U.S.C. §§ 3729 and 3730,(b)(7)(A) The SONY has also closed its 

'--~~~----------------------------"---~--investigation (b )(5) 

Prosecutive Disposition 
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Report of Investigation continued 

Case Title: ... I ___ ···-········-········-········-········-' ... _ ·······- (b )(3):(A),(b )(3):31 
U:S:C: §§3729 and 

3730 
Case Reference No.: 1-12-0120 

The civil matters were both closed by the EDPA and DOJ. The SONY subsequently closed its 

criminal matter and declined prosecution. 

Systemic Implications 

There were no systemic implications identified during the course of this investigation. 
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REPORT OF INVESTIGATION 

Type of Investigation: 

D Criminal 

~ Civil 

D Administrative 

Type of Report: 

~ Final 

D Interim 

D Supplemental 

Period of Investigation: June 11 , 2012 - January 24, 2014 

BASIS FOR INVESTIGATION 

The instant investigation was initiated on June 11 , 2012, based on information via court documents in 
which FHFA is the plaintiff on behalf of the Government Sponsored Enterprises ("GSEs") . This case 
was worked jointly with the New York State Attorney General's Office ("NYS-AG"). 

ALLEGATIONS & FOCUS OF INVESTIGATION 

This case arose out of the Defendants' actionable conduct in connection with the offer and sale of 
certain Mortgage-Backed Securities ("RMBS") to Fannie Mae and Freddie Mac (hereinafter "GSEs"). 
These Securities were sold pursuant to registration statements, including prospectuses and 
prospectus supplements that formed part of those registration statements, which contained materially 
false or misleading statements and omissions. Defendants falsely represented that the underlying 
mortgage loans complied with certain underwriting guidelines and standards, including 
representations that significantly overstated the ability of the borrowers to repay their mortgage loans. 
These representations were material to the GSEs, as reasonable investors, and their falsity violated 
various New York State Securities laws. 

DETAILS OF INVESTIGATION 

FHFA-OIG agents, along.,:.u.1r.1..1...u.111..111.1.111..1.1o1r.1.u....c.~""'"'"~~~:.1.1o1r.1.111.a....~~~~ numerous witness intentiews 
some of which included as well asl (b )(7)(C) 

(b )(7)(C) 

Distribution No. Case Number: Sianature of Person Makina Reoort : 

Inspector General 1-12-0157 I (b )(7)(C) I 
Assistant U.S. Attorney c;:;,,~"•"•" nf D"·-~~ ~v<>m;~;~~ ~"~ " rt: 

(b )(7)(C) 

Other {Specify): Title: OHice(City): 
Special Agent in Charge Northeast Reaion 
Division Office: Date of Report: 

OFFICIAL USE ONLY 

This document contains neither recommendations nor conclusions of the Office of Inspector General for the Federal Housing 
Finance Agency. It is the property of the OIG and neither the document nor its contents should be disseminated without prior 
OIG authorization. 



REPORT OF INVESTIGATION 

On October 1, 2012, NYS AG's Office filed a civil complaint against the following defendants: J.P. 
MORGAN SECURITIES LLC, (f/k/a "Bear, Stearns & Co. Inc.") , JPMORGAN CHASE BANK, N.A., 
EMC MORTGAGE LLC (f/k/a "EMC Mortgage Corporation"). 

On November 19, 2013, JPMorgan reached a $13 billion settlement with U.S. Department of Justice, 
from which $1 billion was to settle the above mentioned NYS AG's Office complaint against 
JPMorgan and Bear Stearns. JPMorgan's $13 billion settlement with the Justice Department was 
related to the bank's role in marketing RMBS that did not comply with underwriting guidelines and 
weren't fit for sale. 

PROSECUTIVE DISPOSITION 

The instant investigation is being closed based on the $1 billion civil settlement from JPMorgan. 
Pursuant to this settlement, the NYS AG's Office filed a Stipulation to Dismiss the October 1, 2012, 
complaint against JPMorgan/Bear Stearns/EMC Mortgage. 

SYSTEMIC IMPLICATIONS 

None to report. 

Case Title: Case Number: 

EMC MORTGAGE LLC (F/K/A EMC MORTGAGE CORPORATION); BEAR STEARNS & 1-12-0157 
CO. , INC.; STRUCTURED ASSET MORTGAGE INVESTMENTS II INC.; BEAR STEARNS 
ASSET BACKED SECURITIES I LLC; MATTHEW E. PERKINS; JOSEPH T. 
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FEDERAL HOUSING FINANCE AGENCY 
OFFICE OF INSPECTOR GENERAL 

Report of Investigation (ROI) 

Title: (b)(3):(A),(b)(3):31 U.S.C. §§ 3729 and 3730 QUI TAM. 
r-~~~~~~~~~~~~~~~---. ......... ~~~~~~~~~--' 

(b)(3):(A),(b)(3):31 U.S.C. §§ 3729 
Type of Investigation: Civil 

Type of Report: Final 

Period of Investigation: February 25, 2013 - July 23, 2014 

Basis for Investigation 

I (b)(3):(A),(b)(3):31 U.S.C. §§ 3729 and 3730 laui Ta~ 
(b)(3):(A),(b)(3):31 U.S.C. §§ 3729 and 3730 

Allegations and Focus of Investigation 

(b)(3):(A),(b)(3):31 U.S.C. §§ 3729 and 3730 

Details of Investigation 

Distribution: 

Inspector General 

Ass't U.S. Attorney 

Other (specify below) 

(b)(3):(A),(b)(3):31 U.S.C. §§ 3729 and 3730 

No. Case No. 1-13-0284 

Signature of Person Making Report 

Signature of Person Examining Rep 

Title SAC 

Div. Office 

OFFICIAL USE ONLY 

(b )(3):(A),(b )(3):31 U .S.C. 
§§ 3729 and 3730 

v111ce lCUYJ 

Date of Report 07/23/2014 
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Report of Investigation continued 

Case Title: 
Case Reference No.: 

(b)(3):(A),(b)(3):31 U.S.C. §§ 3729 and 3730 

Prosecutive Disposition 

(b)(3):(A),(b)(3):31 U.S.C. §§ 3729 and 3730 

Systemic Implications 

None. 
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Title: 

Type of Investigation: 

Type of Report: 

Period of Investigation: 

Basis for Investigation 

FEDERAL HOUSING FINANCE AGENCY 
OFFICE OF INSPECTOR GENERAL 

Report of Investigation {ROI) 

SUN TRUST BANK 

CRIMINAL 

FINAL 

March 1, 2009 through July 3, 2014 

This investigation was initiated based on a referral from the office of the Special Inspector 
General for the Troubled Asset Relief Program (SIGTARP). SIGTARP agents have been 
investigating allegations that Sun Trust Bank (Sun Trust) knowingly foreclosed on 
consumers that were eligible for the U.S. Treasury Department's Home Affordable 
Modification Program (HAMP). It was alleged that Sun Trust was inadequately staffed to 
administer the HAMP program on behalf of the Government Sponsored Entities (GSEs). 
As a result, Sun Trust may have foreclosed on consumers that were eligible for the 
HAMP program. 

In addition, investigative activity by SIGTARP indicated that Sun Trust employees in the 
loss mitigation department were directed by a supervisor to falsely submit HAMP trial 
modifications as permanent HAMP modifications to clear out a backlog. 

Details of Investigation 

FHFA-OIG and SIGTARP confirmed that there were numerous deficiencies in Sun Trust's 
administration of the HAMP program from March 2009 through at least 2011. Statements 
made by Sun Trust to its customers were not accurate and thousands of homeowners 
who applied for HAMP modifications with Sun Trust suffered harms that included damage 
to their credit scores, excessive capitalized interest, and the deprivation of the borrower's 
ability to make an informed choice about how to save or dispose of their home. 

Distribution: 

Inspector General 

Ass't U.S. Attorney 

Other (specify below) 

No. Case No. 1-11-0046 

Signature of Person Making Report --..---------....--

Signature of Person Examining Reporl (b )(7)(C) 
Title Special Agent in Charge Office (city) DC 

Div. Office 01 Date of Report 08/15/2014 
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Case Title: Sun Trust Bank 
Case Reference No.: 1-11-0046 

Report of Investigation continued 

Sun Trust's Administration of HAMP: 

Sun Trust ran the day-to-day operations of its HAMP program through the Loss Mitigation 
Division of its Default Department. HAMP was administered through three primary 
personnel functions: (1) call team members who answer the phones when homeowners 
call to apply or have questions about HAMP; (2) negotiators who actually work the 
homeowners' files to determine if the homeowners qualify, send the homeowners the 
requisite paperwork, and communicate the ultimate decision to the homeowners; and (3) 
fulfillment, who processes the homeowners' trial payments, informs the negotiators when 
the homeowner makes the last of the required trial period payments, and manages the 
suspense accounts. 

Sun Trust initially implemented HAMP in April 2009 using the verified-income approach. 
Starting in August 2009, U.S. Treasury's Office of Financial Stability began publicly 
publishing the number of HAMP modifications processed by all servicers through a 
monthly "Making Home Affordable Program Servicer Report." At that point, Sun Trust 
had approximately 3,000 borrowers who had applied for HAMP but who were waiting for 
Sun Trust to decide if they qualified; Sun Trust had placed only 690 borrowers into a trial 
period plan; and Sun Trust had not awarded any permanent HAMP modifications. 

Sun Trust wanted to increase the number of borrowers applying for HAMP so that it 
would not be criticized for the small number of borrowers it had in the HAMP program 
compared to other servicers. Sun Trust switched from using a verified income approach 
for admitting borrowers into the HAMP program to using a stated income approach. Sun 
Trust also began sending mass solicitations to tens of thousands of borrowers inviting 
them to apply for HAMP. Sun Trust mailed these solicitations between 2009 and 2012. 

These mass solicitations consisted of a cover letter and several attachments, as well as a 
trial period plan contract (collectively 'The HAMP Package"). The contract gave the 
borrower an estimated modified mortgage payment and a three- or four-month trial plan 
schedule with due dates for making the new mortgage payments. The HAMP Packages 
touted why Sun Trust customers should apply for HAMP and encouraged them to do so 
as quickly as possible. 

Sun Trust's Representations to its Customers: 

In the HAMP Packages given to customers by Sun Trust the following representations 
were made: 
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Case Title: Sun Trust Bank 
Case Reference No.: 1-11-0046 

Report of Investigation continued 

1. Sun Trust would review the borrower's HAMP application within 20 days of receipt. 
2. Borrowers would be put on trial periods lasting only three (or in certain cases four) 
months. 
3. Borrowers would be notified during the first month of the trial period if they qualified 
for HAMP. 
4. If a borrower qualified for HAMP and made all three trial payments, they would 
receive a HAMP modification. 
5. If a borrower was denied a HAMP modification, Sun Trust would work with the 
borrower on alternative options for saving their home before commencing foreclosure 
proceedings. 
6. Borrowers who were current at the time of application and made their trial payments 
on time would be reported to the credit bureaus as current during the trial period. 

Sun Trust Under-Resourced and Under-Funded Its HAMP Program: 

Sun Trust did not have enough personnel , infrastructure, and technological resources to 
process the paperwork, render decisions, and communicate with and about borrowers as 
they had represented. 

Upon sending the mass solicitations, Sun Trust received upwards of 100,000 calls per 
month from borrowers interested in a loan modification, but Sun Trust did not hire enough 
call center employees to answer the phones. As a result, Sun Trust required its 
negotiators (those employees who were supposed to review and decide borrowers' 
HAMP applications) to spend the vast majority of their time answering phones instead of 
working on applications. When Sun Trust managers requested that Sun Trust upper 
management hire additional call center employees and negotiators, or otherwise provide 
alternative solutions, those requests were not fulfilled. 

In addition, the staff that did exist was not sufficiently trained. The few negotiators that 
worked on HAMP applications received no formal training on how to comply with the 
HAMP guidelines or appropriately communicate with the borrowers. 

Moreover, Sun Trust had no effective document management system in place to process 
and retain the borrowers' applications and supporting documentation. When the HAMP 
applications poured in, Sun Trust put them in stacks on the floor without any organization. 
At one point, the stacks of unopened and unprocessed HAMP applications were so 
voluminous that their weight buckled the office floor. Without a system to process, 
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Report of Investigation continued 

organize, and retain applications, borrowers' paperwork were routinely lost and had to be 
resubmitted causing further delays. 

All of these deficiencies resulted in the immediate formation of a significant backlog of 
borrowers who were waiting on a decision from Sun Trust as to whether they qualified for 
HAMP. Month after month, Sun Trust had a backlog of tens of thousands of borrowers 
waiting to apply for HAMP, waiting for Sun Trust to send a trial period contract, or waiting 
to hear whether they qualified for their much-needed mortgage relief. For example, under 
the Government Sponsored Entity (GSE) guidelines, negotiators were supposed to have 
only 250 loan modification applications in each of their queues, but in the spring of 2010, 
Sun Trust negotiators had upwards of 3,000 files in each of their queues. 

Sun Trust's Statements to its Customers Were False: 

Far from reviewing applications within 20 days and rendering a decision within the three
month trial period that was promised in the HAMP Packages, Sun Trust failed to give the 
borrowers a decision for months and months, without any explanation or update. As a 
result, virtually all of the customers who applied for HAMP were stuck on extended trial 
periods that lasted on average close to a year, and some borrowers were on extended 
trial periods for two years or more. 

Sun Trust's deficiencies in administering HAMP went beyond the extended trial periods. 
With inadequate staffing, training, and processes in place, Sun Trust failed to fulfill 
several other Statements it made in the HAMP Packages. Sun Trust reported current 
borrowers as delinquent to the credit bureaus. It also mishandled the borrower's trial 
period payments, leaving them in custodial suspense accounts and not posting the 
payments to the mortgage loan, thus making the borrower appear more delinquent than 
he actually was. Sun Trust also improperly sent collection letters to, and in some cases 
even commenced foreclosure proceedings against, borrowers who were on extended 
HAMP trials. In certain instances, Sun Trust automatically denied borrowers from HAMP 
without reviewing their application. Sun Trust also gave some borrowers who should 
have received a HAMP modification an alternative modification that was less favorable to 
the borrower. 

Sun Trust HAMP Applicants Were Harmed: 

Approximately 27,000 borrowers applied for a HAMP modification with Sun Trust. As a 
result of the way Sun Trust administered the HAMP program, many borrowers were 
harmed. The stress of the HAMP application process was acute and damaging for many 
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borrowers. In addition to that emotional toll, many borrowers also suffered, among 
others, the following financial harms: 

• Borrowers suffered extended trial periods that resulted in the loss of other options for 
disposing or saving their home. 

• Sun Trust improperly reported borrowers as delinquent to credit bureaus. 

• Sun Trust capitalized improper amounts of interest on to borrowers' unpaid principal 
balances. 

• Sun Trust improperly denied borrowers from HAMP. 

• Sun Trust improperly commenced foreclosure activity on HAMP applicants. 

• Borrowers who were transferred from Sun Trust to another servicer while on an 
active HAMP trial were penalized. 

Prosecutive Disposition 

As a result of the investigation, on July 3, 2014, Sun Trust entered into a Restitution and 
Remediation Agreement with the U.S. Department of Justice (DOJ) in U.S. District Court 
for the Western District of Virginia to avoid criminal prosecution. The settlement detailed 
that Sun Trust will pay $1 O million restitution to the GSEs. In addition, SunTrust will pay 
$179 million in restitution to compensate affected borrowers and another $95 million will 
be put into a general reserve in the event it is required at some future date. Sun Trust 
also agreed to provide $20 million to the Housing Grant Fund and forfeit $16 million to the 
United States Treasury. Furthermore, Sun Trust agreed to a corporate remediation plan. 

Systemic Implications 

Through this investigation, FHFA-OIG determined that in numerous instances the Sun 
Trust held HAMP trial payments in suspense accounts despite funds accumulating in 
excess of one full monthly contractual principle, interest, tax and insurance payment. 
Thus, Sun Trust held the funds without posting them to the borrowers' mortgage 
loan until they determined whether the borrower was eligible for a permanent HAMP 
modification. 
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Report of Investigation continued 

Interviews of servicer employees indicated the average HAMP trial period could last 
between 6 months and 2 years. In many instances, if a borrower was determined to be 
ineligible for a permanent HAMP modification, the servicer sent a refund check of funds 
held in suspense to the borrower, less the servicer's outstanding fees. The funds held in 
suspense represent funds that should have been remitted to Fannie Mae. 

Coordination with Fannie Mae reoresentatives throuqhout this investiqation/ 

(b )(4) 

(b)(4),(b)(5) 

(b )(5) 
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REPORT OF INVESTIGATION 

Title (Name and address): Type of Investigation: Type of Report: 

~ Criminal ~ Final 

(b )(7)(C) D Civil D Interim 

D Administrative D Supplemental 

Period of Investigation: November 2011 to December 2012 

BASIS FOR INVESTIGATION 

The Federal Housing Finance Agency - OIG authority to investigate is set forth in the Housing and 
Economic Recovery Act of 2008 ("HERA"), 12 U.S.C. § 4517(d), and the Inspector General Act of 
1978, as amended, 5 U.S.C. App. 3. 

ALLEGATIONS & FOCUS OF INVESTIGATION 

The Daytona FBI advised various individuals associated with I (b )(7)(C) I 
entered into various schemes to market, sell and finance real estate in several Florida residential 
communities. The investiaation was initiated bv FBI Davtona Beach Office in the Middle District of 
Florida. I 

(b )(7)(E) 

1 (b )(7)(C) I 
DETAILS OF INVESTIGATION 

In March 2012, this case was transferred to Special Agent (SA)._l _...;.(b....;)~(_7);....;(_C..;..) _ __. 
referred documentation was completed by the reporting agent. 

A review of the 

n. 
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Inspector General 1-12-0073 (b )(7)(C) 

Assistant U.S. Attorney Signature of Person Examining Report: 

(b )(7)(C) 

Other (Specify): 11 .... : Offlce(City): 

§AC 5r ~e.QtOY\ 
Division Office: Date of Repol1;1 

Tampa, Florida 1/14/2012 
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REPORT OF INVESTIGATION 

(b )(7)(C),(b )(7)(E) I Soecial Aaent l (b)(7)(C) l stated based on the 

(b )(7)(C),(b )(7)(E) 

A review of Documentation received from Fannie Mae revealed the majority of loan transactions 
reviewed occurred in 2005, 2006 and 2007. The transactions are already outside the 5 year statute 
of limitations and investigative efforts to conduct a full investigation into this matter would be lengthy 
with no guarantee of successful results. The schemes appear to be simi lar with inflated appraisals, 
higher marketing fees and possibly other undisclosed incentives. 

Due to ongoing priority investigations and the lack of investigative resources, it is recommended th is 
file be closed. 

Case Number: 

(b )(7)(C),(b )(7)(E) 1-12-0073 

OFFICIAL USE ONLY 
This document contains neither recommendations nor conclusions of the Office of Inspector General for the Federal Housing 
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REPORT OF INVESTIGATION 

Title (Name and address): Type of Investigation: 
(g] Criminal 

(b )(7)(C) D Civil 
1-13-0303 

D Administ rative 

Period of Investigation: Septem ber 2012 to November 201 3 

BASIS FOR INVESTIGATION 

Type of Report: 

~ Final 

D Interim 

D Supplemental 

The Federal Housing Finance Agency- Office of Inspector General {FHFA- OIG) 
authority to investigate is set forLh in the Housing and Economic Recovery 
Act of 2008 ("HERA") , 12 U. S . C. § 4517 (d) , and the Inspector General Act 
of 1978 , as amended , 5 U. S . C. App . 3 . 

ALLEGATIONS & FOCUS OF INVESTIGATION 

This complaint was initiated pursuanL to a referral from the Department of 
Housing and Urban Developme~n~t~-O~f~f~i~c~e~o~f~.I~n~~~~~~....._. ........ ....._ ..................................... __ -, 
relayin~ information about I lb )(7 )(C) I AccLo_r_ i -ng__,t_o-....t __ e_.....,...-l.:'4_,.~~~-:-h-a-:-d-s u-:b-m--:i"""."t-:-t -e7d 
false and fictitious Quit Claim Deeds to the Shelby County (TN) Clerk of 
Court , thereby falsely claiming ownership of certain bank and government 
real estate owned {REO) properties , including a property belonging to the 
Federal National Mortgage Association {Fannie Mae) . The matter was opened 
with the Shelby County District Attorney General ' s Office , and 
i nvestigated jointly with the Shelby County Sheriff' s Office . 

The subsequent i~n~v~e~s~L~i£.EL1:Jb.5.2.JJ_~ilJ....l...l.!W;:..u.....l.~~~~~~i.....l..~.u..i..~.1.L.........i...._.,...u..i..._~ ........ ...., 
April 29 , 2013 , 
I (b)(7)(C) l su ffiJ.L e a a se an ictitious Quit Claim Deed to the 

Distribution No. Case Number: Signature of Person Making Report: 

Inspector General 1-13-0303 

Assistant U.S. Attorney Sianature of Person Examininn c"'"""" 

(b )(7)(C) 

Other (Specify): 1 me: Offlce(City): 
Special Agent in Charge Tampa 

Division Office: Date of Report: 

Southeast 10/08/2014 
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REPORT OF INVESTIGATION 

Shelby County (TN) Clerk of Court , thereby falsel ~ claiming owne rship of a 
Fannie Mae Real Estate Owned (REOJ prope r :v .llb\1?:£C k he re•fr er occupied 
the Fannie Mae REO property , located at I _ (b)(7)(C) _Memphis , TN , 
without permission or legal authority to o so . 

PROSECUTIVE DISPOSITION 

On AuTust 26 . 2014 , in the Criminal Court of Shelby County , Tennessee , 
I (b[7)(C) I pleaded guilty to a criminal :nformation charging Theft of 
Property . On October 3 , 2014 , I (b}(7)(C) I was sentenced to 8 years in prison . 

DETAILS OF INVESTIGATION 

On April 25 , 2013 , FHFA OIG initiated a criminal investigation into 
alleged adverse possession/theft of property by I (b)( I )(C) 
I (b)(/)(Q) I The investigation was initiated pursuant to a 
referral made by HUD OIG, which had previously investigate (b}(7)(C) elated 
to similar alleged offenses involving HUD owned properties . SA b 7 C 
spoke to Byron Wi nsett , Chief Prosecutor , Publ i c Corr uption and Economic 
Crimes Section , Shelby County District Attorney General ' s Office . I (b )(7)(C) I 
advise d tha~ (b}(7)(C) l had recently been convicted of falsely claiming 
owners hip of certain properties and , upon his release from custody , 
continued to occupy a house which he falsely claimed ownership . The 
property, located at I (b )(7)(C) l was in fact owned by Fannie Mae . 

SA I (b )(7)(C) I subsequently contacted Fannie Mae representatives to 
determine the status of the property . Fannie Mae advised that on or about 
April 28 , 2008, a deed of trust was recorded wi th the Shelby Count l 
Regi ster of Deeds OfVi l e . referencing an individual named l (b)(7 (C) 
purchase of I (b )(7)_C _ I Fannie Mae advised that they had interest in 
the mortgage loan associated wi thl (b)(7)(C) !purchase - l (b}(7)(C) I later 
defaulted on the mortgage loan , and the property was ultimately foreclosed 
upon and became Fannie Mae REO property via a deed recorded on April 30 , 
2010 . Once the property became Fannie Mae REO, management was assigned to 
Fannie Mae REO management company EXECUTIVE ASSET MANAGEMENT (EAM) , which 
subsequently hired real estate agent I (b )(7)(C) I to manage the property . 

On May 1, 2013 SA Mosak wski telephonica\~~~~~\viewed licensed real 
estate a b 7 C Attachment 1 ) was the original listing 
agent of (b )(7)(C) Memphis , TN . advised that the 
origi nal i s ting assignment was May 4 , 2010 , at which time the property 
was considered occupied . l(b)(7)(C !believed that some women had previously 

I Case Number: 
1-13-0303 1 (b )(7)(C) 

Case Wfe· 
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lived in the property because he recalled there were many pairs of women ' s 
shoes present in the house .l(b)(/)(C k ecalled that prior to listing the 
property, Fannie Mae paid for certain repairs, which he believed included 
new carpets and interior paint . l(b)(7) (Glprovided the contact information 
of TITAN PROPERTIES, which at the time was a Fannie Mae vendor that did 
some of the repairs. After the repair work was done j&b )(J)('?llisted the 
property, which by now had become vacant . He recalle s owing the 
property only once . He recalled that it was to a couple , which he 
described as "working class . " l (b )(? )(Clrecalled that the man claimed to 
work as an electrician . After showing the property 1 1 (b)(7)(C) ~ried to 
follow up with the couple but they never returned his calls . The property 
was transferred from his inventory to I (b )(7)(C ) I shortly thereafter and 

l (b )(Y)(Clwent to the house to retrieve his for sale sign and his key box . 
when he arrived , his key box was missing but the Fannie Mae master key 
still worked so he entered the house . • While inside , it appeared t9~ r 

someone had moved in to the prope n YI (~)(7 )(81 lsubs equen tl y notified l(b )(7)( C) I 
that the property had become occupied .(b)('~ __ C ) lstated that at the time he 
listed the property it was vacant . 

On Ma~ 1, 2013 , SA I (b)(7llC} I interviewed licensed real estate agent l (b}(7)(C l 
l(b )(7 )(C ) j{Attachment 2 ) . [{'ETI:? )(C ) I stated that Fannie Mae contracts nine 

different companies in the Memphis, TN area to list and sell Fannie Mae 
real estate owned properties (REO) on their behalf .I (b)( /)(G) I has sold 
Fannie Mae properties in such a capacity for several ~ears . SQe was 
originally assi~ned the property located a d (6 )(7j(C ) ] on February 
1 , 2011. l(b )( /)(C )!was notified of the new property assignment through an 
automated emai l that was sent on behalf of (now former) Fannie Mae 
contractor EXECUTIVE ASSET MANAGEMENT {RAM) I (b )( 7 )( C ) \stated that at the 
time , EAM I (6)(4 ) _which contained 
information on the properties which she was assigned · I (b )(7 )(C ) I stated that 
the pro9ertx had been orevious:y listed by Memphis real estate agent 

I Jb )( r)(C } I explained that Fannie Mae typically rotater~t"+h~e:":"'~-:--"1 
property assignments when a designated number of days had passed . (b )(7 )(C ) 
utilized her access to the Multiple Listing Service online database (MLS) 
and stated that it reflected an original listing date b~(b)(7)(C bf 
November 10 , 2010 I (b)(7)(G) I stated that the property must have been vacant 
at the time because Fannie Mae did not list occupied properties . 
Additionally 11 (b )(? )(C ) pated that the original listing included interior 
photos of the property which indicated it was vacant . 

l (b )(? )(C ) jrelated that the first step upon assignment of any bank or 
government owned property is for her to go to the residence and determine 
occupancy status . On Fannie Mae properties, within the first 48 hours of 
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assignment , the agent is responsible for posting a "Know Your Options" 
notice , which provides her contact information along with the phone number 
to Fannie Mae 's Resource Center . I (b)(/)(C) !stated that she often posts the 
"Know Your Options" notice on multiple occasions, and was positive that 
August 10, 2011 was not the :irst time she posted one. She stated that in 
certain circumstances , Fannie Mae allowed for existing tenants to enter 
into a new lease with Fannie Mae . Additional purchase options were 
available as well . In the event that an existing tenant enters into a 
lease agreement with Fannie Mae, the property is transferred out of the 
listing agent's inventory and is assigned to a property management 
company . In the past ~ (b)(4) !would have sent an automated email if such a 
transfer occurred. 

I (b)(7)(C) I recalled that on the I (b)(?)(C) I she sent a field 
inspector to the property to enter the property and take photos. She 
recalled that there was no lock box on the door but the master Fannie Mae 
key worked . While there, the inspector took several photos of both the 
exterior and interior of the house , whichl(b)(/)(Clmaintained on her 
computer and showed to SA I (b)(?)(C) I subsequently contacted EAM 
and told them that the property was occupied and sent them the photos 
reflecting such . I (b )( ( HC) Ila ter learned from county records available 
online that I (b)(?)(C) I had filed a Quitclaim Deed on the property in 
an apparent attempt to trans=er ownership of the property to himself . 

on May 1 , 2013 , sAI (b)(7){C) l telephonically interviewed I (b/fl~Ci l of 
TITAN PROPERTIES, a contractor of Fannie Mae (Attachment 3 ) . __ EiL~ -'~6 
reviewed notes related to the Fannie Mae property located at I )( ) 
Lane in Memphis . She stated that her company performed an eviction and 
" lockout " (which included a rekeying of the property) on July 15 , 2010 . 

l(b)(7)(C) I further stated that on September 24, 2010, TITAN PROPERTIES 
repaired the property . The company had originally identified 
approximately $16 , 000 in repair work , but Fannie Mae only authorized 
$6,000. 

On May 23, 2013, sA I (b)(7)(C) I interviewed ' (b)(7)(C) I 
REO/ Foreclosure Manager, Fannie Mae .I {b )( /) C) l stated that she had 
prepared a timeline of events related to the subject property address 
I (b)(7)(C) I Memphis, ':'N ) ·I (b )( I HG) ~ tated that the events were 
based upon information entered into FNMA'S REO database . The entries were 
made by various FNMA personnel and/or contract representatives (Attachment 
4 ) . 

(b )(7)(C) 
I Case Number: 

1-1 3-0303 
Case Tit le: 
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REPORT OF INVESTIGATION 

approximatel 

the family 
initially thought for a short period 
of time , but when it lear that she was not ~oing to be released 
within a short time , (b)(?)(C) decided to move thel (b {7)(C) lout of the house 
in Memphis . stated that she paid for a POD to move the items 
within the house , including a refrigerator , furniture , etc . l(b)(7)(C)l 1eft 
several items behind including large amounts of women ' s shoes . When 

l(b)(7)(C)ll eft the property, she locked the doors and made sure the house 
was secure . She advised the POD record indicated the move took place on 
or about July 2 , 2010 (Attachment 7 ) . 

Records obtained during the investigation indicate that l (b)(?)(C) lfiled a 
quit claim deed with the Shelby County Register of Deeds Office , dated 
January 12 , 2011 (Attachment 8 ) . This date is after the house was 
determined to be vacant by EAM and I (b)(7)(C) I and after Fannie Mae 
paid for various repair work to be performed by TITAN PROPERTIES and 
BRYAN' S CARPET (Attachment 9 ) . 

Case Title: Case Number: 

1-13-0303 (b )(7)(C) 
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REPORT OF INVESTIGATION 

On Auf ust 26 , 2014 , in the Criminal Court of Shelby County, Tennessee , 
I (b) 7)(C) I pleaded guil r.y to a criminal Informar.ion charging Theft of 
Property (Attachment 10 ) . On October 3 , 2014 l (b)(7)(C) I was sentenced to 8 
years in prison (Attachment 11 ) . 

ATTACHMENTS 

• 1) Memorandum of Activity (MOA) , re: 5/1/13 
• 2) MOA, re: 5/1/13 interview of I (b)(?)(C) 
• 3) MOA, re: 5/1/13 interview of L.. -;::::::::==::;;::::;:::;:;;;;;::;~,.----., 

4) FNMA Timeline of activity re : 
• 5) MOA , re : 6/14/13 interview of (b)(?)(C) 
• 6) MOA, r e : 6/14/13 interview of Li=--====="""'=;:iiiffl~pm===!...--i 
• 7) POD records re : renta-;.;l;;;.._u;;;;n:.:.=.i .;t ,....;:;o.;:;;:_,_,......----J.=..i..;.;...J.J,..;.::...L.-----' 
• 8) Quit Claim Deed , re: 

L.-,....,...-~~....i.....;;....i----' 

• 9) Invoice of work, BRYAN'S CARPET CO . 

of .____..( __.b )...._( 7 ....... ) (_c..__) _.I • 

• lO)Criminal Information , Waiver of Indi ctment , & Order on Guilty Plea , 
dated 8/26/14 

•ll)Judgment , dated 10/3/14 

Case Tit.le: Case Number: 

(b )(7)(C) 1-13-0303 
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Caution: This Report Contains Secret Grand Jury Information 

REPORT OF INV·ESTIGATION 
a;;; A 

~ uo s 
~ 

Title (Name and address): 

I (b )(7)(C) 

Type of Investigation: 

IZ! Criminal 

D Civil 

D Administrative 

Type of Report: 

IZ! Final 

D Interim 

D Supplemental 

Period of Investigation: August 13, 2010 to January 18, 2012 

BASIS FOR INVESTIGATION 

On August 13, 2010, the Federal Housing Finance Agency, Office of Inspector General (OIG), 
received a request from Roger F. Wicker, United States Senator, Mississippi, to investigate why 
Fannie Mae did not have an effective means to enforce the owner-occupant provision of homes 
purchased under the First Look Pro b 7 C a constituent of Senator Wicker, had 
re orted that fraudulently purchased property located at 

from Fannie Mae on or about October 30, 2009. 
"":'"""~--:-:"~-:--:::::::;;::::;:::;;;:;=::;:;:::::":--~~--:-~~~ 

According tol (b)(?)(C) ~he property was to be offered to owner-occupants, public entities or th,_e.,.,ir-r~~~ ..... 
desi nated artners during the first 15 days a property is offered for sale. It was alle ed tha 

circumvented the First Look Pro ram b directin b 7 C 
(b )(7)(C) 

ALLEGATIONS & FOCUS OF INVESTIGATION 

,:.:....:.:..:::..::..:~~.;:..:.:;:.~--=r(.._b ..... H_7 ...... H_C ..... ) __ __.I as investors, andl (b )(7)(C) 
circumvented Fannie Mae's First Look Program initiative by using a 
(b )(7)(C) Under the First Look Program, 

prope res so y o po en 1a owner occupan s and public entities during the 
first 15 days it is o ' s have passed. On 
October 28, 2009, e amount of 

l(b)(7)(C)~n Janu~a~~~6~~~~~~~~~~~~~~~~~~~ After 

purchasing the property made improvements and rented it to a tenant 

Distribution No. Case Number: ~inn!'lt11rP nf .D&rc:,nn M!:ikinn !:>on rt: 

Inspector General 1-11-0014 (b )(7)(C) 
Assistant U.S. Attorney Signature of Person Exam "' .,., ·- ~· i 

(b )(7)(C) ,_ 

Other (Specify); Title: 
, Office( City): 

Deputy Inspector General for Investigations WashinQton DC 
Division Office: Date of Report: 

lnvestiQations June 5, 2012 
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This document contains neither recommendations nor conclusions of the Office of Inspector General for the Federal Housing 
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REPORT OF INVESTIGATION 

On April 23, 2010,1 (b)( ()(C) lfor Fannie Mae, 
responded to Senator Wicker's inquiry and advised that the property was sold t~ (b)(~)(C) ~ho 
represented herself to be an owner-occupan~ (b)(7)(C) lreply also noted that Fannie Ma~ (b 4) 

I (b)(4) I 
The investigation focused on the potential fraud perpetrated b~ (b )(7)(C) Ito circumvent the 
First Look Program guidelines as well as Fannie Mae's ability to take action when violations of the 
program are identified . 

DETAILS OF INVESTIGATION 

was interviewed and stated that he had been monitoring the 

..____.___.... ......... ......_....._____, had purchased the property to fix up for rent or sale . 

I (b )(7)(C) I the resident at the subject property was interviewed and advised that she signed a 
rental agreement inl (b )(7)(C) I 

(b )(7)(C) was interviewed and stated that "'""I -----(:":"'"b.,....)(~7.,....,)(""""C.,....) ____ __ 
b 7 C She claimed that while the term owner/occupant was used in 

her presence, no one ever exp ame to er that she had to live in the home to qualify as a bw:er. 
She said she never contacted the realtor was never shown the property b~ <~G; ' ~nd 
did not know where it was located (b)(7)(C) ai alled her on two occasions to sign 
addendums and delay the closing on the su ject property. 

I (b )(7)(C) lwas interviewed and explained that he saw a "For Sale" sign in the yard of the sub'ect 

propertl: and called the realtor's office, however, h~ 1~~ ~~P.~~ere not taking i 7 C 
calle~ (6)(7)(C) land aske~o speak with{b)(j (C ; ~aidl <~g;' ltold (b)(7)(C) ow to o 
about purchasing the residen~ remembered tha [J lfirst question when (b)(7)(C) 

I (b )(7)(C) I 

Case Title (b )(7)(C) Case Number: 1-11-0014 
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REPORT OF INVESTIGATION 

(b)(7)(C) old him how to purchase the property. (b)(7)(C) told him that he needed to get 
someone else to buy it in their name as owner/occupant, sign a promissor note for owner financing, 
and then take the house over prior to foreclosure from the purch b 7 c · it needed 
to be done uickl (b)(7)(C) then went back into his business and (b )(7)(C) 

(b )(7)(C) 

L--........:(~b..t..).l..:(7....1.)~( C;;__t_) _,... ........ H .............. ne..._v._..e~r:-:-:m~e=:-:n~tio~n~e~d~t:.:..:.h~e ..:.;le~tt:.;;:;e~r .:.:it ~~~ or did he tell her that he had responded 
to Fannie Mae. (b )(7)(C) that all of the information he provided Fannie 
Mae in the letter was a se. 

(b)(3):(A),(b)(3):Fed. R. Crim. P. 6(e)~ enacted by Act of July 30~ 1977~ Pub. L. No. 
95-78~ 91 Stat. 319 

(b )(7)(C) 

Fannie Mae also produced contract related documents for the purchase o~ (b )(7)(C) 
by Included was a co of an Official Check, dated 
August 19 2009 in the sum o and a letter 
from 

Case Title: (b )(7)(C) Case Number: 1-11 -0014 
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REPORT OF INVESTIGATION 

PROSECUTIVE DISPOSITION 

(b)(3):(A),(b)(3):18 U.S.C. § 3153 

SYSTEMIC IMPLICATIONS 

Fannie Mae - Corrective Action 

On April 14, 2011 J (b )(7)(C) I Fannie Mae was interviewed and 
explained that Fannie Mae had received a letter from Senator Wicker of Mississippi that involved a 
complainant alleging that an investor circumvented the First Look Program guidelines by having an 
employee urchase a property as an owner occupant and then deeding it back to the investor after 
the sale (b)(7)(C) was not involved with the matter at the time the letter was received , bud(b)(7)(C I 

,__ _______ __. ......... ...._ ................. ________ _.provided a written response to Senator 
Wicker, dated April 25, 2010, stating that Fannie Mae had no post-closing remedyl (bl(¥~(~~ I 
ex lained that in Ma 2010, after the res onse was forwarded to Senator WickerL J~ _.?._~) I 

First Look Program. HC) I 
....,,....,.,...,..~r.----:---....... ~ .................. """"":"_---:-_-:----=----:--:----:--=---' 

the purchaser of a property under the First Look Program was required to sign an Owner ...__..._ ....................... 
Occupant Agreement, but there was no mention in the agreement of a dama: e payment if the 
purchaser violated the terms.I (b )(7)(C) J including language in 
the Owner Occupant Agreements that the purchaser would be required to pay $~ which they 
later increased to $10,000, if the purchaser violated the terms of the agreement.LJ2Ljalso began 
sending out demand for information letters to buyers who allegedly violated the pro ram uidelines. 
If Fannie Mae receives an allegation involving a violation of the First Look Program (b)(7)(C) ill 
review the case and send a demand I r h purchaser advising them to explain the 
circumstances of the alleged violation (b )(7)(C noted at that timel (b )(7)(C) 
approximately ten violations of the First oo rogram . 

Case Title: Webb/Scruggs Case Number: 1-11-0014 
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FEDERAL HOUSING FINANCE AGENCY 
OFFICE OF INSPECTOR GENERAL 

Report of Investigation {ROI) 

Title (Name and Address): .... 1 _____ (_b_)(_7_)(A_) ------

Type of Investigation (type one or more: Criminal, Civil, Administrative): Criminal 

Type of Report (type one: Final, Interim, Supplementa~ : Final 

Time Period That Fraud Occurred: April 2008 - December 2012 

Basis for Investigation 

(b )(7)(A),(b )(7)(C) 

Allegations and Focus of Investigation (Note: CIGIE requires a specific statutory citation) 

The FHFA-OIG focus in this investigation was / 

l 

Details of Investigation 

Distribution: 

Inspector General 

Ass't U.S. Attorney 

Other (specify below) 

No. 

(b )(7)(A),(b )(7)(C) 

(b )(5),(b )(7)(A),(b )(7)(C) 

Case No. 1-13-0290 

Signature of Person Making Report __ ,...--------.,_ __ 

Signature of Person Examining Report J (b )(7)(C) 
Title Special Agent in Charge Office (city) Detroit, Ml 

Div. Office Detroit Field Office Date of Report November 3, 2014 

OFFICIAL USE ONLY 
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General. It is the property of FHFA-OIG and neither the document nor its contents should be disseminated without prior 
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Report of Investigation continued 

Case Title: I (b )(?)(A) 
Case Reference No.: 1-13-0290 

(b )(?)(A) 

(b )(?)(A) IThe FLHB of Indianapolis did 

(b )(?)(A) I Furthermore this investigation involves 

(b )(7)(A),(b )(7)(E) 

Prosecutive Disposition 
.--~~~~~~~~~~~~~-

This investigation has bee (b )(7)(A),(b )(7)(E) U.S. Attorney's Office, 

Eastern District of Michiga (b )(7)(A),(b )(7)(E Based on the focus of this investigation and 

the exposure to the FLHB of Indianapolis of less than $500,000 with no identifiable loss th is 

investi ation warrants no further FHFA-OIG investi ative activit at this time. The U.S. Attorne 's 

Office (b )(7)(A),(b )(7)(E) 

Systemic Implications 

There were no systemic implications identified during the course of this investigation. 
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FEDERAL HOUSING FINANCE AGENCY 
OFFICE OF INSPECTOR GENERAL 

Report of Investigation {ROI) 

Title (Name and Address): Coastal States Mortgage, 600 Corporate Drive, Ft. Lauderdale, FL 

Type of Investigation (type one or more: Criminal, Civil, Administrative): Criminal 

Type of Report (type one: Final, Interim, Supplementa~: Final 

Period of Investigation: 2007 - February 2012 

Basis for Investigation 

In February 2012, both Freddie Mac and Fannie Mae conducted onsite inspections at 
Coastal States Mortgage's (CSM) office located at 600 Corporate Drive, Ft. Lauderdale, 
Florida. The onsite inspections were conducted after Freddie Mac discovered that multiple 
loans in their portfolio for the same property were being serviced by CSM. The GSE's were 
allowed to share portfolio data and determined that CSM was servicing multiple loans on 
the same property in each of the GSE's portfolio. Freddie Mac referred the case to FHFA
OIG and a grand jury case was immediately opened by the USAO in Ft. Lauderdale, 
Florida. 

Allegations and Focus of Investigation 

Based on GSE's review, they determined that CSM was withholding the proceeds of loan 
payoff's and were falsifying the servicing reports submitted to the GSE's on a monthly basis 

indicating these particular loans as current performing loans. Based on the servicing 
contracts with the GSE's, CSM was required to turn over proceeds from loan payoffs within 
48 hours. 

The focus of the FHFA-OIG investigation was as follows: 

Distribution: 

Inspector General 

Ass't U.S. Attorney 

Other (specify below) 

No. 

(b )(7)(E) 

Case No. 1-12-0115 

Signature of Person Making Report 

Signature of Person Examining Rep~ (b )(7)(C) 
Title Umce ( cdy) 

Div. Office Date of Report 
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Report of Investigation continued 

Case Title: Coastal States Mortgage 
Case Reference No.: 1-12-0115 

Prosecutive Disposition 

In June 2013, FHFA-OIG recommended the prosecution od (b )(7)(C) I 
I (b)(7)(C) ho the USAO in Ft. Lauderdale, Florida for vjolatjons of Tjtle 18 U.S.C. § 1343 ~nd 

Title 18 U.S.C. 1349. Prior to this recommendation,! (b )(7)(C) J 
(b )(7)(C) 

Earl on in the investi ation, bot~ (b )(7)(C) I obtained defense counset (b )(5) 
.................................... ~ ...... --__.USAO. On July 11 , 2013, the USAO filed an Information charging 

(b )(7)(C) with a violation of Title 18 U.S.C. § 371. 

On August 5, 20131 (b)(7)(C) lplead guilty to the Information.I (b)(7)(C) lwas sentenced on 
October 15, 2013 to 60 months in prison. 

Although evi~ence ~as obtWn:c1t9~11ooorf the participation oi (b )(7)(C) I in the twilight 
of the conspiracy w1thl ~ b )l 7 ll Cl _when attempts were made to cover up the 
scheme from Freddie Mac, the USAO declined to prosecut~ (b )(7)(C) I 
Based on all evidence reviewed and information obtained froml (b)(7)(C) lno other 
CSM employee was found to be actively involved in the conspiracy. 

Systemic Implications 

The GSE's suffered significant losses as a result of their inability to share information as to 
their portfolio inventory. CSM, a mortgage loan servicer being utilized by both GSE's was 
able to continue a fraud scheme for over 5 years, withstand indeQendent audits and utilized 
over 274 million of the GSE's money for their own financial gain. f 

(b )(5) 

Details of Investigation 

The United States Attorney's Office and FHFA-OIG began a criminal investigation in 
February 2012 regard ing the alleqed fraudulent practices beinq conducted bv CSM. Grand 
jury subpoenas/ 1 

(b )(3):(A),(b )(3):Fed. R. Crim. P. 6(e )~ enacted by Act of July 30 ~ 1977 ~ 
Pub. L. No. 95-78~ 91 Stat. 319 
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Report of Investigation continued 

Case Title: Coastal States Mortgage 

Case Reference No. :1-12-0115 

(b )(3):(A),(b )(3):Fed. R. Crim. P. 6(e )~ enacted by Act of July 30 ~ 1977 ~ 
Pub. L. No. 95-78~ 91 Stat. 319 
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FEDERAL HOUSING FINANCE AGENCY 
OFFICE OF INSPECTOR GENERAL 

Report of Investigation (ROI) 

Title: I (b )(7)(C) IEt. Al. 

St. Louis, MO 

Type of Investigation: Criminal 

Type of Report: Final 

Period of Investigation: August, 2012 to February, 2013 

Basis for Investigation 

This investigation was opened on August 15, 2012 as a joint investigation with the Federal 

Bureau of Investigation (FBI), the United States Postal Inspection Service (USPIS), Special 

Inspector General for Trouble Asset Relief Program (SIGTARP) , and the United States Secret 

Service (USSS). 

The joint investigation was into subjects I (b )(7)( C) ~or defrauding multiple 

Federal Home Loan Bank Members (FHLB - Members) and hard money lenders in order to 

continue their real estate business. 

Loss was estimated at approximately $10 million with 455 know properties involving twenty (20) 

FHLB - Members. 

Allegations and Focus of Investigation 

Bank Fraud/Wire Fraud/False Statements 

Details of Investigation 

The subject's model was to purchase and rehabilitate properties using short-term loans from hard 

money investors. They would repay the short term loans by receiving conventional financing from 

local financial institutions. The subject's would pay off those local institutions by renting the 

properties and within fifteen (15) years own the properties. 

(b )(3):(A),(b )(3):Fed. R. Crim. P. 6(e )~ enacted by Act of July 30 ~ 1977 ~ 
Pub. L. No. 95-78~ 91 Stat. 319 

Distribution: 

Inspector General 

Ass't U.S. Attorney 

Other (specify below) 

No. Case No. 1-12-01 78 I 
Signature of Person Making Report._ ____ (_b_)_(7_)(_C_) ___ __. 
Signature of Person Examining Report ___________ _ 

Title Special Agent Office (city) St. Louis, MO 

Div. Office Northeast Reqion Date of Report May 21, 2014 

OFFICIAL USE ONLY 
This document contains neither recommendations nor conclusions of the Federal Housing Finance Agency Office of Inspector 
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Case Title: I (b)(7)(C) IEt. Al. 

Case Reference No.: 1-12-0178 

I (b)(3):(A),(b)(:):Fed. R. c nm. P. 6 I 
. ( ej. enacted bl'. Act of July 30 , 197 . 

Prosecutive Disposition 

Report of Investigation continued 

This case was originally opened prior to learning being a FHLB - Member is not a nexus. Upon 

learning this , document demands were sent to both GSE's. FHFA-OIG's inquiry disclosed no loss 

to the GS E's. This is because Freddie Ma<l (b )( 4) I 
and none of the loans were sold to Fannie Mae as they were business loans and kept on the local 

financial institutions books. 

Systemic Implications 

None 
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Title:I (b )(7)(C) 
Saint Louis, MO 

Type of Investigation: Criminal 

Type of Report: Final 

FEDERAL HOUSING FINANCE AGENCY 
OFFICE OF INSPECTOR GENERAL 

Report of Investigation (ROI) 

Period of Investigation: 2013 - 2014 

Basis for Investigation 

~~~m*~i n:.1.11i iated after the U.S. Postal Inspection Service contacted FHFA-OIG and 
1'7t:~~"7?~..l.::.Ll..:....J.~~-r as an employee or authorized representative of Fannie Mae. At the time, 

as representing that she was selling a Fannie Mae "REO" property and she accepted 
....... ......,,..,...,, ~..-!.rom an individual as a down payment on the property. The individual did not receive the 

property as promised. 

Allegations and Focus of Investigation 

Fannie Mae - False representation and using Fannie Mae's name in contracts in order to engage in a 

Ponzi scheme and commit wire fraud. 

Details of Investigation 

The investigation revealed thad (b)(7)(C) lwas not an employee or authorized representative e Fanoje 
Mae. The investigation also revealed tha4 (b)(7)(C) J,vas committing fraud on a larger scale. (b)(7)(C) 

represented to real estate investors in Missouri and California that she was authorized to sell 
packages of foreclosed properties tor Fannie Mae and other banking institutions. She informed 
investors they were required to make an earnest payment in order to submit a bid on the packages of 
investment properties. 

(b)(3):(A),(b)(3):Fed. R. Crim. P. 6(e). enacted by Act of July 30. 1977. Pub. L. No. 95 
-78. 91 Stat. 319,(b)(7)(C) 

Distribution: No. Case No. 1-13-0239 

Inspector General Signature of Person Making Report ___ __,.....------.,_ __ 

Signature of Person Examining Report __ I (b )(7)(C) 
Titlel (b )(7)(C) I Office St. Louis, MO 

Div. 01 Date of Report AuQust 21 , 2014 
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Case Title: I (b)(7)(C) 
Case Reference No.: 1-13-0239 

Prosecutive Disposition 

Report of Investigation continued 

On March 13, 2013J ( b )( 1 )( C) b as indicted by a grand jury sitting in U.S. District Court in the 
Eastern District of Missouri, alleging six counts of wire fraud and one forfeiture count. On September 
26, 2013j (b )(7 )(C) I pied guilty to all six counts of wire fraud and one forfeiture count. 

In the plea agreemen~ (b)(7)(C) !admitted that from 201 o to 2012, she engaged in a scheme to defraud 
individuals by falsely purporting to have contracts with Fannie Mae and banking institutions to sell 
packages of REO ro erties as well as individual foreclosed properties on behalf of the banks and 
Fannie Mae (b)(7)(C) required individuals to wire earnest money for individual and bundled Fannie 
Mae and otfier orec osed properties (b)(7)(C) resented fictitious documents purporting to be Fannie 
Mae documents as well as other leg1t1mate usmesses.I (b)(7)(C) ~btained large down payments 
(hundreds of thousands of dollars) from investors/victims who thought they were paying for bundled 
packages of various foreclosed properties! (b)(7)(C) I failed to deliver the properties to the investors 
and admitted she had no connection with the properties. After realizing they had been defrauded, 
investors and home buyers requested their money back (b)(7)(C) ade partial pa ments to previous 
investors with money she received from newly defraude investors. Since 2011 (b)(7)(C) received 
over $4 million from her real estate Ponzi scheme and caused losses of over $2.4 million. 

On August 19, 20141 (b)(7)(C) lwas sentenced to 78 months in prison and ordered to P,a 2 499,988 
restitution and a fine of $5000 in U.S. District Court in the Eastern District of Missouri. (b)(7)(C) was 
ordered to forfeit money and assets purchased as a result of the illegal activity to include two 
Mercedes Benz vehicles previously seized, and her $50,000 bond. 

Page 2 



~ 
~ 

Title (Name and Address): 

FEDERAL HOUSING FINANCE AGENCY 
OFFICE OF INSPECTOR GENERAL 

Report of Investigation (ROI) 

First Look Program, Detroit Lakes, MN 

Type of Investigation (type one or more: Criminal, Civil, Administrative): Criminal 

Type of Report (type one: Final, Interim, Supplementa~: Final 

Time Period That Fraud Occurred: May 2012 

Basis for Investigation 

This investigation was initiated based on a referral received from the Federal Home Loan 

Mortgage Corporation (FHLMC), Financial Fraud Investigation Unit, which alleged both borrower 

and buyer misrepresentations, which led to a violation of FHLMC's First Look Initiative ("First 

Look") and the subsequent sale of an Real Estate Owned (REO) property at a $136,700 loss. 

FHLMC provided a Law Enforcement Referral Report that alleged I (b )(7)(C) 
who purchased the REO property, and I (b l!7l(Cl l the FHLMC borrower mislead 
FHLMC through the REO proceedings. I (b (7)(C) I 

I (b)(?)(C I mortgage went into default, and the REO property was later purchased b~ {b ){I )(C) I 
through FHLMC First Look REO program. The report also alleged that the real estate agent 

representing FHLMCI (b )(7)(C) l and did 

not disclose this Non-Arm's length transaction. 

Allegations and Focus of Investigation (Note: CIGIE requires a specific statutory citation) 

18 U.S. Code § 1344: Whoever knowingly executes, or attempts to execute, a scheme or 
artifice-

(1 ) To defraud a financial institution ; or 
(2) To obtain any of the moneys, funds, credits, assets, securities, or other property owned by, or 
under the custody or control of, a financial institution, by means of false or fraudu lent pretenses, 
representations, or promises. 

Distribution: 

Inspector General 

Ass't U.S. Attorney 

Other (specify below) 

No. Case No. 1-13-0305 

Signature of Person Making Report _ _, 

Signature of Person Examining Report 
~ .... --~~~~~~~--(b )(7)(C) 

Tit I e Office (city) Chicago, IL 

Div. Office Midwest Date of Report 10/20/2014 

OFFICIAL USE ONLY 
This document contains neither recommendations nor conclusions of the Federal Housing Finance Agency Offi ce of Inspector 
General. It is the property of FHFA-OIG and neither the document nor its contents should be disseminated without prior 
FHFA-OIG authorization. The information contained within is sensitive and potentially constitutes personally identifying 
information, and the recipient of the information must have adequate safeguards in place to protect the infom1ation. 



Report of Investigation continued 

Case Title: First Look Program, Detroit Lakes, MN 
Case Reference No.: 1-13-0305 

Details of Investigation 

Records from Federal National Mortgage Association, Federal Home Loan Mortgage Corporation, 

Bank of AmericdRl.6~~~A~.l~r~::~~c lcornerStone Bank, First Security Bank, Lake Region Electric 

Cooperation, and The Title Company were acquired and reviewed. The documents substantiated 

the allegation thad (b )(7)(C) !violated the Federal Home Loan Mortgage 

Corporation's First Look Program, and that materially false statements were made to trick the 

FHLMC into authorizing the sale of the REO property td (b)(7)(C) lwho wasl (b)(7)(C) I 
I (b)(7)(C) to the seller. However, the United States Attorney's Office for the District of Minnesota, 

declined to prosecute th is investigation because there was no apparent pattern of continual fraud 

or misrepresentations. It appeared to be a single incident. 

Prosecutive Disposition 

Declined by Assistant United States Attorney, Nick Chase, United States Attorney's Office for the 

District of Minnesota. 

Systemic Implications 

None 
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FEDERAL HOUSING FINANCE AGENCY 
OFFICE OF INSPECTOR GENERAL 

Report of Investigation {ROI) 

Title: (b )(7)(C) IEt. Al. 

Cape Girardeau, MO 
Type of Investigation: Criminal 

Type of Report: Final 

Period of Investigation: August, 2013 to April , 2014 

Basis for Investigation 

Allegations were madel (b )(7)(C) I misrepresented income and employment in order to 
secure a $417,000 mortgage loan. 

Allegations and Focus of Investigation 

Freddie Mac - Bank Fraud/Wire Fraud/False Statements 

Details of Investigation 

1) Time Line 

On .... I ______ __.(_b ..... )(_7 ..... )(_C..._) ______ ___.I· for $1 .5 Million which 

consisted of a $1 Million loan from CIT Small Business Lending Group; $160,000.00 cash 

injection from~ and a $425,000 seller's carry back note. 

(b )(7)(C) . On (b )(7)(C) 

closed on a property located at b 7 C Cape Girardeau, MO for $417,000 . .___ ....................... ___ _ 
On January 18, 2008, the loan was purchased by Freddie Mac. 

(b )(3):(A),(b )(3):31 U .S.C. § 5319 (Bank Secrecy Act),(b )(7)(C) 

On October 11, 2011, the property was foreclosed upon. 

On February 16, 2012 the Circuit Court of Cape Girardeau entered a Judgment stating the 
-(b-)(-7-)(_C_)_lunlawfully detained the premises atl (b )(7)(C) I cape Girardeau, MO. 

Distribution: 

Inspector General 

Ass't U.S. Attorney 

Other (specify below) 

No. Case No. 1-13-0311 

Signature of Person Making Report -I 
Signature of Person Examining Report-I (b )(7)(C) 
Title Special Agent in Charge Office (city) St. Louis, MO 

Div. Office NE Reoion Date of Report April 15, 2014 

OFFICIAL USE ONLY 
This document contains neither recommendations nor conclusions of the Federal Housing Finance Agency Office of Inspector 
General. It is the property of FHFA-OIG and neither the document nor its contents should be disseminated without p1ior 
FHFA-OIG authorization. The information contained within is sensitive and potentially constitutes personally identifying 
information, and the recipient of the information must have adequate safeguards in place to protect the infomrntion. 



Report of Investigation continued 

Case Title l (b )(7)(C) I Et. Al 

Case Reference No.: 1-13-0311 

On June 29, 2012, a REO Sale closed on the property in which Freddie Mac sustained a 

$89,385.08 loss ($56,249.22 in lost interest and $33, 135.86 on the loan). 

2) Review of Documents & Interviews 

On his loan application ,~did not mark self-employed, stated me made $15, 166.67 a month, 

did not list the $1 Million dollar loan from CIT Small Business Lending Group or the $425,000 

seller's carry back note from the purchas~ (b )(7)(C) I 

(b )(3):(A),(b )(3):Fed. R. Crim. P. 6(e )~ enacted by Act of July 30 ~ 1977 ~ 
Pub. L. No. 95-78~ 91 Stat. 319,(b)(7)(C) 

I (b)(7)(C) !provided two documents in the mortgage application signed..:;:b~ ... (_b .. )( ... 7..,) .. (C......,) ......_T.:..:h.:.:;e first 

was a Verification of Employment (VOE) in which it is represented (b )(7)(C) The 

second is a letter explaining the $9,000 check was a quarterly bonus payment. On January 21, 

2014, as interviewed and stated he had never seen or signed the documents provided 

b in the loan application. 

(b )(3):(A),(b )(3):Fed. R. Crim. P. 6(e )~ enacted by Act of July 30 ~ 1977 ~ 
Pub. L. No. 95-78~ 91 Stat. 319,(b)(7)(C) 

I recommend this case be closed as it has been declined by the United States Attorney's office for 

the Eastern District of Missouri and the statute of limitations has passed for local prosecution. 

Prosecutive Disposition 

On August 23, 2013 the case was accepted by AUSA White Collar Supervisor Reginald Harris 

and assigned to AUSA Charles Birmingham. The case was declined on April 10, 2014 by AUSA 

Birmingham as prosecution would not serve a substantial federal interest. 

Systemic Implications 

None 
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Title: 

Type of Investigation: 

Type of Report: 

Period of Investigation: 

Basis for Investigation 

FEDERAL HOUSING FINANCE AGENCY 
OFFICE OF INSPECTOR GENERAL 

Report of Investigation {ROI) 

FAIRFAX COUNTY PUBLIC INTEGRITY INVESTIGATION 

CRIMINAL 

FINAL 

April 16, 2012 through June 18, 2014 

FHFA-OIG received a request from the Federal Bureau of Investigation (FBI), Northern 
Virginia Resident Agency to join a public inte rit Fairfax County 
Police Department (FCPD olice officer FBI received an 
anon mous letter alle in b 7 C FHA loan b 7 C 

(b )(7)(C) (b )(7)(C) 
b 7 c 

(b )(7)(C) resulting in an unnecessary loss to Fannie Mae on April 16, 2012. 

Details of Investigation 

Loss to the GSEs: 

Fannie Mae suffered a loss of $43,311 as a direct result of the .... I __ (._b ..... )( ..... 7 ..... )( ..... C ..... ) __ .... 

Analysis of Records: 

(b )(3):(A),(b )(3):Fed. R. Crim. P. 6(e )~ enacted by Act of July 30 ~ 1977 ~ 
Pub. L. No. 95-78~ 91 Stat. 319,(b)(7)(C) 

Distribution: 

Inspector General 

Ass't U.S. Attorney 

Other (specify below) 

No. Case No. 1-1 4-0358 .------------. 

Signature of Person Making Report I (b )(7)(C) I 
Signature of Person Examining RepJ ... __________ ~r 
Title Special Agent in Charge Office (city) Washington DC 

Div. Office Office of lnvestiqations Date of Report 08/05/2014 

OFFICIAL USE ONLY 
This document contains neither recommendations nor conclusions of the Federal Housing Finance Agency Office of Inspector 
General. It is the property of FHFA-OIG and neither the document nor its contents should be disseminated without p1ior 
FHFA-OIG authorization. The information contained within is sensitive and potentially constitutes personally identifying 
information, and the recipient of the information must have adequate safeguards in place to protect the infomiation. 



Report of Investigation continued 

Case Title: Fairfax County Public Integrity Investigation 
Case Reference No.: 1-14-0358 

(b )(3):(A),(b )(3):Fed. R. Crim. P. 6(e )~ enacted by Act of July 30 ~ 1977 ~ 
Pub. L. No. 95-78~ 91 Stat. 319,(b)(7)(C) 

(b )(3):(A),(b )(3):Fed. R. Crim. P. 6(e )~ enacted by Act of July 30 ~ 1977 ~ 
Pub. L. No. 95-78~ 91 Stat. 319,(b)(7)(C) 

Interviews: 

FCPD informed the FBI that (b )(7)(C) 
In addition (b)(7)(C) xplained that it 

Seterus, the servicer for the mortgage onl (b )(7)(C) I conducted a financial 
review of (b )(7 C A re resentative from Seterus was interviewed 
and told investigators that (b )(7)(C) had no relationship with 
him obtaining approval for his short sale. In addition, the agents were informed that 

I (b )(7)(C) lwas not required to disclose b 7 C in his application for a short 
sale becaus (b )(7)(C) Seterus also 
stated tha (b )(7)(C) should have disclosed his mortgage debt on th .......,.. .......... ..,..,..,, ......... ~~--'----' 

(b )(7)(C) If b 7 C 
disclosed that these debts were jointly held, his debt to income ratio may have decreased 
possibly influencing the approval of his requested short sale. 

Representatives from Fannie Mae involved in the ariproval of I (b)(7)(C) lshort sale 
were interviewed and told investigators tha~ (b )(7 (C) lshort sale was not part of the 
Making Home's Affordable (MHA) program. Rather, it was deemed a, "traditional short 
sale." Fannie Mae evaluated and concluded that he would not be 
able to make his mortgage patments for the (b )(7)(C) Fannie Mae 
did not require! (b )(7) C) Ito be included in his short sale application. 

Fannie Mae relied on a credit re art for that did not 
show 

b 7 C Fannie Mae's decision to approve the short sale may have 
changed if they had known that the mortgage debt on thel (b )(7)(C) 

I (b )(7)(C) I 
Page 2 



Report of Investigation continued 

Case Title: Fairfax County Public Integrity Investigation 
Case Reference No.: 1-14-0358 

(b )(3):(A),(b )(7)(C) 

Fannie Mae reviewed the short sale offer against what they believed the I (b )(7)(C) I 
I (b )(7)(C) lwas worth and what the market performance at that time for that particular 
area. Fannie Mae also compared the offer of this purchase to some internal numbers 
and because realtor's commission and closing costs were reasonable they approved this 
short sale. 

was (b )(7)(C) for both the 
b 7 c 

told 

(b )(7)(C) 

submitted a form to Seterus titled "Third Party Web Authorization Confirmation" 
b 7 c 

had intended to 
(b )(7)(C) 

FHFA-OIG and the FBI attempted to interview! (b )(7)(C) ~e made no statements and 
requested legal representation. 

Prosecutive Disposition 

Case was declined on June 18, 2014 by Assistant United States Attorney (AUSA) 
Matthew Burke, United States Attorney's Office for the Eastern District of Virginia 
(EDVA) .. 

Systemic Implications 

None. 
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Report of Investigation continued 

Case Title: Fairfax County Public Integrity Investigation 
Case Reference No.: 1-14-0358 
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(b)(3) :(A),(b)(3) :31 U .S.C . § 5319 
(Bank Secrecy-Ac!),(b)(S) 

·················-.. 

FEDERAL HOUSING FINANCE AGENCY 
OFFICE OF INSPECTOR GENERAL 

Report of Investigation {ROI) 

Title: FY2014 .... I __ ··--_ .... ____ !REVIEW: NORTHEAST REGION 

Type of Investigation:! l5R3J :(A),(~~1~~~~~~~jJti1j8~319 (Bank !Review 

Type of Report: Final 

Period of Investigation: March 24, 2014 through September 30, 2014 

Basis for Investigation 

The Federal Housing Finance Agency- OIG (FHFA-OIG) authority to investigate is set forth in 

the Housing and Economic Recovery Act of 2008 ("HERA"), 12 U.S.C. 451 ?(d), and the Inspector 

General Act of 1978, as amended, 5 U.S.C. App.3. 

Allegations and Focus of Investigation 

(b)(3):(A),(b)(3):31 U.S.C. § 531 9 (Bank Secrecy Act),(b)(8) 

Details of Investigation 

(b)(3):(A),(b)(3):31 U.S.C. § 531 9 (Bank Secrecy Act),(b)(8) 

Beginning in April 2014, the analyst support team provided the Northeast Region with Fraud 
Reports relating to the Region. The reporting agent and Special Agent in Char e Steven Perez 

A P r z r viewed these re orts. After this review was com leted 

(b )(7)(E) 
SAC Perez assigned an agent to complete this urt er review. 

Information for this further review was provided to the agent assigned by the reporting agent. 

Distribution: 

Inspector General 

Ass't U.S. Attorney 

Other (specify below) 

No. Case No. 1-14-0383 ~ 
Signature of Person Making Report (b )(7)(C) 
Signature of Person Examining Report_-i....--=---------' 
Title Special Agent in Charge Office (city) Newark, NJ 

Div. Office Northeast Reqion Date of Report October 14, 2014 

OFFICIAL USE ONLY 
This document contains neither recommendations nor conclusions of the Federal Housing Finance Agency Office of Inspector 
General. It is the property of FHFA-OIG and neither the document nor its contents should be disseminated without prior 
FHFA-OIG authorization. The information contained within is sensitive and potentially constitutes personally identifying 
information, and the recipient of the information must have adequate safeguards in place to protect the infom1ation. 



Report of Investigation continued 

(J~~~lJ~;~l§ C.as.eTitle: .. FY2014._l_·····-· ____ ..... IREVIEW: NE REGION 
5319 (Bank Seer Case Reference No.: 1-14-0383 

(J~~~lJ~·~l§~~Q~~~~°.~~~~~~~d~~f:~~~1.a~~~t~n;~(~~ be~~~)~( ~~a~~n~e~~r~~~~; tt~: ~~~~:!s~u~~~i~~ea~~ 
5319 (Ba~k seea spreadsheet to be completed and forwarded to the analyst support team regarding the 

disposition of the Northeast Regional review of the=and Fraud Reports. 

In July of 2014, the Mid-West Re ion was formulated. A separate proactive case was opened by 
the reporting agent titled FY2014 5319 B~nk s~eree. ft.~t REVIEW: MID-WEST REGION, 1-14-0431 . 

The monthly=Fraud Reports received from June through September 2014; were reviewed b 
the reRortin a ent and SAC Steven Perez. After this review was co 

(b )(3):(A),(b )(3):31 U .S.C. § 5319 (Bank Secrecy Act),(b )(7)(E),(b )(8) 
SAC Perez assigned an agent to complete this .....,--:',.......------r-------....... --....... ..-u rt er review. 1s process was ocumen e in the monthly Northeast spreadsheets submitted 

to FHFA OIG headquarters through the analyst support team. 

(b )(7)(E) 
0 

separa e inves 1ga ions were opene 
conducted. 

(b)(3) :(A),(b) 
epor rev1.e.ws t3J,34 u.s.c. § 

Further inquiries by assigned agents regarding Northeast FY20141 (~?:(~~l lFr port reviews 
were documented in this case file. One review determined that subjects o th raud Report 
were subjects in FHFA OIG investigation 1-1 - eviews of I (b )(3) fraud reports were still in the process The two 
outstandin reviews will be completed under the new A b :3 raud Report case FY2015 
5319 Bank seeree A~t · b EVIEW: NORTHEAST REGION case or' ocumented in a separate case 
management system complaint or investigative case file as determined. 

Prosecutive Disposition 

This case was opened only to document the review o{J~EJrnd Fraud Reports from the GSE's 
and FHLB's therefore prosecutive disposition was not applicable. 

Systemic Implications 

There were no systemic implications identified during the course of this case being active. 

5319 (Bank Seer 
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Title Citi RMBS 

Type of lnvest1gat1on C1v1I 

Type of Repor1 Final 

FEDERAL HOUSING FINANCE AGENCY 
OFFICE OF INSPECTOR GENERAL 

Report of Investigation (ROI) 

Penod of lnvest1gat1on: June 19, 2012 - October 24 2014 
-------------------------· 

Basis for Investigation 

The instant investigation was initiated on June 19, 2012, 1n collaboration with United States 
Attorney's Office, Eastern District of New York. as part of the Presidentially mandated 
Residential Mortgage Backed Securities (RMBS) working group, to investigate Citibank's 
(C1ti) practices relative to their creation and sale of RMBS and collatera lized debt obligations 
(COO). 

Allegations and Focus of Investigation 

In 2006 and 2007, Citi securitized and sold RMBS 

In various RMBS offenn s, Citi told investors that the loans 1t secunt1zed were as follows 

The focus of this immediate investigation was on Citi's securitization process and types of 
loans which comprised Citi secunt1zed pools. Cit1 purported to engage in arms-length and 
independent transactions from its Due Diligence vendors. The investigation determined that 

D1strtbut10n 

Inspector General 

Asst U S Attorney 

Other (specify below) 

No Case No 1-12-0161 

S gnatl re P~·~on rJ1ak1ng Report _ _l!!lll!!l!--~'.=::===--
S1gna i..re Jf Person Exarmning Report_ • - ·--=-= 

T1 °- Office ,c1 y Newark NJ 
Div Off1~t. New York Region Date of Report 10/24/201 4 

UJ f ICI \L l 'L O"'L' 
This document contains nei1her recommendations nor conclusions of the Federal Housing Finance Agency Office of Inspector 
General 11 is the propert)- of fl If A-OIG and neither the documem nor its contents should be disseminated \\ ithout prior 
Fl IF i\-OIG authori1ation. The information contained \\ ithin is sensitive and potentinll) constitutes persona II) identif) ing 
infom1ation. and the recipient of the infonnarion must haH adequate safeguards in place 10 protect the information. 



Report of Investigation continued 

Case Tille CITI MORTGAGE RCSIDE TIAL MORTGAGE BACKED SECLRlTlES 
Case Reference No 1-12-0161 

Clti manipulated the due diligence process. For example, former employees of Cit1 formed 
one of the due diligence vendors that performed due diligence work for Citi. Citi employees 
were present on-site during due diligence underwriting reviews of various originators from 
which Cit1 had purchased pools of loans. C1t1 caused due diligence providers to manipulate 
its due diligence results . When Due Diligence providers provided C1t1 with its due diligence 
results reflecting loans were not secuntizable (e.g, loans graded EV-3), C1t1 waived those 
loans into securitizations without any compensating factors 

Citi also used a due diligence process to assess the re orted values of the properties that 
served as collateral for the mortgage loans 

In certain instances. Citi securitized loans that its vendors had reported exceeded 
Citi's valuation tolerances or where the vendor's valuation determination exceeded the 
reported or appraised value. 

. Regardless, Citi securitized these deals anyway. 

As an example, in three CML Tl RMBS deals issued and underwritten by Cit1 in 2006, Citi's 
due diligence vendors reported to C1ti their findings that loans in the samples had not been 
originated in compliance with underwriting guidelines and with applicable federal law and 
regulations. Certain of these loans were missing documentation, such as HUD-1 documents 
that Cit1 had told the vendor were necessary There were also issues on these deals with a 
high percentage (29%) of the sampled loans had been graded EV3. which was a grade 
designated for loans that did not meet underwriting guidelines. However, Citi securit1zed the 
loans from these pools that had not been re1ected at the end of the due diligence process in 

the three RMBS. 

The Government Sponsored Enterprises (GSE s), namely, Federal National Mortgage 
Association (Fannie Mae), The Federal Home Loan Mortgage Corporation (Freddie Mac), 
and the 12 Federal Home Loan Banks. were victim investors as they invested millions of 
dollars in multiple C1ti RMBS deals, which ultimately declined significantly in value by 2008. 

Details of Investigation 

The examination of millions of records, including email communications. etc., showed a 
significant percentage of Citi loans failed to meet underwriters' guidelines or compliance with 
lending laws The analysis of C1t1 records were primarily conducted by FHFA-OIG contract 
Attorneys 
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Report of Investigation continued 

Case Title Cl r I MOR I GAliL RESIOE\JT IAL MORTGAGE BAC"-.[0 <\FCl IRITTF. 
Case Reference Ne 1-12-0161 

There were numerous interviews conducted by FHFA-OIG Special Agent (b) (7)(C) 
~f Whistleblowers, and witnesses, including but not l1m1ted to former and current 
employees of Cit1, rn addition to employees of C1ti's due diligence vendors. Furthermore, 
interviews were conducted by the RMBS working group, including State Attorneys General 
prosecutors, of due diligence vendor employees from IGJIQI. and other providers that 
provided services for Cit1. 

On June 19 2012, FHFA-OIG 1dent1fied Citi RMBS tranches in relation to investments made 
by the GSE's. 

Additionally, through deal-level analysis, the investigative team established evidence against 
Cit1, allegedly showing that Cit1 was liable when Citi acted as the lead underwnter on 116 
RMBS deals worth a total of approximately $30 billion In terms of a civil complaint. there 
was a collective decision to prepare a civil complaint against C1t1 on a total of around 50 
deals worth approximately tens of billions of dollars (See attached Appendix 1 to Statement 
of Facts) 

Numerous conference calls and meetings were conducted to discuss the investigation and 
investigative strategy These conference calls and meetings occurred at various times 
throughout this investigation with FHFA OIG Special Agents {SA) (b) (7)(C) 

, SA . and the following investigative representatives: Eastern 
ork USAO, Assistant United States Attorneys {AUSA) 

. Colorado USAO, AUSA's 
FHFA OIG Senior Polley Advisors/Attorneys David Seide and 

Robert Hinkley; and FHFA contract Attorneys. 

On June 19 2012, the investigative team identified C1t1 RMBS tranches for further analysis. 
Also on June 19, 2012, 

On September 26, 2012 
was telephonically interviewed was interviewed regarding the 

structure of Citi as it related to the process of underwnting and mortgages 

On November 26, 2012, (b) (7)(C) 

rwIMW was interviewed regarding C1ti's 

underwriting practices 

On November 28, 2012, (b) (7)(C) 

was interviewed regarding Citi's 

Credit Policy dunng the time of secuntizatJons 
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Report of Investigation continued 

case Tillt. CIT! MORTGAGF RfSIDF"iTIAL MORTGAGF BACKFD 'iFCURI rtLS 
Case Ref:rln~e J 1-12-0161 

On July 18. 2013. a subpoena was served on MDMC, a company that provided RMBS 

related services to Citi , for production of its records 

On July 10 2013, case agent IUJldll+JI met with (b) (?)(C) 
regarding expected witness and investor interviews. AUSAs provided case agent with a list 
of Cit1 investors throughout EDNY to be identified and interviewed 

On August 12 and 13, 2013. ppp 
. was interviewed at USAO-EDNY regarding underwriting practices at Citi. 

was interviewed 
and the structure of Citi's mortgage business flow, 

interviewed regarding C1tl RMBS investment decisions. 

On September 18 and 19, 2013, EM was telephontcally interviewed regarding various Citi 
RMBS deals 

On September 24, 2013 IWIJ was telephonically interviewed regarding Quality Assurance 
(QA) at Citi 

On October 9 and 17, 2013. (b) (?)(C) 
, was telephonically interviewed On October 30. 2013 a follow up 

interview was conducted wrth mp at the USAO. Civil Division, Washington DC. WI 
was interviewed regarding Cit1 RMBS investment decisions. 

On November 19, 2013, a Civil Demand meetmg was held at EDNY along with among 
others, Ctti 's . FHFA-OIG Acting Inspector General Michael 
Stephens FHFA-OIG Deputy Inspector General for Investigations Peter Emerz1an. Assistant 
Deputy Inspector General for Investigations Rene Febles (b) (?)(C) 

. AUSA made a powerpoint presentation and 
highlighted Citi RMBS losses at approxfmately $30 billion. 

Beginning in December 2013, (b) (?)(C) , started 
reviewing evidence on Citi to probe any violations of criminal statutes. 
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Report of Investigation contmued 

Case Titlt.. CIT! MORTGAGE RESJO["\:TIAL MORTGAGE BACKED SCClJRIT!ES 
Case Re renc. ~ 11 0 1-12-0161 

On June 11 , 2014, (b) ( 5 ) 

On July 14, 2014 Attorney General Holder. along with Deputy Attorney General Tony and 
FHFA-OIG Acting Inspector General Michael Stephens, announced at a DOJ press 
conference, a S7 billion settlement by Citibank in connection with its creation and sale of 
RMBS. This settlement 1s comprised of $4 billion in cash penalty to DOJ; $2.5 billion in 
consumer relief (See attached Annex 2); and $500 million to state attorneys general , and 
FDIC (See attached Settlement) C1ti also provided a Statement of Facts (See attached 
Statement of Facts) as part of its settlement This settlement 1s 1n lieu of DOJ fi ling a civil 
lawsuit against Citibank. 

On August 1, 2014, the reporting agent gave a PowerPoint presentation on Citi RMBS to the 
Bank Fraud Working Group (BFWG) at FDIC Arlington, VA. There were a total of 
approximately 50 attendees from FHFA-OIG, SIGTARP, FDIC, OCC, FBI, and USAO/DOJ. 

Prosecutive Disposition 

Pursuant to protracted negotiations between counsel for Citi and the United States 
Department of Justice (USDOJ), respectively, and in lieu of the filing of a civil complaint 1n 
US District Court seeking to hold Citi liable for the sale of tens of billions of dollars of faulty 
RMBS, a settlement was reached on July 14, 2014. The settlement reached entailed Citi to 
pay $7 billion, which 1s comprised of a $4 billion cash penalty to DOJ $2.5 billion in 
consumer relief, and $500 million to state attorneys general, and the FDIC. This settlement 
resolved all allegations related to the instant investigation 

Systemic Implications 

None 
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