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(b)(7NC)

the borrowers’ property. |~

Southwest Business Corporation. stated®PC)  |required this company to
compensate Fairbanks with 15% of the earned premium on the properties it sent to Southwest.
(B)X7)(C) |stated he knew of other companies that did this and demanded as much as 25% although
there was some discussion at Fairbanks that it was taking too much. [PX7)C) |stated Fairbanks
also sent homeowners’ insurance business to Balboa Insurance Company, which was part of
Countrywide Home Loans Inc.

tated Fairbanks did busi i ;
FW}C) irbanks did business with a company named

%x_?cgti_ve Committee ——
(bX )(_) 'stated he was a member of the Executive Committee and ®N7C often brought up

the idea of seeking ancillary revenue. Specifically, this was the reason that RRReview was
created.

Dissent = e ‘
(b)7)C)| stated ®X(C) and ®)(7(C) did not agree on the way to run the

company. ()(7)(C) 'stated®7C) _—’ﬁre&f(_b)_(-/)(c?_} as a result of these continuing
disagreements. Specifically, the issues of business and personal expenditures and different
opinions about how to grow the company.

Partial Payments

(B)X7)(C)]stated partial payments were rejected to a suspense account. Specifically, this was part
of the Alltel system and someone at Fairbanks would need to make a decision as to where to
apply the payment (i.c. fees, principal balance etc.). PA7)NC) |stated there were significant system
problems when many of these decisions would not be made and this would create problems for
the borrowers. (®)(7)(C)] stated Fairbanks had a responsibility to its servicing agrecment with each
investor on the priority of items that would be paid off when a payment was received. (b)X7)C)|
stated this would be 1) interest, 2) principal, 3) late fees and 4) other fees.

b)m_((_;_)_]statcd (®)X7HC) was very concerned about the foreclosure timeline at Fairbanks.
(b)(7)C) | stated cach state had its own rules on whether by accepting a partial payment the
foreclosure process was supposed to start over. ()(7)(C)] stated (LX(7)(C) was focused on
Fairbanks beating/exceeding the Freddie Mac forcclosure timelines. (b)X7)C)| stated often
payments went to the wrong department or were received at the cashiers department. (b)7)(C) |
stated this was not intentional.

Combat Collections b)(T)(C

Eb)(7)(c). stated PX7)C) created the combat collections unit, ) ‘ stated this unit
handled collections for Joans that were over 60 days delinquent. b)(7)(C) |stated these borrowers
would receive more phone calls and the Fairbanks customer service representative would try and
establish a relationship with the borrower. (PX7)(C) stated he had a shirt, which was made by
W l which stated “no pay, no stay”. defended the efforts of the combat
collections group as a way to get the borrower to resolve their delinquency problems. b)) |
stated Fairbanks provided the borrower with an educational video tape that offered possible
“solutions” the borrower might use to not lose their home.
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Runoff

Eb)(?)((:) stated the average runoff for a sub-prime portfolio was approximately 30%. The reasons
for the runoff included 1) refinances, 2) borrowers paying off the loans (seldom) and 3) charging
off the balance due to foreclosure. This meant that Fairbanks had to work very hard to replace
this business. Eb)(?)(C) stated, however, that Fairbanks overcompensated and always took on
more business than it could handle.

“West Coast Real Estate

®)(7)(C) stated PH7XC) |required realty companies like West Coast Real Estate to
compensate Fairbanks for the real estate owned (REO) business it provided. Specifically, the
real estate firms were required to pay % of a point back to Fairbanks. WW@? stated the only
firm that would not pay this fce was a Los Angeles company nam ed Freemont Investors.

MBIA

()(7)(C) | stated MBIA insured the bonds that were sold to Wall Street investors and the mortgage
loan portfolios were the collateral or assct that backed the bonds. P)X7)(C) | stated MBIA had a
vested interest in approximately 4,000 FHA loans (originally from IMC, later acquired by
Nemura Securities) that were being serviced by Fairbanks. stated HUD had audited IMC
and found several deficiencies related to the FHA portfolio before they were transferred to

Fairbanks.

First American — - s ,
X)) |stated®"NC) |and®XDC) — Jwere officers of First American. (BX7XC) |
stated First American paid for collection staff located within Fairbanks’ office. Later an issue
developed that these particular employees needed to be relocated into an office building near
Fairbanks in Salt Lake City. ®)N7)(C). was familiar with this event. This group processed
foreclosures, brokers’ price opinions (BPO), audited BPO’s and outsourced title work.
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