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X # X nth X (Credit Default Swaps)

Primary Market
Secured Credit Obligation (SCO) SCO Broker Secondary Market
Negotiable Promissory Note - UCC 3 (Funding Source)

Security Instrument (Lien Laws) A
* Interim Funding )
Conveyance of Title (COT)
Concurrent With Electronic Copy (ESCO) _
Receipt of Funds - Secured Credit Obligation AR;‘;':C%
\ / Negotiable Promissory Note Review
A Security Instrument
Seller of Tangible (SOT) % ~
Property .. \
Personal or Real Sponsor/Seller/Securitizer
: Owner/Holder of NPI as Collateral
Credit Default Swap #1 y .
Credit Enhancement Investor’s Certificates
UCC Article 9
- Real Estate Conveyance (REC) I ‘/ Multiple ESCO’s Aggregated \‘
. ) ) Collateral for NPI ->UCC 3/LLJ
Compliance with Applicable ESCO Senvicing S _
\_  FederalfSwieflocalLaws Pooling & Servicing Agreement
4 Servicing Fees Sale of ESCO to Depositor
Personal Property Conveyance (PPC) Payment Intangible o
_ _ . (Esco) True Sale ESCO
Compliance with UCC Art 9 Sponsor/Seller/Securitizer
\\ / ‘ Credit Default Swap #2 ? To
/ . . \ Depositor
Negotiable Promissory Note (NPN) Collateral for NP1 ->UCC 3/LLJ
\\
. . Certificate Servici .
Compliance with UCC Art 3 SRS SE
/ Servicing Fees Swa||3: ESCO
Negotiable Payment Intangible (NPI) Payment Intangible “or
\_ (SPI) Certificates
Compliance with UCC Art 9 ‘ Credit Default Swap #3 ? ‘ \ Y,
Security Instrument (SI) \ . .
Real Estate-Lien Perfection $ S;i:g':g:r&daife i
Local Laws of Jurisdiction (LLJ) (Fundin ySource)
Personal Property i
\ UCC Article 9 /
Fannie/Freddie
_ ESCO’s
Certificate Servicing ESCO Servicing ngg?;;iﬂ;?gggnﬁl ‘
Servicing Fees Servicing Fees . . Fannie/Freddie
Payment Intangible Payment Intangible Fannie/Freddie Issuer
(SPI) (ESCO) - Guarantor
Certificates Certificat
Credit Default Swap #3 ? ‘ ‘ Credit Default Swap #2 ? erumicates

Rating Agency reviewed Electronic Supplied Copies of the SCO in evaluating the original obligor’s financial condition. Further
review was lacking which would have disclosed that securitization of a payment intangible appearing to be in compliance with
applicable law was not due to underlying collateral conveyances were not in compliance with applicable laws



Credit Default Swap #1 Credit Rating & Enhancement
SEC Registered Certificates

Sponsor/Seller/
Securitizer

Electronic Copies

Secured Credit Obligations

Credit Default Rating

/

Intangible Payment «—

Rating Agency Review

[y

Multiple ESCO’s Aggregated
Opinion of Counsel
(Option re:recordation)

4 N

TILA, RESPA, etc.,
Verification:
Original Lien Filed of Record
Notices of Compliance within Loan File

Failure to Verify Properly Filed Lien

Stream (i.e., BBB)

Credit Default Rating\
Intangible Payment
Stream (i.e., AAA) )

Y

-~

Secured Credit Obligations

-

~

Electronic Copies

+
Enhanced Rating
Swapped for Certificates
(For Value)

/

/

Certificates
Sold to Investors
(For Value)

A

A

Credit Default Swap

Rating Enhancement}

A

Credit Default Swap
Payable 3" Party

J

Credit Obligor’s
Servicer
(Payment Intangible Receivabl

J

A

Investor’s
Servicer

(Payment Intangible Payable)}

A

Credit Default Swap

Protection
(Payment Intang
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ible) } {

(Probable UCC 9 misinterpretation applied)

Failure to Verify Assignment of Liens
(Probable UCC 9 misinterpretation applied)
Non-compliance with all applicable state laws
and laws of local jurisdiction.

- /

(Review of Electronic copies)

4 N

Mortgage Electronic Registration System
MERS as Nominee For Secured Creditor

Marketable Credit Obligation
Required to Be
(Negotiable Instrument)
UCC Article 3

Payee endorsing in blank, and with the blank
remaining blank, per UCC Article 3, is an
incomplete negotiation of the negotiable
instrument; as such there is failure to convey
rights to enforce the Negotiable Instrument
until such identity is identified as the Indorsee.

The Certificate’s governing documents
provided purchase instructions for
purchasing the Secured Credit Obligations.

These instructions were not complied with and
this non-compliance could possibly have
occurred after initial rating.

- /

Credit Default Swap
Payable 3" Party

-

mcguire@swbell.net



