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Plaintiff Mortgage Grader, Inc. (“Mortgage Grader”) hereby brings this
action against Costco Wholesale Corporation (“Costco™); NYLX, Inc. (NYLX); and
First Choice Loan Services, Inc. (“First Choice”) for infringement of United States
Patent No.7,366,694 (the “’694 patent™) and United States Patent No. 7,680,728
(the “>728 patent”), and alleges as follows:

NATURE OF THE ACTION AND PARTIES

1. This is an action for patent infringement arising under the patent laws
of the United States, Title 35 of the United States Code.

2. Mortgage Grader is a corporation organized and existing under the
laws of the State of Delaware with its principal place of business in Laguna Niguel,
California.

3. On information and belief, Costco is a corporation organized and
existing under the laws of the State of Washington with its principal place of
business in Issaquah, Washington.

4. On information and belief, NYLX is a corporation organized and
existing under the laws of the State of New Jersey, with its principal place of
business in Mount Arlington, New Jersey.

5. On information and belief, First Choice is a corporation organized and
existing under the laws of the State of New Jersey, with its principal place of
business in Morganville, N.J.

JURISDICTION

6. This Court has subject matter jurisdiction over this action pursuant to
28 U.S.C. §§ 1331 and 1338(a), as this is an action arising under the Patent Act, 35
U.S.C. § 1 et seq.

7. This Court has personal jurisdiction over Costco, NYLX and First
Choice as they collaborate to practice the claimed method and provide mortgage

loans to California residents through the Costco mortgage program.

SECOND AMENDED COMPLAINT
-2- FOR PATENT INFRINGEMENT
No. 8:13-cv-00043 AG AN




Case 8:13-cv-00043-AG-AN Document 33 Filed 09/30/13 Page 3 of 43 Page ID #:342

No R N e Y B S

NS T NS T NG TR NG T NG TR NG TR NG R N T N R S S e e e e e
0O ~1 O b b W R, O N 0N AW N RO

VENUE
8. Venue is proper in this district pursuant to 28 U.S.C. §§ 1391(b),
1391(c), 1391(d), and 1400(b).
FACTUAL BACKGROUND

9. In 2001, Jeff Lazerson invented a novel process and system for
consumers to shop for mortgages online. Some of the important elements of the
patented process and system were simplicity, choice, transparency and direct
access. Mr. Lazerson’s inventions are embodied in the inventions of the 694 and
>728 patents.

10.  The 694 p‘atent is entitled “Credit/Financing Process.” A copy of the
694 patent is attached hereto as Exhibit A.

11.  The application that issued as the *694 patent was filed on July 29,
2002, and the United States Patent and Trademark Office duly and legally issued
the 694 patent on April 29, 2008. The 694 patent claims priority to: U.S. Patent
Application No. 10/139,418, filed on May 6, 2002; Provisional application no.
60/312,919, filed on August 16, 2001; Provisional application No. 60/327,026, filed
on October 3, 2001; and Provisional application No. 60/362,314, filed on March 5,
2002.

12.  The °728 patent is entitled “Credit/Financing Process.” A copy of the
’728 patent is attached to this Complaint as Exhibit B.

13.  The application that issued as the 728 patent was filed on May 6,
2002, and the United States Patent and Trademark Office duly and legally issued
the *728 patent on March 16, 2010. The *728 patent claims priority to Provisional
application no. 60/312,919, filed on August 16, 2001; Provisional application No.
60/327,026, filed on October 3, 2001; and Provisional application No. 60/362,314,
filed on March 5, 2002.

14.  On information and belief, through its website, Costco offers mortgage

services to its members, whereby Costco members can input personal information,

SECOND AMENDED COMPLAINT
-3- FOR PATENT INFRINGEMENT
No. 8:13-cv-00043 AG AN




Case 8:13-cv-00043-AG-AN Document 33 Filed 09/30/13 Page 4 of 43 Page ID #:343

O 0 N1 Y L B W

[\ RN NG TR NG JENN NG T NG TR NG TR NG TR NG TR NG T S S U SV Sy S S T T Yy
00 3 O L kA WD = O O N Yy R W N = O

be provided with information about a number of different mortgages from
competing lenders, and request that their information be transmitted to a selected
lender.

15.  On information and belief, based on news accounts and attribution
information on Costco’s website, Costco has partnered with First Choice to provide
the mortgage services to its members.

16.  On information and belief, based on attribution from Costco’s website,
NYLX provides the mortgage pricing engine used by First Choice to operate
Costco’s mortgage services program. The mortgage pricing engine receives the
personal information, provides matching mortgage packages, and provides the
personal information to the selected lender.

JOINDER

17. Mortgage Grader realleges and incorporates by reference the
allegations of paragraphs 1-16.

18.  Joinder of the parties is proper under 35 U.S.C. §299(a).

19.  On information and belief, Costco, NYLX and First Choice, WQrking
together, either directly infringe or induce infringement of the 694 and *728
patents. Mortgage Grader’s claims for relief are based on Costco’s provision of
mortgage services to its members using an infringing pricing engine provided by
NYLX in concert with First Choice.

20. Common questions of fact will exist as to all Defendants, as Mortgage
Grader’s claims of infringement are based on the use of NYLX’s pricing engine by

First Choice and Costco to provide mortgages to Costco members.

COUNT I: DIRECT INFRINGEMENT OF U.S. PATENT
NO. 7,366,694 BY COSTCO

21. Mortgage Grader realleges and incorporates by reference the
allegations of paragraphs 1-16.
22.  Mortgage Grader owns all right, title, and interest in the 694 patent,
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and has owned all right, title, and interest throughout the period of the infringement
complained of herein.

23.  Costco has infringed the 694 patent by using a system for and method
of providing mortgages to consumer that directly infringes at least Claims 1 and 19

of the *694 patent either literally or under the doctrine of equivalents.

COUNT II: DIRECT INFRINGEMENT OF U.S. PATENT
NO. 7,680,728 BY COSTCO

24. Mortgage Grader realleges and incorporates by reference the

allegations of paragraphs 1-16.

25. Mortgage Grader owns all right, title, and interest in the *728 patent,
and has owned all right, title, and interest throughout the period of the infringement
complained of herein.

26. Costco has infringed the *728 patent by using a method of assisting
borrowers in obtaining a loan that directly infringe at least Claim 6 of the *728

patent either literally or under the doctrine of equivalents.

COUNT 11I: INDUCED INFRINGEMENT OF U.S. PATENT
NOS. 7,366,694 AND 7,680,728 BY COSTCO

27. Mortgage Grader realleges and incorporates by reference the
allegations of paragraphs 1-16.

28. Mortgage Grader owns all right, title, and interest in the 694 and *728
patents, and has owned all right, title, and interest throughout the period of the
infringement complained of herein.

29. Costco has had knowledge of the 694 and *728 patents at least since
the original complaint in this action was filed on January 10, 2013.

~ 30. On information and belief, Costco operates the website

Www.costco.com to provide various commercial services to its customers. Among

these services are mortgage loan services provided through an arrangement with

First Choice and NYLX. Costco has continued to operate the infringing website,
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and to encourage its customers to infringe even after receiving notice of its
infringement.

31.  On information and belief, Costco has induced others, including at
least NYLX and Costco’s members, to directly infringe the 694 and *728 patents
encouraging them to shop for mortgages using the infringing NYLX pricing engine

through www.costco.com. Based on press reports, Costco provides both print and

electronic advertising materials that encourage its members to utilize the mortgage
services provided by Costco through the Costco website in collaboration with First
Choice and NYLX. These advertisements continue to be sent to Costco members,
as recently as August 2013.

32.  NYLX, Costco and/or Costco’s members directly infringe the 694 and
728 patents by practicing each step of the claimed methods or using the claimed

system when Costco’s customers shop for mortgages using the web-based system.

COUNT 1V: DIRECT INFRINGEMENT OF U.S. PATENT
NO. 7,366,694 BY NYLX

33. Mortgage Grader realleges and incorporates by reference the

allegaﬁons of paragraphs 1-16.

34. Mortgage Grader owns all right, title, and interest in the 694 patent,
and has owned all right, title, and interest throughout the period of the infringement
complained of herein.

35.  NYLX has infringed the *694 patent by using a system for and a
method of providing mortgages to consumer that directly infringes at least Claims 1

and 19 of the *694 patent either literally or under the doctrine of equivalents.

COUNT V: DIRECT INFRINGEMENT OF U.S. PATENT
NO. 7,680,728 BY NYLX

36. Mortgage Grader realleges and incorporates by reference the

allegations of paragraphs 1-16.

37. Mortgage Grader owns all right, title, and interest in the *728 patent,
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and has owned all right, title, and interest throughout the period of the infringement
complained of herein.

38.  NYLX has infringed the *728 patent by using a method of assisting
borrowers in obtaining a loan that directly infringe at least Claim 6 of the *728
patent either literally or under the doctrine of equivalents.

COUNT VI: INDUCED INFRINGEMENT OF U.S. PATENT
NOS. 7,366,694 AND 7.680.728 BY FIRST CHOICE

39. Mortgage Grader realleges and incorporates by reference the
allegations of paragraphs 1-16.

40. Mor‘tgage Grader owns all right, title, and interest in the *694 and~ 728
patents, and has owned all right, title, and interest throughout the period of the
infringement complained of herein.

41. No later than May 23, 2013, the date of the filing and service of the
First Amended complaint in this action, First Choice was given notice of the *694
and ’728 patents. First Choice was also given notice that it was inducing
infringement of the *°694 and *728 patents by NYLX, Costco and/or Costco’s
customers. On information and belief, First Choice also knew about the *694 and
*728 patents before the filing of the First Amended Complaint, and has known
about the 694 and ’728 patents since at least since January 2013, when the action
was commenced against Costco.

42.  On information and belief, First Choice has induced others, including
at least NYLX, Costco and/or Costco customers, to directly infringe the *694 and
’728 patents by encouraging them to practice the claimed methods and use the
claimed systems.

43. Despite having notice of its alleged inducement of infringement, First
Choice has continued its inducing activity. First Choice is still working with

Costco to operate the infringing website www.costcofinance.com. Moreover, First

Choice and Costco continue to market the infringing website to Costco members
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encouraging them to use the patented system and methods. On information and
belief, this marketing is conducted jointly by First Choice and Costco using print
and electronic means. For example, as recently as August 2013, more than three
months after receiving both notice of the patents-in-suit and of their infringement,
Costco and First Choice included an advertisement touting the mortgage program in
an advertising circular sent by Costco to its members. (Attached hereto as Exhibit
C). This advertisement prominently features First Choice’s logo indicating that it
was done with the approval and support of First Choice.

44,  NYLX, Costco and/or Costco’s members directly infringe the 694 and
>728 patents by using the claimed system and practicing each step of the claimed

methods when Costco’s customers shop for mortgages using the web-based system.

PRAYER FOR RELIEF

Mortgage Grader prays for relief as follows:

1. Judgment that Costco has infringed the 694 patent and the *728 patent
as alleged herein;

2. Judgment that NYLX has infringed the *694 patent and the *728 patent
as alleged herein;

3. Judgment that First Choice has infringed the *694 patent and the *728
patent as alleged herein;

4. Compensatory damages in an amount according to proof, and in no

event less than a reasonable royalty;

5. Prejudgment interest on the compensatory damages awarded to
Mortgage Grader;

6. Post-judgment interest on all sums awarded to Mortgage Grader from
the date of judgment;

7. A preliminary and permanent injunction forbidding Costco, NYLX,

and First Choice and their officers, agents, servants, employees, and

SECOND AMENDED COMPLAINT
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1 attorneys, and all those in active concert or participation with them,
2 from further infringing the 694 patent and the *728 patent;
3 8. Costs of suit incurred herein; and
4 9.  Any and all other relief that the Court deems just and equitable.
5 JURY DEMAND
6 Mortgage Grader requests a trial by jury for all issues so triable.
7 | Dated: September 30, 2013 FREITAS TSENG & KAUFMAN LLP
8
9 /s/ Craig R. Kaufman
10 Craig R. Kaufman
Attorneys for Plaintiff
11 Mortgage Grader, Inc.
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
9. RN IRGRENT
No. 8:13-Cv-00043 AG AN
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1
CREDIT/FINANCING PROCESS

CROSS-REFERENCE TO RELATED
APPLICATIONS

This application 1s a continuation-in-part of U.S. patent
application Ser. No. 10/139,418 filed May 6, 2002, the entire
contents of which are hereby incorporated by reference,
which claims the benefit of provisional application No.
60,312,919, filed Aug. 16, 2001, the entire contents of which
are hereby incorporated by reference, U.S. provisional appli-
cation 60/327,026 filed Oct. 3, 2001, the entire contents of
which are hereby incorporated by reference, and U.S. pro-
visional application 60/362,314 filed Mar. 5, 2002, the entire
contents of which are hereby incorporated by reference.

BACKGROUND OF THE INVENTION

The present invention relates generally to financial trans-

actions including a method for a borrower to evaluate and/or 2

obtain financing, e.g., a loan or a credit card.

Shopping for financing (e.g., a loan, such as a mortgage)
can be a complicated time-consuming process. The mort-
gage industry has been slow to empower borrowers in order
to save them time, make their lives easier, and help them
determine their best loan options. Because of this, borrow-
ers, and in particular, credit-impaired borrowers, are often
overcharged. The Coalition of Responsible Lending has
stated that ten million borrowers have been overcharged
up-front fees of over $9,000,000,000, which equates to ten
million borrowers being overcharged an average of over
$900 each. The practice of offering borrowers loans at rates
that are higher than warranted by the credit history of the
borrower is sometimes referred io as predatory lending.
Predatory lending is a very difficult and challenging problem
fo recoguize in practice as many lenders may use procedures
that conceal the nature of the predatory practices.

There are newspaper or Internet referral sites which
publish interest rates for one or more lenders. However, the
user must interact individually with each prospective lender.
1t is very time consuming for a borrower to investigate each
of the potential lenders. Furthermore, each prospective
Iender typically runs a credit report on the borrower, causing
there to be multiple inquiries on the borrower’s credit report.
The basis for an adverse decision is often unknown.

There is thus a need for a way to help a borrower to avoid
predatory lending and paying higher than justified loan rates.

BRIEF SUMMARY OF THE INVENTION

One aspect of the present invention may be regarded as a
method for reducing predatory lending when a borrower
seeks financing. Personal information is obtained and
recorded regarding the reasons that the borrower wants to
obtain the financing. Loan evaluation information is
obtained and recorded. The loan evaluation information is
preferably based on, or the same as the criteria used by at
least one established financial institution that may provide
financing to the borrower. A credit grading is determined for
the borrower based on pre-established and objective criteria,
the personal information and the loan evaluation informa-
tion. The credit grading is performed by an entity that is not
loaning money to the borrower.

The financing sought by the borrower may be a loan. The
loan may be, for example, a mortgage loan, a personal loan,
an aito loan, or a stndent loan. The financing sought by the
buyer may also be a credit card.
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The credit grading information may be provided to the
borrower so the borrower can use the information to evalu-
ate his financing options, e.g., different loans.

The credit grading information may be provided to at least
one financial institution. The financial institution evaluates
providing financing to the borrower based on the credit
grading information. The credit grading information may be
provided to a plurality of financial institutions or to others
authorized by the borrower. The information provided by the
borrower is preferably, but optionally handled in a confi-
dential manner and not disclosed to others. The credit score
or grade is also preferably handled in a confidential manner
and is not disclosed unless authorized by the borrower.

BRIEF DESCRIPTION OF THE DRAWINGS

These, as well as other features of the present invention,
will become apparent upon reference to the drawings,
wherein:

FIG. 1 1s a flow diagram illustrating an exemplary method
for a user to obtain financing in accordance with the present
invention;

FIGS. 2A-2B shows a block diagram illustrating further
detail of various aspects of the method illustrated in FIG. 1;

FIG. 3 is a flow diagram illustrating an exemplary method
for a user to obtain financing in accordance with the present
invention; and

FIG. 4 15 a block diagram illustrating a computer and
database arrangement to implement the features described
herein.

DETAILED DESCRIPTION

An improved way for borrowers to shop for financing
(e.g., loans, such as mortgage or auto loans or credit cards)
is provided. A person or a group of people (borrower(s)) are
interested in receiving financing, such as a mortgage for a
home. The mortgage could be a purchase, refinance or
cash-out refinance home loan. It could be first, second or
third mortgage lien. For purposes of illustration herein, a
mortgage will be used in illustrating and describing the
present invention. However, it will be appreciated that the
loan can be another type of loan, such as an auto loan, a
personal loan, a student loan, etc. or that the financing may
not be a loan at all, but may be directed to obtaining a credit
card or arranging other types of financial credit, for example,
a line of credit.

A series of questions are asked of the borrower in order to
correlate the most appropriate financing with the borrower’s
desires. Credit and financial information is also acquired
from the borrower. That information is compared with
financing qualification criteria and/or credit qualifying cri-
teria in order to provide a borrower with an impartial credit
evaluation or loan evaluation based on the submitted infor-
mation. That credit evaluation or loan evaluation can be used
as a check against commercial lenders offering loans to the
borrower 1o allow the borrower to compare against the Joan
rate or credit rating offered to the borrower by lenders in
order to ensure the borrower receives the most desirable loan
based on the credit available to that borrower.

Referring now to the drawings wherein the showings are
for purposes of illustrating preferred embodiments of the
present invention only, and not for purposes of limiting the
same, FIG. 1 is a flow diagram illustrating an exemplary
method for obtaiming a mortgage. FIGS. 2A-2B are a block
diagram illustrating in further detail various aspect of the
method illustrated in FIG. 1.
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The logic of FIG. 1 moves from a start block to block 100
where the user is asked a series of questions, either verbally,
or visually, for example, in a written format. In exemplary
embodiments, this process is performed over the Internet by
viewing questions on a computer display and sending
responsive information. The responsive information may be
sent over the Internet, e.g., by filling out and submitting the
information in an online form, via attached documents, via
scanned documents, etc. It will be appreciated that the user
could also answer the question in person, over the phone, via
facsimile, via postal mail, etc. In more detail, as shown in
block 200 of FIG. 2A, the borrower(s) answer a series of
configurative questions. These questions relate to goals,
needs, wants, etc. of the borrower. The precise questions will
vary but are directed toward achieving one or more specific
purposes. These questions are optional, but are preferred.
The purpose of these questions is twofold. First, the ques-
tiops allow the potential borrower(s) to focus on exactly
what the borrower(s) isfare trying to accomplish. For
example, the primary interest might be to obtain funds to
purchase real or personal property, to improve monthly cash
flow, to reduce payment, to obtain a different type of loan,
to alter the monthly loan amount or other terms of the loan,
or to refinance and obtain various amounts of cash. Second,
the questions make clear to the loan processor and/or
eventual lender exactly what the borrower(s) objectives are
in seeking the financing so the most appropriate types of
loans and terms can be offered to the borrower(s).

Prior to finalizing a loan amount, various items, especially
some or all of the items typically involved in calculating
closing costs can be verified with the borrower(s) to be
certain that the loan being put in place is the Joan most
suitable to what the borrower(s) wants. As with the prior
questions, these questions can be answered over the phone,
on-line, through the mail, by fax, in person, etc. Ifustrative
closing cost items include but are not limited to, one or more
of points and fees being charged, type of loan product
(conventional loans, jumbo Joans, conforming loans, F.H.A.,
V.A., etc.), lien position, purpose of loan, etc. A more
complete illustration is provided regarding the alternative
embodiment of FIGS. 3-4.

The logic of FIG. 1 proceeds to block 102 where financial
evaluation information is obtained and recorded from at
least one financial institution from which the borrower may
obtain the loan, financing, credit, efc.

In addition to providing the information from the con-
figurative questions, the borrower(s) provide information
sufficient to apply for a loan. This may alternatively com-
prise actually applying for a loan or financing independently
and separately from any person or entity that is a mortgage
credit grantor or mortgage arranger (block 202). This appli-
cation can be done over the phone, on-line or with a live
customer service representative assisting the telephone
applicant(s). It can also be done through the mail, in person,
by fax, or through a global communications system, such as
the Internet.

The loan application can also be done with the assistance
of a loan processing service that helps answer questions of
the borrower, acquire information, and generally assist the
borrower in the application process (block 206). There may
or may not be a fee charged for this application portion of
the service. Loan processors can help explain to potential
lenders various aspects of the borrowers credit history that
may appear undesirable. They may help consolidate prior
Joans, to remove or explain adverse credit ratings, or claims,
and make the borrower’s credit appear more desirable. Some
of these aspect involve credit correction which 1s discussed
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in further detail later. While the assistance of a third party
can be used in the loan application process, the borrower(s)
may atiempt to apply on his own. The information from this
loan application 1s provided to the same entity having the
responses to the configurative questions.

Often, the borrower(s) may be aware of something that
needs to be corrected or questioned regarding the credit
report of the individual borrower or borrower. The
borrower(s) may be aware of this before or become aware of
this during the mortgage application process. The borrower
could go directly to a credit correction company or be
referred by the loan processor to a credit correction company
(block 208). There may or may not be a fee charged for this
service. The information given to any credit correction
company is preferably, but optionally, provided to the same
entity that has the responses to the configurative questions.

The purpose of the credit correction is to resolve anything
having an adverse effect on the consumer’s credit and that is
typically achieved by removing incorrect information, clos-
ing accounts that the borrower sees no useful purpose in
keeping open, negotiating settlements of amounts owed to
creditors as well as negotiating the reduction or removal of
negative items on the credit report. The credit correction
could also coordinate among creditors and the three major
credit bureaus (Experian, Transunion and Equifax) to cor-
rectly portray outstanding balances, public records items, tax
liens, judgments, collections, charge-offs and, in conjunction
with Fair Isaac’s Company (FICO), all to improve the credit
scores of the borrower. Any results of the credit correction
are preferably, but optionally, provided to the same entity
that has the responses to the configurative questions, espe-
cially if the results alter the credit worthiness of the bor-
rower.

The logic then moves to block 104 where a credit grade
or score is determined. In conjunction with the previously
answered confignrative questions, the borrower’s mortgage
or other financial application will be evaluated based upon
objective, pre-set underwriting criteria. One or more, and
preferably all, of the credit history, credit score(s), equity,
down payment, income, assefs, job history and stability
could be considered. The criteria need not be inclusive of all
lender’s criteria. The mortgage credit evaluation system is
preferably based upon commonly used industry evaluation
systems, including one or more of Fannie Mae, Freddie Mac,
FH.A., VA, Ginnie Mae, private mortgage insurance com-
panies, or combinations of those evaluation systems. It could
also be based upon individnal lender’s evaluation systems if
those are different from the above-mentioned systems. For
example, Washington Mutual Bank has significant market
share in the United States. The institution may have its own
evaluation process, possibly not commonly used within the
industry. The results of the evaluation are based on objec-
tive, pre-set underwriting criteria provided to the borrower.
In exemplary embodiments of the invention, the borrower is
provided with his or her credit report and credit grades or
scores. The borrower could also be provided with an elec-
tronic appraisal of the property. This information could be
provided to the borrower via the Internet or via another
method, such as via facsimile or mail.

For other types of financing, other financial criteria will
apply. For example, a bank’s criteria for a credit card, for 2
line of credit. The criteria is preferably that criteria used by
a recoguized institution providing the financing desired by
the borrower, and the criteria will vary with the institution
and the type of critepa mnvolved.

The purpose of would-be borrower(s) knowing indepen-
dently of any interested mortgage credit grantor or arranger
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1s for the borrower(s) to independently know their borrow-
ing strength and ability. If the borrower(s) know that they
have an excellent grade in the mortgage credit granting
system, they are armed with valuable information that can
help them fo negotiate the most favorable terms, e.g.,
interest rates. See block 212 of FIG. 2A. This may also allow
the borrower(s) to receive a better loan suited fo their
particular needs, preferably, but optionally, as indicated by
the borrower’s responses to the personal configurative ques-
tions. This may not necessarily mean the most favorable
interest rate. For example, while a borrower may be able to
get 90% cash-out, it may be more valuable to the borrower
to get only 80% cash-out. The 90% cash-out will probably
carry a less favorable interest rate or more points, or both.

The would-be borrower preferably receives a credit pre-
approval from the entity having the responses to the con-
figurative questions and the other above identified informa-
tion. Alternatively, the would-be borrower receives a full
loan approval from the entity having the responses to the
configurative questions and the other above identified infor-
mation. The difference between these two alternatives is that
the pre-approval gives a loan amount and loan terms that the
borrower is currently eligible for. The actual loan approval
means that the borrower(s) have everything in place; a
specific property, specific interest rate and Joan amount,
appraisal, title report, escrow/attorney (closing agent),
paperwork, proof of income, assets (if needed), for that
particular loan program, and any other required paperwork
that might be needed to complete the transaction. The
borrower(s) 1s/are issued a loan number and personal iden-
tification (PIN) number.

The approval or pre-approval will be good (locked) for a
certain number of days. The number of days will vary based
on a variety of circumstances. A loan number is preferably,
but optionally, issued in conjunction with commonly used
underwriting standards, systems, and criteria. For example,
FANNIE MAE might issue a loan number, That loan number
could be the Joan number issued for the borrower(s) credit
pre-approval or loan approval. A personal identification
number (PIN) can be used for privacy protection. Preferably,
but optionally, the borrower(s), through their PIN number,
control who can look at their file. Thus, preferably the
borrower’s credit information can be owned or controlled by
the borrower. No one has access to the borrower’s identity
or information without the borrower releasing the informa-
tion. Even when submitting credit information and the other
information discussed herein to a lender, the borrower(s) can
submit, at least preliminarily, the information to the Jender

or mortgage broker using a PIN number and thus maintain s

further confidentiality.

One purpose of the lender not knowing the exact identity
of the borrower(s), at least initially, s to protect the time
invested by the borrower(s) in responding to sales calls that
might result from releasing the identity of the borrower(s).
It also protects the borrower(s) privacy, the confidentiality of
the information involved, and security of the borrower(s)
until the borrower(s) actually decides and chooses who the
lender or mortgage broker will be to perform the loan
origination task. By maintaining the identity of the
borrower(s) in confidence or even in secret throngh a PIN
number, it is possible to force lenders to at Jeast initially
evaluate potential borrower(s) on objective criteria, and that
can reduce profiling, discrimination, predatory lending, sub-
Jjective selection to achieve other undesirable and unlawful
goals that might arise if the borrower(s) identity were
known.

55

6

One purpose for the lender or mortgage broker using this
intermediary is to ideally offer the guaranteed interest rate
and closing costs to those borrowers that are loan approval
capable. Lenders/mortgage brokers do not have to guarantee
interest rates up front. This process will assist mortgage
originators by not having to log in and guarantee interest
rates to borrowers that cannot qualify for that lender’s/
mortage broker’s loan approval criteria.

Using this approval or pre-approval information, the
borrower(s) can shop on their own. The borrower(s) can
shop anonymously through a computerized search engine.
Or, the borrower(s) can shop openly with the assistance of
a cooperating agency. See block 214.

The borrower(s) may be able to access current interest
rate and fee surveys of lender/mortgage companies to com-
pare that information with what the applicant is being quoted
by others. See block 212. The borrower(s) may also be able
to find out how mmch the lender/mortgage company is
paying for the money being loaned to the borrower or used
to provide other financial services to the borrower or appli-
cant. This is similar to finding out what a car dealer pays the
manufacturer for the car. Additionally, the mortgage appli-
cant(s) or borrower(s) can analyze the data in a comparable
format (wrapping the data). This can help to determine the
most beneficial loan or other financial arrangement. This
usually, but not always means, the lowest interest rate, the
lowest credit rate, any balloon payments, etc. that meets the
applicant’s personal requirements. But the wrapped data that
is presented in a format to allow comparison, such as a
spreadsheet format, advantageously includes the term (dura-
tion) of the mortgage(s), loan or financial commitmerit;
interest rate, the annual percentage rate (APR), note rate
(which could be different than the start rate or the interest
rate), Joan amount, total closing costs, total summation of
category/provider costs (i.e., mortgage broker, lender, clos-
ing agent, title efc.), interest rate; the interest rate adjustment
period(s); future interest rate(s), if known (i.e., fixed rate
buydowns or graduated payment mortgages), starting inter-
est rate, lifetime cap or maximum rate, margin, index,
guaranteed interest rate Jock period, prepayment penalty
term and dollar amount of penalty, index history, description
of index, and other related information. The wrapped data
also preferably, but optionally, includes the borrower’s
credit risk scoring or credit rating as determined by various
institutions, including industry ratings such as FICO (Fair
Isaacs & Co.), and private ratings from lending institutions
and/or mortgage insurance companies. As discussed below,
in a further embodiment the independent third party can
present the wrapped data to the borrower(s), with the
wrapped data being provided free, as part of the services of
the third party, or for a fixed or variable fee.

After recetving the credit report, loan approval or loan
pre-approval, the borrower can go to negotiate a loan on his
or her own behalf with any mortgage originator(s) that may
financially benefit by packaging and/or funding the borrow-
er's loan. See block 214. The borrower authorizes the
morfgage originator fo pull-up the approval findings using
the pre-approval/approval authorization number. The mort-
gage originator negotiates a rate and fees for the borrower to
be charged, knowing that the loan is already pre-approved
and in the belief that the information inputted from the loan
application is accurate, The mortgage originator will likely
make any mortgage or financing subject to verification of
information inputted from the loan application. The rate and
fees charged are typically based upon the credit grading of
the approval.
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With authorization from the borrower, the mortgage origi-
nator then collects the information needed from the loan
approval findings. The borrower(s) is/are simply handing
over the package of required items that the pre-approval/
approval has specified. See block 216. The lender formally
examines the loan file. The lender locks in interest rate.
Upon satisfactory receipt of accurate and valid information
(quality control), the file is formally lender approved. The
foan documents are drawn. The borrower(s) sign the loan
documents. The loan is funded. See block 218. Other types
of financial assistance will have different processes that vary
with the nature of the transactions involved, such as a credit
card, line of credit, etc.

The information compiled by the entity having the
answers to the configurative questions can also be used for
goods or services related to the purpose for which the
borrower is obtaining financing or for helping the borrower
obtain such goods or services. See block 220. Thus, the
borrower(s) may also need other industry services. Some
examples are a closing agent, title company, real estate
agent, home inspector, termite company and utility hook-up,
all of which are related to a home purchase. A system and
method for identifying third party vendors for goods and
services related to real estate transactions is disclosed in
U.S. Pat. No. 6,321,202, the complete contents of which are
incorporated by reference herein. The borrower(s) could find
those needed services through this credit granting system, by
having the entity with the answers to the configurative
questions provide the information to the borrower, or pro-
vide the identity of the borrower to providers of the appro-
priate goods or services. It will be appreciated that these
related services are dependent upon and vary with the type
of loan or financing being obtained by the bomrower. For
example, in the case of an auto loan, related services might
include auto security devices, etc. There may or may not be
a charge for providing contact information for these needed
goods and/or services.

After the borrower(s) go through the credit granting
process, they may or may not have actually had a loan
funded. Within this mortgage credit granting system, there is
opportunity for providing future reminders or information
on the borrowers” credit report and credit scores, property
value, interest rates, borrowing power, etc. The borrower(s)
may wish to access information about his/their own property
(ies), credit, borrowing power, etc. This could be done by
paying or pot paying a fee for unlimited usage, periodically
sent to borrower(s) (subscription service) or on a per trans-
action basis. See block 224.

Additionally, the borrower(s) may periodically receive
mformational bulletins for the purpose of maintaining a
relationship between the borrower and the entity having the
answers to the configurative questions. See block 226. This
could be communicated by fax, Internet, e-mail, delivered
mail or by phone, or other communication devices now
existing or developed in the future.

The borrower could also access marketing services by
giving permission to receive adverfising, be contacted about
a specific product or service related 1o home ownership. The
borrower could also initiate communication with a related
product or service (Agency Service) that can be accessed as
part of this credit granting system. There may or may not be
a fee charged for this service whether it is the borrower of
vendor.

This above method is not designed to be used to actually
negotiate mortgages. It could be used to do this, but pref-
erably, it is designed to give the borrower information about
their credit grading. The credit grading includes a grading
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based on combinations of a variety of factors, including
various combinations of a credit report for the borrower,
borrower income, borrower assets, borrower liabilities,
property appraisal, title report, and whatever criteria a
particular lender deems appropriate. If borrowers know that
they are acceptable based on commonly used credit-granting
standards/systems/criteria (e.g., Fannie Mae, Freddie Mac,
EH.A., VA, etc.) that typically offer the lowest rates and
fees, it makes them less vulnerable to be victimized by
predatory lenders and/or mortgage originators that charge
unreasonably high rates and fees to a good quality borrower.
Similarly, this process allows an applicant to evalvate an
aspect of their finances based on accepted criteria used in the
trade for the particular financial aspect in question, and
enables the applicant to use the resulting information fo the
advantage of the applicant

Borrower privacy is preferably, but optionally, an impor-
tant critical component to this credit granting system. Pref-
erably, no entity gains access to the borrowers’ information
without the clear consent of the borrower. Any entity that
receives business through this system (e.g., loan processor,
credit correction company) is thus preferably contractually
obligated to maintain the borrower’s privacy. Likewise,
affiliated entities having access to borrower information are
preferably precluded by agreement from releasing informa-
tion about that borrower unless the borrower gives permis-
sion to do so. Preferably, the information may only be
released as specifically instructed by the borrower(s).

There is thus advantageously provided a method by which
an applicant seeking financing can provide information to a
third party evalvator that will render an independent evalu-
ation of the applicant for the requested financing based on
objective criteria used by at least one established entity that
can provide the financing sought by the applicant. The
applicant can then use that independent evaluation for
his/her/its own purposes. Preferably, the applicant will use
the evaluation to obtain the desired financing, fo negotiate
more favorable terms on the financing, or to guard agamst
terms less favorable than are believed fo be otherwise
available to a person having the independent evaluation.

More preferably, the applicant also provides information
relating to the reasons for seeking the financing. That
information is preferably, but optionally used by the third
party evaluator to select criteria more applicable to the
desires of the applicant, or to direct the applicant to financial
institutions more likely to suit the applicant’s needs or the
applicant’s desires, or to allow a financial institution to
evaluate the applicant’s financial requests, or any combina-
tion of these. Further, this information can be provided to
third party providers who can provide goods or services to
the applicant which goods or services are related to the use
to which the applicant intends to put the financing.

There is thus provided a method by which a third party
can acquire information from an applicant and compare the
information with predetermined criteria and provide an
evaluation relating to a financial matter. The evaluation can
be used to avoid predatory lending, is preferably used to
obtain financing in the form of financial assistance to the
applicant, and is more preferably used to obtain a financial
loan, and is still more preferably used to obtain home
mortgage financing. In the mortgage context, the service will
preferably provide persons seeking mortgages with infor-
mation about the amount of money they should be able w0
borrow based upon current rates. By establishing appropri-
ate arrangements between the third party evaluator and the
person providing the mortgage or other financial service, a
pre-approval could even be granted by the third party, such
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as a mortgage pre-approval. Such pre-approval would be
subject to the later agreement by the lender or provider of
other financial services after verification of the informatijon
provided by the borrower or other person seeking financial
services.

The method described herein is advantageously imple-
mented by inputting the information from the applicant into
a computer, info an electronic device, or infto another device
which compares at least some of the information to prede-
termined criteria used by an established entity, be it a person,
business or organization, that provides financial services of
the type sought or needed by the applicant. Preferably, the
criteria is stored in memory and the applicable criteria is
selected by the computer automatically or by a person
manually, based in part upon personal information provided
by the applicant as to the reasons for requesting the financial
service. Advantageously, the evaluation also includes spe-
cifics on the financial services desired, such as approprate
fee and interest rate ranges based on the loan amount and
Joan program for a home loan mortgage. A tentative pre-
approval can also be provided by the third party evaluator
subject to verification of the accuracy of the information
provided by the person seeking the financial services.

Advantageously the criteria for providing the requested

financial service (e.g., mortgage) is obtained from several 2

providers, preferably the major providers of the desired
financial service (e.g., Freddie Mac, Fannie Mae, FHA,
VHA, etc). The disclosure and use of the financial criteria
will typically be confidential between the third party evalu-
ator and the provider of the desired services. Moreover, the
disclosure of the financial criteria preferably includes com-
puter software allowing automated application of the criteria
by the third party evaluator. If access to the actual criteria
used by providers of the desired service is not available, then
in appropriate circumstances software or criteria closely
mimicking the desired service provider’s criteria can be
used. For example, in the home mortgage area if Freddie
Mac loan criteria is not available, then loan criteria from
Countrywide could be used.

Advantageously, but optionally, the configuration infor-
mation is also provided to the third party evaluator, and that
information is used to belp select the financial service
providers most likely to provide the service desired. The
computer database that is preferably, but optionally used to
assist in the evaluation is desirably programed to narrow the
financial sources based on the requirements of the person
seeking the financial services.

The comparison results in an evalvation that is preferably
printed or provided in other tangible form or in a form
visually perceptible by the applicant, as for example, a
visual display on a computer screen or video monitor.
Advantageously, the person seeking the financial services
will be provided with an evaluation from the major suppliers
of the desired financial services. For example, a credit rating
from the three major providers (Experian, Tramsumon,
Equifax) could be provided.

The method described herein can advantageously be used
online, with the person seeking financial services filling out
his or her own application and transmitting the information
over the Internet. The third party evaluator will receive the
information and use a computer to search for the requestor’s
best options based upon the information provided by the
requester and based upon the requestor’s specific needs or
special requests as identified by the configuration questions.
The third party evaluation, in the home loan context, advan-
tageously provides credit reports and scores, loan approval
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findings and an AVM (automated valuation model) if there
1s a specific property in question.

Becanse the requester (the person seeking the financial
services) owns all of the personal information provided to
the third party evaluator, and because the information is
provided over secured lines and methods of transmittal, the
information is confidential and preferably will not be
released without permission from the requester. This differs
from many, if not all, of the current home loan situations in
which the lender owns the application (and thus the infor-
mation on the application) for a home loan. Indeed, having
the lender own the credit information is required by law in
order to regulate lenders and inhibit fraud committed by
lenders upon borrowers seeking home Joans.

The requestor/borrower can then shop for a loan anony-
mously through any of a variety ways. Once the requestor/
borrower finds an acceptable choice, the third party sends
the evaluation and some or all of the financial information
obtained from the requester and some or all of the confign-
ration information, to the provider selected by the requester.
This allows the confidential information to be sent only to
the person or persons specifically identified by the requestor/
borrower. This contrasts significantly with current Internet
based loan systems in which financial information is simul-
taneously submitted to a plurality of predesignated, potential
lenders in the hope that one of them will offer to make a loan
after internally evaluating the loan request.

Upon receipt of the third party evaluation, the requestor/
borrower may also decide to wait and attempt to improve the
credit rating or evaluation. Credit problems can be cleared
up, debt can be consolidated, etc. Because the evaluation is
confidential, there is no adverse report to later hinder the
requestor/borrower and there are fewer credit checks show-
ing up on the requestor’s credit. There are disadvantages to
having a large number of credit checks on a person’s credit.

The present method envisions that the person seeking the
financial services will incur a legal obligation fo pay, and
will actually pay the third party for rendering an independent
evaluation based on objective criteria. The payment by the
person seeking the service is different than reimbursing
appraisal fees or the costs of credit reports, and constitutes
payment for services rendered. The payment is preferably an
out-of-pocket payment by cash, check, money order, credit
card etc.

But the payment can in some circumstances be made by
the person providing the financial services. An example
would be when the third party provides the person seeking
the desired financial services with the identification of one or
more providers of the desired financial services and the
person desiring the financial services actually obtains the
services from the provider. In that case, a preexisting
arrangement may exist under which the person providing the
financial services pays for the evalvation by the third party,
gives a financial credit to the person seeking the service, or
provides a separate payment to the third party. Moreover, the
person providing the financial services may pay the third
party evaluator for referring the person seeking the financial
services. Because the third party is preferably independent,
these payments from the providers are transfers between
separate legal entities that have no ownership affiliation, and
they must comply with regulatory disclosure requirements.
Despite the existence of such financial reimbursements for
providing leads to lenders or to other service providers, the
third party evaluators are still considered independent. If the
third party evaluator is a full time employee of an entity
providing the desired financial services or if the third party
evaluator receives a percentage commission from an affili-
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ated company based on the loans funded through this
program, then the third party would most likely not be
considered independent. Either an independent third party,
or an affiliated/interested third party could be used, but the
affiliated/interested third party is less desirable.

The above description is given in the context of an
individual obtaining financial services, using a home loan as
an example. The method provided herein is equally appli-
cable to any person, when person is understood to mean any
human, as well as any legal entity such as a corporation,
partnership, limited liability company, etc.

A further embodiment of this invention is illustrated in
FIG. 3. Blocks with the same numbers as blocks in FIGS. 2A
and 2B (e.g. block numbers less than 300) are the same as
described regarding FIGS. 2A and 2B, above unless noted
otherwise, so their descriptions are not repeated. Block 300
performs same functions as former block 210 and everything
previously described relative to block 210 applies to block
300. But block 300 also includes the data acquisition step of
block 302. As reflected by block 302, additional information
is acquired, preferably, but not necessarily by an indepen-
dent agency. The acquired information preferably involves
wrapped data on the loan term, rate and any conditions, as
well as wrapped data on closing costs. The wrapped data of
block 302 is advantageously provided by the same party that
performs the functions of block 300, but two separate parties
could be used for the functions of each block.

The wrapped data is advantageously, but optionally, pre-
sented in a format to allow comparison, such as a spread-
sheet format. The wrapped data on the loan term, rate and
conditions advantageously includes the term (duration) of
the mortgage(s), loan or financial commitment; the interest
rate; the interest rate adjustment period(s); fitture interest
rate(s) if known (i.e., fixed rate buydowns or graduated
payment mortgages), starting interest rate, lifetime cap or
maximum rate, margin, index, guaranteed interest rate lock
period, prepayment pemalty term and dollar amount of
penalty, index history, description of index, and other related
information. Advantageously, some or all of these loan
aspects, especially the rate and lifecap, are gnaranteed unless
an observable and verifiable index or other appropriate data
or means s a change in interest rates.

The wrapped data on the closing costs will vary with the
nature of the financial transaction involved, but for a home
Joan include such information associated with title, and
these fees include Title Insurance, title insurance endorse-
ments, title insurance premiums/fees, title surveys, messen-
ger fees and reconveyance fees, title insurance fees. There
are also a number of charges associated with the closing

agents, and these include, but are not limited to, closing 3

agent escrow officer fees, attorney fees, title company clos-
ing agent/officer charges, notary fees, recording fees, mes-
senger fees, payoff demand fee(s), facsimile fees, prepaid
interest for a certain number of days in the month of the
closing.

There are additional charges associated with loan origi-
nation fees, and these include, but are not limited to loan
origination fees or loan points, discount points, mortgage
broker points/fees, processing fees, credit report charges,
credit report updating charges, credit report correction fees
and costs, underwriting fees, loan document fees, tax ser-
vices, wire transfer charges, flood zone certification costs,
recording fees, automated computer appraisal charges,
human on-site appraisal fees, drive-by appraisals, automated
computer appraisals, property hazard/fire insurance costs for
a specified amount of time, mortgage insurance for a speci-
fied time period and/or until the mortgage is paid down to a
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certain loan to value or until there is a certain amount of
increased property value through appreciation or through a
combination of both, biweekly or other note modification
set-up fees, interest rate note modification, term of note
modification, relocking at the same or different interest rate
or renewal of rate lock guarantee under a different loan than
the original guaranteed loan program, home warranty policy
fees, termite inspection fee and termite report charges, roof
inspection fees, geological inspection report fee, mold, con-
tamination, natural hazards inspection fee and report
charges, mortgage life insurance, disability insurance, mort-
gage unemployment insurance costs.

There are additional fees associated with real estate
agencies, and these include but are not limited to real estate
agent commissions, administrative fees for home buyers,
home sellers or both. Selling costs may include all tile
insurance and closing agent related fees. Mortgage broker.
Further, there may be fees associated with mortgage brokers,
and these fees include but are not limited to fees associated
with a borrower agreement for mortgage broker to receive a
specified amount of the lender rebate, and any yield spread
premium or service release premium in lieu of or in addition
1o the mortgage broker directly charges points or fees to the
borrower for arranging the loan. Finally, there may be
extraneous, but nonetheless appropriate charges, such as
fees associated with the independent third party’s efforts,
charges for the configuration questions, charges for trans-
mitting, verifying, and guaranteeing some level of accuracy
of the information and costs quoted by the third party. As
always seems to be the case, there are probably some
unexpected fees.

To the extent some of the above are referred to as fees or
charges when they should be costs, or vice versa, they all
represent money charged to and paid by the borrower(s) and
may generally be referred to as fees, or costs or charges. The
wrapped information is preferably presented in the above
groupings, but various combinations of itemizations can be
used, depending on the financial transaction involved and
fees associated therewith. Moreover, there may be condi-
tions associated with some or all of the above fees, and
advantageously, but optionally, those conditions are also are
enumerated for comparison. Further, it is desirable, but
optional, to include a total sum of the associated costs for a
bottom-line comparison.

This wrapped data is preferably compiled based on infor-
mation from one or more agencies providing the services.
These fees from the various providers may be based on
standard fees, or the independent third party may reach
agreements with one or more providers for a fee reduction
for any of a variety of reasons, including volume discounts.

Advantageously, but optionally, the various above item-
ized costs associated with the wrapped information, or at
least the total cost, 1s guaranteed or locked-in to be the fee
maximum charged for a fixed period of time, such as 30
days, but the time can vary. Preferably from the third party’s
viewpoint, the costs of some or all of the wrapped data are
guaranteed but within a predetermined variance rate, such as
5%, preferably 10%, and more preferably 15%. That per-
missible variance may apply to some or all of the wrapped
data, but is more likely to apply to only some specific items,
such as for example, per diem interest, hazard insurance, and
escrow impounds. This guarantee of costs is preferably
provided by the third party. This guarantee of costs allows
the borrower(s) to comparatively evaluate the advantages of
using various entities in the wrapped data to provide the
loan.
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Alternatively, the wrapped data relating to costs or rates
or combinations thereof can be presented in the form of a
good faith estimate. Such good faith estimates preferably,
include the wrapped cost data with the interest rate and
preferably the terms associated therewith being guaranteed
for a predetermined time. In a further alternative, various
aspects of the loan terms are guaranteed nnless an observ-
able and verifiable index or other appropriate data or means
warrants a change in interest rates. All of this wrapped data
1s preferably included i block 302.

This wrapped data is preferably provided to the borrower
by the independent third party so the borrower(s) can
comparatively evaluate which lender to use, and to evaluate
and more accurately predict the fixed costs associated with
the financial transaction. The nsefulness of the wrapped data
to the borrower is enhanced if the wrapped cost data is
provided for a plurality of lenders or mortgage brokers or
providers of the various services. This wrapped data is
preferably compiled in a computer, and forms a data struc-
ture of comparative cost mformation for one ‘or more busi-
nesses providing the various services needed. The informa-
tion can be provided in a printed format, or transmitted
electronically 1o the borrower(s) or other appropriate entities
by other means now known or developed in the future.

Some or all of this wrapped data of block 302 can also be
provided to either the borrower via block 306 or to the lender
or provider of the financial services sought by the borrower
(s) as in block 308. Such information can be provide to the
lender as in block 308 without confidential restriction and
thus disclosing confidential information about the borrower
(s) to the lender. Alternatively, only the borrower(s) PIN
number, or minimal information on the borrower(s) may be
disclosed for the reasons discussed above regarding block
210 in FIG. 2A. The use of PIN numbers or other identifying
indicia associating a borrower with a credit evaluation and
optionally with a guaranteed cost quotation, aliows the
borrower to shop anonymously and compare lenders or other
providers of the desired financial services. Advantageously,
the information, guarantees such as rate Jocks and cost locks
for fixed time periods, is all done by computer so the
borrower(s) do not have to leave the privacy of their
residence.

Referring to block 308, that block can represent receipt by
one or more lender or provider of the desired financial
services sought by the borrower. That block can also rep-
resent mortgage brokers in a home loan situation. The lender
or broker can accept a registration number or PIN number
instead of specific borrower identifying information in order
to guarantee an interest rate and optionally but preferably to
also guarantee closing costs (as discussed above regarding
block 302) for a specified number of days. Such guarantee
is preferably, but optionally, subject to validation of all
required loan approval documentation and information at a
later date. Various ranges of borrower information can be
provided from none (via the PIN number), to the borrower’s
name, o full identity of the borrower and the borrower
credit, to the responses to the configuration questions, or any
combinations thereof.In order to provide the most useful
information to the user, current information from lenders is
needed and information from the borrower relative to the
amount of loan and desired loan terms is needed, thus
information 1s transmitted both to and from the lender (block
308) and the consumer (block 306), as reflected by the
arrows in FIG. 3. Because some of the information from the
lender and consumer overlaps with the information provided
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relative to block 300, it is preferable, but not necessary, to
have the functions of blocks 300 and 302 performed by the
same entity.

This process allows the borrower to shop several lenders
without disclosing the borrower’s identity, yet allows the
lender confidence that the borrower qualifies for the loan.
This process 1s especially useful to the borrower if the credit
grading of block 300 includes data from a variety of lenders,
and if the cost wrapping of block includes data from a
variety of lenders and other service providers.

In the sequence of FIG. 3, the third party providing the
services of block 300 is preferably an independent third
party, as defined above. Alternatively, the party providing
the services of block 300 may provide a mortgage. Such a
third party packager advantageously signs an agreement to
provide a package that includes a loan at a specified rate and
term, thus Jocking in the loan rate and terms. The closing
costs of block 302 may or may not also be locked-in. A
lender preferably also signs the agreement or ratifies the
agreement after the borrower accepts the terms, with the
lender agreeing to provide the loan. The lender agrees only
subject to underwriting approval and appraisal eic., or other
verifications of information appropriate to the financial
transaction involved. As the mortgage is provided by or
arranged by the third party, the third party providing some
or all of the services of block 300 could lock in the loan rate
and terms. Optionally, but preferably, the third party could
also lock some or all of the costs as discussed regarding
block 302, with or without the variations on some or all of
the costs as discussed regarding block 302. Such third
parties could optionally guarantee a specified loan rate with
a guaranteed price for all settlement costs, which could be
attractive to borrowers if the loan rate is low as the closing
costs are predictable, and in fact are guaranteed.

Preferably, but optionally, the third party packager of
block 300 is an independent third party that merely provides
credit gradings, answers to configuration questions, or buyer
pre-qualifications to the lenders or other mortgage brokers or
other packagers as described in the immediately preceding
paragraph, and that provides the various functions described
relative o block 300.

The embodiment shown in FIG. 3, may also include any
or all of the functionality shown in FIG. 2B as indicated by
connector A.

As discussed below, in a further embodiment the inde-
pendent third party can present the wrapped data to the
borrower(s), with the wrapped data being provided free, as
part of the services of the third party, or for a fixed or
variable fee.

Referring to FIG. 4, a diagram is shown that illustrates
one way in which the various steps described above can be
achieved using a computer system that is preferably a
distributed system. The independent third party has a com-
puter accessible site 400 that is preferably accessible
through the Internet 410, or through other data fransfer
means now known or developed in the future. The lender(s)
each also preferably have a computer accessible site 402 that
is preferably accessible through the Internet 410, or throngh
other data transfer means now known or developed in the
future, with some of the cwrently known communication
means being discussed above. One or more borrowers, or
their representatives optionally, but preferably also each
have a computer accessible site 404 associated with each
wndividual borrower or borrower representative, with the site
404 being preferably accessible through the Internet 410, or
through other data transfer means now known or developed



Case 8:13-cv-00043-AG-AN Document 33 Filed 09/30/13 Page 25 of 43 Page ID #:364

US 7,366,694 B2

15

in the future, with some of the currently known communi-
cation means being discussed above.

The site 404 provides a user inferface using web pages
which facilitate the user in providing information to and
receiving information from the third party website 400. For
example, the borrower can set up an account which includes
a PIN number for accessing the site. Web pages including
forms for the borrower to enter information, such as the
purpose of the loan, borrower’s income information, efc. are
provided to the borrower via the borrower site 404. After
applicable loan programs have been determined by the user,
the loan program data can be uploaded to the borrower
computer and be displayed via the borrower web site 404.
The borrower is able to compare the varions loan packages
without exposing personal information to any of the lenders.
Preferably, but optionally, the loan package information is
displayed in a spread sheet type format.

The third party site 400 has or has access to a database 406
that is preferably, but optionally accessible through a web
site or through other data transfer means now known or
developed in the future, with some of the currently known
communication means being discussed above,

The database 406 preferably contains a data structure
comprising a searchable database of information provided or
compiled in response to one or more of blocks 160, 102, 302
and 220. Rather than have all information consolidated in a
single database, plural databases can be used, either parti-
tioned within a single structure or distributed spatially.
Preferably, database 406 contains information from lenders
supplied in response to blocks 100 and/or 102, and contains
cost data supplied in response fo block 302 and/or 220.

Access to the database is preferably controlied by the
third party, especially regarding loan provider criteria of
block 102 and cost data of block 302, although in appro-
priate circumstances the lender(s) or service providers
whose data is contained in the database 406 may have direct
access to their own information in order to update the
information. Preferably only the third party extracts infor-
mation from the database 406 through a search engine that
may be located with the database 406 or on the third party’s
web site 400 in the event that the database 406 and the
equipment operating the web site 400 are spatially separated
such as being in different geographic locations.

The third party’s site 400 also preferably has access to or
contains a credit grading module 408 to allow the third party
to analyze information, such as evaluating borrower input
from block 100 and/or 102 relative to the lender require-
ments in database 406 or with the cost data from block 302
and/or 220. This searching and analysis is advantageously
achieved through a loan search engine that is preferably at
site 400, but that could be located elsewhere and accessible
from the site 400. Thus, the credit grading module 408 is
advantageously executed by a server associated with web
site 400 running 2 loan search engine that compares bor-
rower information with lender criteria and loan and closing
cost information. The exact nature of the information ana-
Iyzed will vary with the nature of the financial transaction
involved. Alternatively, the module could be in the form of
a downloadable program that borrowers can execute on their
own computers or information processors.

The third party preferably sends the analyzed search
results in a manner and in a form deemed appropriate by the
third party and in compliance with the privacy requirements
of the various parties providing information contained in the
database 406. The search results are preferably, but option-
ally transmitted via the Internet 410, or distributed as
otherwise described above.
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As mentioned, the borrower(s) or their representatives can
input appropriate information to the database 406 directly
via the Internet 410, or with third party transcription assis-
tance through phone, fax, mail, etc. or through other means
described above or developed in the future. Preferably the
borrower supplied information is reviewed, monitored, ana-
lyzed or processed in some manner by the third party or by
an entity managing the database 406 in order to ensure the
integrity, accuracy and completeness of the information
provided by the borrower.

The lender site 402 also preferably has access to consum-
ers through the Internet 410, as shown, or through other
means described herein or later developed. The lender site
402 preferably has software allowing borrowers fo provide
information as in blocks 100 and/or 102. The lender site 402
can transmit that information to the third party site 400 for
processing by the third party as described herein. The third
party operating the site 400 can be and is preferably inde-
pendent, but could be part of the same company as the lender
402 transmitting the information, or could have contractual
agreements to process information for such lender(s). The
computer interconnection and the access to the information
on one or more databases as described herein, allows irople-
mentation of the various financial transactions described
herein.

In a further way to use the this system and process, a
borrower can enfer various loan criteria that are of impor-
tance to the borrower (e.g., monthly payment or closing
costs) into the borrower’s computer or the third party’s
processing equipment at site 400, and search for a loan for
which the borrower qualifies. That allows the borrower
direct access to the analytical and search capabilities of the
credit grading module 408, and the database 406. This
assumes that borrower information of the type obtained in
block 100 and/or 102 has been obtained and is used in the
analysis and search. But the borrower’s credit grading need
not be actually disclosed to the borrower to conduct such
searching and analysis. The credit grading could be stored
on site 400 or otherwise provided to or determined by
module 408 without providing that information to the bor-
rower. This withholding of the credit grading information
can inhibit uses from reverse engineering the credit grading
algorithm in order to game the system. That assumes that the
credit grading algorithm is not publicly known, or is not
readily available or is not known to the borrower.

As a further way to use the system and process described
herein, after finding a suitable loan through the search
engine associated with site 400 (whether the search is done
by the borrower or the third party), the borrower could select
a loan package and apply for a loan. The information conld
be transmitted over the Internet 410 or other computer
linkages, or as otherwise described herein or developed later.
In connection with such loan application, some or all of the
information associated with the borrower that 1s stored in or
accessible by site 400, can be transmitted to or accessible by
the lender providing the loan package selected by the
borrower. This loan package preferably has a guaranteed
loan rate (via block 302). The costs associated with the Joan
are preferably, but optionally also guaranteed, preferably by
the lender but possibly by an unrelated party that provides or
arranges the various services associated with the closing of
the loan transaction.

As shown in FIG. 4, the third party web site 400 and the
lender web site 402 may be separate and distinct web sites.
However, it will be appreciated that a single web site may be
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used in which the user interface(web pages) displayed and
available functions depend on whether the user is a borrower
or a lender.

Although Internet web sites are shown, other types of
interactive systems and user associated interfaces could be
used. For example, borrowers and lenders could access the
system via an online services network (America Online,
Microsoft Network, etc), an inferactive television system, a
touch-tone telephone interface, e-mail, a telephone-based
voice recognition system such as “Tellme,” or other ways of
transmitting information now known or developed in the
future.

While an illustrative and presently preferred embodiment
of the invention has been described in detail herein, it is to
be understood that the inventive concepts may be otherwise
variously embodied and employed and that the appended
claims are intended to be construed to include such varia-
tions except insofar as limited by the prior art. Further, the
various features of this invention can be used alone, or in
varying combinations with each other and are not intended
to be limited to the specific combination described herein.

What is claimed is:

1. A computer-implemented system for enabling borrow-
ers to anonymously shop for loan packages offered by a
plurality of lenders, the system comprising:

a database that stores loan package data specifying loan
packages for home loans offered by the lenders, the
loan package data specifying, for each of the loan
packages, at least a loan type, an interest rate, and a
required borrower credit grading; and

a computer system that provides:

a first interface that allows the lenders to securely
upload at least some of the loan package data for
their respective loan packages to the database over a
computer network; and

a second interface that prompts a borrower to enter
personal loan evaluation information, and invokes,
on a computer, a borrower grading module which
uses at least the entered personal loan evaluation
information to calculate a credit grading for the
borrower, said credit grading being distinct from a
credit score of the borrower, and being based on
underwriting criteria used by at least some of said
lenders;

wherein the second interface provides functionality for
the borrower to search the database to identify a set of
loan packages for which the borrower qualifies based
on the credit grading, and to compare the loan packages
within the set, including loan type and interest rate,
while remaining anonymous to each of the lenders and
without having to post a request to any of the lenders,
said second interface configured to display to the
borrower an indication of a total cost of each loan
package in the set, said total cost including costs of
closing services not provided by corresponding lend-
ers;

and wherein the computer-implemented system further
enables the borrower to selectively expose at least the
personal loan evaluation information to a lender cor-
responding to a selected loan package.

2. The system of claim 1, wherein the second interface

comprises a set of web pages of a web site.

3. The system of claim 1, wherein the computer-imple-
mented system is operated by a third party evaluator that 1s
independent of said lenders, and the borrower grading
module comprises software confidentially provided to the
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third party evaluator by at least one of the lenders, said
software allowing for automated application of the under-
writing criteria.

4. The system of claim 1, wherein the Joan package data
specifies an interest rate and all fees for at least one
guaranteed-cost loan package.

5. The system of claim 1, wherein the loan package data
for at least some of the loan packages includes guaranteed
closing costs.

6. The system of claim 1, wherein the second interface
displays information about the loan packages in a spread
sheet format.

7. The system of claim 6, wherein the information about
the loan packages comprises loan term, loan rate, loan
conditions and loan closing costs.

8. The system of claim 1, wherein the borrower grading
module calculates the credit grading, at least in-part, using
at least one lender-specific loan evaluation system of a
particular Jender.

9. The system of claim 1, wherein the borrower grading
module calculates the credit grading based in part on a
borrower credit rating obtained from a credit bureau.

10. The system of claim 1, wherein the borrower grading
module calculates the credit grading based on objective
criteria used by a plurality of lenders.

11. The system of claim 1, wherein the computer-imple-
mented system outputs the credit grading to the borrower.

12. The system of claim 1, wherein the second interface
presents to the borrower closing cost information for a loan,
said closing cost information compiled by a third party that
does not provide the loan.

13. The system of claim 1, wherein the second interface
additionally provides functionality for the borrower to apply
for a selected loan.

14. The system of claim 1, wherein the borrower grading
module generates the credit grading using a non-lender-
specific credit rating algorithm that is accepted by each of
said plurality of lenders.

15. The system of claim 1, wherein some of the loan
package data stored in the database and displayed via the
second interface is provided by a third party that is not one
of said lenders.

16. The system of claim 1, wherein the computer-imple-
mented system is capable of pre-approving the borrower for
the selected loan package on behalf of the lender without
exposing any information about the borrower to the lender.

17. The system of claim 1, wherein the computer-imple-
mented system is capable of fully approving the borrower
for the selected loan package on behalf of the lender.

18. The system of claim 1, wherein the computer-imple-
mented system reveals to the borrower monetary amounts
the lenders are paying for the funds associated with the loan
packages, such that the borrower can take said amounts into
consideration in selecting a loan package.

19. A computer-implemented method, comprising;

receiving, over a computer network, personal data entered

by a borrower, said personal data comprising loan
evaluation data;

automatically generating or cansing the generation of a

credit grading for the borrower such that the credit
grading is dependent upon the loan evaluation data
entered by the borrower, said credit grading being
distinct from a credit score obtained from a credit
bureau, and being generated at least partly using under-
writing criteria of one or more lenders;

identifying a set of loan packages for which the borrower

qualifies based on said credit grading, each loan pack-
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age including home loan information provided by a
Jender, and including guaranteed closing cost informa-
tion for closing services not provided by the lender,
wherein the set of loan packages 1s identified without
requiring the borrower to post a request to any lender;

outputting information regarding the set of loan packages,
including the guaranteed closing cost information for
closing services not provided by the lender, to the
borrower via a user interface that enables the borrower
1o at least compare total costs of the loan packages for
which the borrower qualifies, said user interface addi-
tionally providing functionality for the user to select
and apply for one of said loan packages; and

in response to a request from the borrower in association

with a selected loan package, communicating informa-
tion of the borrower 1o a corresponding lender.

20. The method of claim 19, wherein the method further
comprises outputting to the borrower an indication of an
amount a lender is paying for funds associated with at least
one of the Joan packages.

21. The method of claim 19, wherein the credit grading is
generated using a non-lender-specific grading algorithm.

22. The method of claim 19, wherein the method is
performed by a computer system operated by a third party
evaluator that is independent of said lenders, and the method
comprises automatically applying the underwriting criteria,
at least in part, by executing software confidentially pro-
vided 1o the third party evaluator by at least one of said
lenders.

23. The method of claim 19, further comprising pre-
approving the borrower for the selected loan package on
behalf of the lender without exposing any information of the
borrower to the lender.

24. The method of claim 19, further comprising approving
the borrower for the selected loan package on behalf of the
lender.

25. The system of claim 1, wherein the computer-imple-
mented system communicates the personal loan evaluation
information to the lender in association with an anonymous
identifier of the borrower.

26. The system of claim 1, wherein the computer-imple-
mented system 1s configured to communicate credit infor-
mation of the borrower to said lender while concealing the
identity of the borrower.

27. The system of claim 1, wherein the computer-imple-
mented system additionally enables the borrower to obtain a
pre-approval from the lender for the selected loan package
while remaining anonymous to the lender, said pre-approval
including guaranteed loan terms for the selected loan pack-
age.
28. The system of claim 27, wherein the selected loan
package is a mortgage-based home loan, and the pre-
approval additionally includes guaranteed closing costs for
the selected loan package.

29. The system of claim 1, wherein the computer-imple-
mented system is further capable of interacting with said
lender to enable the borrower to anomymously obtain
approval for the selected loan package.
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30. The system of claim 1, wherein the computer-imple-
mented system additionally provides functionality for the
borrower to select one or more third party vendors to provide
closing services associated with the selected loan package.

31. A computerized method of reducing discriminatory
lending, comprising:
obtaining personal and financial information of a bor-
rower seeking a home loan;

generating a credit grading for the borrower, at least in
part, via execution of software that automatically
applies underwriting criteria of at least one lender to the
financial information of the borrower, wherein the
credit grading is generated without exposing any of
said financial information of the borrower to any
lender,

using at least the credit grading to identify a plurality of

home loans for which the borrower qualifies, including
home loans offered by multiple different lenders, with-
out exposing any information of the borrower to any
lender;

outputting information to the borrower regarding the

plurality of home loans, said information including
interest rates and total costs of said home loans, said
total costs including costs of closing services not pro-
vided by the corresponding lenders; and

approving the borrower for a selected home loan of said

plurality of home loans while the borrower remains
anonymous to the lender offering the selected home
loan;

wherein the method inhibits discriminatory lending by

enabling the borrower to obtain approval for the
selected home loan while remaining anonymous to the
lender,

32. The method of claim 31, wherein the step of approv-
ing the borrower comprises guaranteeing a total cost of the
loan, including closing costs.

33. The method of claim 31, wherein the step of approv-
ing the borrower comprises exposing the financial informa-
tion of the borrower to the lender while concealing the
identity of the borrower.

34. The method of claim 31, wherein the step of output-
ting information to the borrower comprises offering guar-
anteed closing costs to the borrower in connection with
particular home loans.

35. The method of claim 31, wherein the method is
performed by a third party evaluator entity that is not one of
said Jenders.

36. The method of claim 35, wherein the step of gener-
ating the credit grading is performed via execution of
software confidentially provided to the third party evaluated
by at least one of said lenders.

37. The system of claim 1, wherein the computer system
is a distributed system.
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CREDIT/FINANCING PROCESS

CROSS-REFERENCE TO RELATED
APPLICATIONS

This application claims the benefit of U.S. provisional
application No. 60,312,919, filed Aug. 16, 2001, the entire
contents of which are hereby incorporated by reference, U.S.
provisional application 60/327,026 filed Oct. 3, 2001, the
entire contents of which are hereby incorporated by refer-
ence, and U.S. provisional application 60/362,314 filed Mar.
5, 2002, the entire contents of which are hereby incorporated
by reference.

BACKGROUND OF THE INVENTION

The present invention relates generally to financial trans-
actions including a method for a borrower 1o evaluate and/or
obtain financing, e.g., a loan or a credit card.

Shopping for financing (e.g., a loan, such as a mortgage)
can be a complicated time-consuming process. The mortgage
industry bas been slow to empower borrowers in orderto save
them time, make their lives easier, and help them determine
their best loan options. Because of this, borrowers, and in
particular, credit-impaired borrowers, are often overcharged.
The Coalition of Responsible Lending has stated that ten
million borrowers have been overcharged up-front fees of
$11,000,000,000, which equates to ten million borrowers
being overcharged an average of $1,100 each. The practice of
offering borrowers loans at rates that are higher than war-
ranted by the credit history of the borrower is sometimes
referred to as predatory lending. Predatory lending is a very
difficult and challenging problem to recognize in practice as
many lenders may use procedures that conceal the nafure of
the predatory practices.

There are newspaper or Internet referral sites which pub-
lish interest rates for one or more lenders. However, the user
must interact individually with each prospective lender. It 1s
very time consuming for a borrower to investigate each of the
potential lenders. Furthermore, each prospective lender typi-
cally runs a credit report on the borrower, causing there to be
multiple inquiries on the borrower’s credit report. The basis
for an adverse decision is often unknown.

There is thus a need for a way to help a borrower to avoid
predatory lending and paying higher than justified loan rates.

BRIEF SUMMARY OF THE INVENTION

One aspect of the present invention may be regarded as a
method for reducing predatory lending when a borrower
seeks financing. Personal information is obtained and
recorded regarding the reasons that the borrower wants to
obtain the financing. Loan evaluation information is obtained
and recorded. The loan evaluation information is preferably
based on, or the same as the criteria used by at least one
established financial institution that may provide financing to
the borrower. A credit grading is determined for the borrower
based on pre-established and objective criteria, the personal
information and the loan evaluation information. The credit
grading is performed by an entity that is not Joaning money to
the borrower.

The financing sought by the borrower may be a loan. The
loan may be, for example, a mortgage loan, a personal loan,
an auto loan, or a student loan. The financing sought by the
buyer may also be a credit card.

The credit grading information may be provided to the
borrower so the borrower can use the information to evaluate
his financing options, e.g., different loans.
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The credit grading information may be provided to at least
one financial institution. The financial institution evaluates
providing financing to the borrower based on the credit grad-
ing information. The credit grading information may be pro-
vided to a plurality of financial institutions or to others autho-
rized by the borrower. The information provided by the
borrower is preferably, but optionally bandled in a confiden-
tial manner and not disclosed to others. The credit score or
grade is also preferably handled in a confidential manner and
is not disclosed unless authorized by the borrower.

BRIEF DESCRIPTION OF THE DRAWINGS

These, as well as other features of the present invention,
will become apparent upon reference to the drawings,
wherein:

FIG. 1 is a flow diagram illustrating an exemplary method
for a user to obtain financing in accordance with the present
mnvention; and

FIGS. 2A-2B shows a block diagram illustrating further
detail of various aspects of the method illustrated in FIG. 1.

DETAILED DESCRIPTION

An improved way for borrowers to shop for financing (e.g.,
loans, such as mortgage or auto loans or credit cards) is
provided. A person or a group of people (borrower(s)) are
interested in receiving financing, such as a mortgage for a
home. The mortgage could be a purchase, refinance or cash-
out refinance home loan. It could be first, second or third
mortgage lien. For purposes of illustration herein, a mortgage
will be used in illustrating and describing the present inven-
tion. However, it will be appreciated that the loan can be
another type of loan, such as an auto loan, a personal loan, a
student loary, etc. or that the financing may not be a loan at all,
but may be directed to obtaining a credit card or arranging
other types of financial credit, for example, a line of credit.

A series of questions are asked of the borrower in order to
correlate the most appropriate financing with the borrower’s
desires. Credit and financial information is also acquired from
the borrower. That information is compared with financing
qualification criteria and/or credit qualifying criteria in order
to provide a borrower with an impartial credit evaluation or
loan evaluation based on the submitted information. That
credit evaluation or loan evaluation can be used as a check
against commercial lenders offering Joans to the borrower to
allow the borrower to compare against the loan rate or credit
rating offered to the borrower by lenders in order 1o ensure the
borrower receives the most desirable loan based on the credit
available to that borrower.

Referring now fo the drawings wherein the showings are
for purposes of illustrating preferred embodiments of the
present invention only, and not for purposes of limiting the
same, FIG. 1 is a flow diagram illustrating an exemplary
method for obtaining a mortgage. FIGS. 2A-2B are a block
diagram illustrating in further detail various aspect of the
method illustrated in FIG. 1.

The logic of F1G. 1 moves from a start block to block 100
where the user is asked a series of questions, either verbally,
or visually, for example, in a written format. In exemplary
embodiments, this process is performed over the Internet by
viewing questions on a computer display and sending respon-
sive information. The responsive information may be sent
over the Infernet, e.g., by filling out and submitting the infor-
mation in an online form, via attached documents, via
scanned documents, etc. It will be appreciated that the user
could also answer the question in person, over the phone, via
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facsimile, via postal mail, etc. In more detail, as shown in
block 200 of FIG. 24, the borrower(s) answer a series of
configurative questions. These questions relate 1o goals,
needs, wants, etc. of the borrower. The precise questions will
vary but are directed toward achieving one or more specific
purposes. These questions are optional, but are preferred. The
purpose of these questions is twofold. First, the questions
allow the potential borrower(s) to focus on exactly what the
borrower(s) is/are trying to accomplish. For example, the
primary interest might be to obtain funds to purchase real or
personal property, to improve monthly cash flow, to reduce
payment, to obtain a different type of loan, to alter the
monthly loan amount or other terms of the loan, or to refi-
nance and obtain various amounts of cash. Second, the ques-
tions make clear to the loan processor and/or eventual lender
exactly what the borrower(s) objectives are in seeking the
financing so the most appropriate types of loans and terms can
be offered to the borrower(s).

Prior to finalizing a loan amount, various items, such as
points and fees being charged, type of loan product (conven-
tional, FH.A., V.A,, etc.), lien position, purpose of loan, etc.
can be verified with the borrower(s) to be certain that the loan
being put in place is the loan most suitable to what the bor-
rower(s) wants. As with the prior questions, these questions
can be answered over the phone, on-line, through the mail, by
fax, in person, efc.

The logic of FIG. 1 proceeds to block 102 where financial
evaluation information is obtained and recorded from at Jeast
one financial institution from which the borrower may obtain
the loan, financing, credit, etc.

In addition to providing the information from the configu-
rative questions, the borrower(s) provide information suffi-
cient to apply for a loan. This may alternatively comprise

actually applying for a loan or financing independently and ,

separately from any person or entity that is a mortgage credit
grantor or mortgage arranger (block 202). This application
can be done over the phone, on-line or with a live customer
service representative assisting the telephone applicant(s). It
can also be done through the mail, in person, by fax, or
through a global communications system, such as the Inter-
pet.

The loan application can also be done with the assistance of
a loan processing service that helps answer questions of the
borrower, acquire information, and generally assist the bor-
rower in the application process (block 206). There may or
may not be a fee charged for this application portion of the
service. Loan processors can help explain to potential lenders
various aspects of the borrowers credit history that may
appear undesirable. They may help consolidate priorloans, to
remove or explain adverse credit ratings, or claims, and make
the borrower’s credit appear more desirable. Some of these
aspect involve credit correction which is discussed in further
detail later. While the assistance of a third party can be used in
the loan application process, the borrower(s) may attempt to
apply on his own. The information from this loan application
is provided to the same entity having the responses to the
configurative questions.

Often, the borrower(s) may be aware of something that
needs to be corrected or questioned regarding the credit report
of the individual borrower or borrower. The borrower(s) may
be aware of this before or become aware of this during the
mortgage application process. The borrower could go directly
to a credit correction cormpany or be referred by the loan
processor 1o a credit correction company (block 208). There
may or may not be a fee charged for this service. The infor-
mation given to any credit correction company is preferably,
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but optionally, provided to the same entity that has the
responses to the configurative questions.

The purpose of the credit correction is to resolve anything
having an adverse effect on the consumer’s credit and that is
typically achieved by removing incorrect information, clos-
ing accounts that the borrower sees no useful purpose in
keeping open, negotiating settlements of amounts owed to
creditors as well as negotiating the reduction or removal of
negative items on the credit report. The credit correction
could also coordinate among creditors and the three major
credit bureaus (Experian, Transunion and Bquifax) to cor-
rectly portray outstanding balances, public records items, tax
liens, judgments, collections, charge-offs and, in conjunction
with Fair Isaac’s Company (FICO), all to improve the credit
scores of the borrower. Any results of the credit correction are
preferably, but optionally, provided to the same entity that has
the responses to the configurative questions, especially if the
results alter the credit worthiness of the borrower.

The logic then moves to block 104 where a credit grade or
score is determined. In conjunction with the previously
answered configurative questions, the borrower’s mortgage
or other financial application will be evaluated based upon
objective, pre-set underwriting criteria. One or more, and
preferably all, of the credit history, credit score(s), equity,
down payment, income, assets, job history and stability could
be considered. The criteria need not be inclusive of all lend-
er’s criteria. The mortgage credit evaluation system is pref-
erably based upon commonly used industry evaluation sys-
tems, including one or more of Fannie Mae, Freddie Mac,
FH.A., V.A., Ginnie Mae, private mortgage insurance com-
panies, or combinations of those evaluation systems. It could
also be based upon individual lender’s evaluation systems if
those are different from the above-mentioned systems. For
example, Washington Mutual Bank has significant market
share in the United States. The institution may have its own
evaluation process, possibly not commonly used within the
industry. The results of the evaluation are based on objective,
pre-set underwriting criteria provided to the borrower. In
exemplary embodiments of the invention, the borrower is
provided with his or her credit report and credit grades or
scores. The borrower could also be provided with an elec-
tronic appraisal of the property. This information could be
provided to the borrower via the Internet or via another
method, such as via facsimile or mail.

For other types of financing, other financial criteria will
apply. For example, a bank’s criteria for a credit card, for a
lie of credit. The criteria is preferably that criteria used by a
recognized institution providing the financing desired by the
borrower, and the criteria will vary with the institution and the
type of criteria involved.

The purpose of would-be borrower(s) knowing indepen-
dently of any interested mortgage credit grantor or arranger is
for the borrower(s) to independently know their borrowing
strength and ability. If the borrower(s) know that they have an
excellent grade in the mortgage credit granting system, they
are armed with valuable information that can help them to
negotiate the most favorable terms, e.g., interest rates. See
block 212 of FIG. 2A. This may also allow the borrower(s) to
receive a better loan suited to their particular needs, prefer-
ably, but optionally, as indicated by the borrower’s responses
to the personal configurative questions. This may not neces-
sarily mean the most favorable interest rate. For example,
while a borrower may be able to get 90% cash-out, it may be
more valuable to the borrower to get only 80% cash-out. The
90% cash-out will probably carry a less favorable interest rate
or more points, or both.
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The would-be borrower preferably receives a credit pre-
approval from the entity having the responses to the configu-
rative questions and the other above identified information.
Alternatively, the would-be borrower receives a full loan
approval from the entity having the responses to the configu-
rative questions and the other above identified information.
The difference between these two alternatives is that the
pre-approval gives a loan amount and loan terms that the
borrower is currently eligible for. The actual loan approval
means that the borrower(s) have everything in place; a spe-
cific property, specific interest rate and loan amount,
appraisal, title report, escrow/attorney (closing agent), paper-
work, proof of income, assets (if needed), for that particular
loan program, and any other required paperwork that might
be needed to complete the transaction. The borrower(s) is/are
issued a Joan number and personal identification (PIN) num-
ber.

The approval or pre-approval will be good (locked) for a
certain number of days. The pumber of days will vary based
on a variety of circumstances. A loan number is preferably,
but optionally, issued in conjunction with commonly used
underwriting standards, systems, and criteria. For example,
FANNIE MAE might issue a loan number. That loan number
could be the loan number issued for the borrower(s) credit
pre-approval or Joan approval. A personal identification num-
ber (PIN) can be used for privacy protection. Preferably, but
optionally, the borrower(s), through their PIN number, con-
trol who can look at their file. Thus, preferably the borrower’s
credit information can be owned by the borrower. No one has
access to the borrower’s identity or information without the
borrower releasing the information.

Using this approval or pre-approval information, the bor-
rower(s) can shop on their own. The borrower(s) can shop
anonymously through a computerized search engine. Or, the
borrower(s) can shop openly with the assistance of a cooper-
ating agency. See block 214.

The borrower(s) may be able to access current interest rate
and fee surveys of lender/mortgage companies to compare
that information with what the applicant is being quoted by
others. See block 212. The borrower(s) may also be able to
find out how much the Jender/mortgage company is paying
for the money being loaned to the borrower or used to provide
other financial services to the borrower or applicant. This is
similar to finding out what a car dealer pays the manufacturer
for the car. Additionally, the mortgage applicant(s) or borrow-
er(s) can analyze the data in a comparable format (wrapping
the data). This can help to determine the most beneficial Joan
or other financial arrangement. This usually, but not always
means, the lowest interest rate, the lowest credit rate, etc. that
meets the applicant’s personal requirements.

After receiving the credit report, loan approval or loan
pre-approval, the borrower can go to negotiate a loan on his or
her own behalf with any mortgage originator(s) that may
financially benefit by packaging and/or funding the borrow-
er’s loan. See block 214. The borrower authorizes the mort-
gage originator to pull-up the approval findings using the
pre-approval/approval authorization number. The mortgage
originator negotiates a rate and fees for the borrower o be
charged, knowing that the loan 1s already pre-approved and in
the belief that the information inputted from the loan appli-
cation is accurate. The mortgage originator will likely make
any mortgage or financing subject to verification of informa-
tion inputted from the loan application. The rate and fees
charged are typically based upon the credit grading of the
approval.

With authorization from the borrower, the mortgage origi-
nator then collects the information needed from the loan
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approval findings. The borrower(s) is/are simply handing
over the package of required items that the pre-approval/
approval has specified. See block 216. The lender formally
examines the Joan file. The lender locks in interest rate. Upon
satisfactory receipt of accurate and valid information (quality
control), the file is formally lender approved. The loan docu-
ments are drawn. The borrower(s) sign the Joan documents.
The loan is funded. See block 218. Other types of financial
assistance will have different processes that vary with the
nature of the transactions involved, such as a credit card, line
of credit, etc. .

The information compiled by the entity having the answers
to the configurative questions can also be used for goods or
services related to the purpose for which the borrower is
obtaining financing or for helping the borrower obtain such
goods or services. See block 220. Thus, the borrower(s) may
also need other industry services. Some examples are a clos-
ing agent, title company, real estate agent, home inspector,
termite company and utility hook-up, alt of which are related
to a home purchase. A system and method for identifying
third party vendors for goods and services related o real
estate transactions is disclosed in U.S. Pat. No. 6,321,202, the
complete contents of which are incorporated by reference
herein. The borrower(s) could find those needed services
through this credit granting system, by having the entity with
the answers to the configurative questions provide the infor-
mation to the borrower, or provide the identity of the borrower
1o providers of the appropriate goods or services. It will be
appreciated that these related services are dependent upon
and vary with the type of loan or financing being obtained by
the borrower. For example, in the case of an auto loan, related
services might include auto security devices, etc. There may
or may not be a charge for providing contact information for
these needed goods and/or services.

After the borrower(s) go through the credit granting pro-
cess, they may or may not have actually had a loan fonded.
Within this mortgage credit granting system, there is oppor-
tunity for providing firtture reminders or information on the
borrowers' credit report and credit scores, property value,
interest rates, borrowing power, efc. The borrower(s) may
wish to access information about his/their own property(ies),
credit, borrowing power, etc. This could be done by paying or
not paying a fee for unlimited usage, periodically sent fo
borrower(s) (subscription service) or on a per transaction
basis. See block 224.

Additionally, the borrower(s) may periodically receive
informational bulletins for the purpose of maintaining a rela-
tionship between the borrower and the entity having the
answers to the configurative questions. See block 226. This
could be communicated by fax, Internet, e-mail, delivered
mail or by phone, or other communication devices now exist-
ing or developed in the future.

The borrower could also access marketing services by giv-
ing permission to receive advertising, be contacted about a

5 specific product or service related to home ownership. The

borrower could also initiate communication with a related
product or service (Agency Service) that can be accessed as
part of this credit granting system. There may or may not be
a fee charged for this service whether it is the borrower of
vendor.

This above method is not designed to be used to actually
negotiate mortgages. It could be used to do this, but prefer-
ably, it is designed fo give the borrower information about
their credit grading. If borrowers know that they are accept-
able based on commonly used credit-granting standards/sys-
tems/criteria (e.g., Fannie Mae, Freddie Mac, EH.A., VA,
ec.) that typically offer the lowest rates and fees, it makes
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them less vulnerable to be victimized by predatory lenders
and/or mortgage originators that charge unreasonably high
rates and fees to a good quality borrower. Similarly, this
process allows an applicant to evaluate an aspect of their
finances based on accepted criteria nsed in the trade for the
particular financial aspect in question, and enables the appli-
cant to use the resulting information to the advantage of the
applicant

Borrower privacy is preferably, but optionally, an impor-
tant critical compopent to this credit granting system. Prefer-
ably, no entity gains access to the borrowers' information
without the clear consent of the borrower. Any entity that
receives business through this system (e.g., loan processor,
credit correction company) is thus preferably contractually
obligated to maintain the borrower’s privacy. Likewise, affili-
ated entities having access to borrower information are pref-
erably precluded by agreement from releasing information
about that borrower unless the borrower gives permission to
do sa. Preferably, the information may only be released as
specifically instructed by the borrower(s).

There is thus advantageously provided a method by which
an applicant seeking financing can provide information o a
third party evaluator that will render an independent evalua-
tion of the applicant for the requested financing based on
objective criteria used by at Jeast one established entity that
can provide the financing sought by the applicant. The appli-
cant can then use that independent evaluation for his/her/its
own purposes. Preferably, the applicant will use the evalua-
tion fo obtain the desired financing, to negotiate more favor-
able terms on the financing, or to guard against terms less
favorable than are believed to be otherwise available 1o a
person having the independent evaluation.

More preferably, the applicant also provides information
relating to the reasons for seeking the financing. That infor-
mation is preferably, but optionally used by the third party
evaluator to select criteria more applicable to the desires of
the applicant, or to direct the applicant to financial institutions
more likely to suit the applicant’s needs or the applicant’s
desires, or to allow a financial institution to evaluate the
applicant’s financial requests, or any combination of these.
Further, this information can be provided to third party pro-
viders who can provide goods or services to the applicant
which goods or services are related to the use to which the
applicant intends to put the financing.

There 1s thus provided a method by which a third party can
acquire information from an applicant and compare the infor-
mation with predetermined criteria and provide an evaluation
relating to a financial matter. The evaluation can be used to
avoid predatory lending, is preferably used to obtain financ-
ing in the form of fizancial assistance to the applicant, and is
more preferably used to obtain a financial loan, and is still
more preferably used to obtain home mortgage financing,. In
the mortgage context, the service will preferably provide
persons seeking mortgages with information about the
amount of money they should be able to borrow based upon
current rates. By establishing appropriate arrangements
between the third party evaluator and the person providing the
mortgage or other financial service, a pre-approval could even
be granted by the third party, such as a mortgage pre-approval.
Such pre-approval would be subject to the later agreement by
the lender or provider of other financial services after verifi-
cation of the information provided by the borrower or other
person seeking financial services.

The method described herein is advantageously imple-
mented by inputting the information from the applicant into a
computer, into an electronic device, or into another device
which compares at least some of the information to predeter-
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mined criteria used by an established entity, be it a person,
business or organization, that provides financial services of
the type sought or needed by the applicant. Preferably, the
criteria is stored in memory and the applicable criteria is
selected by the computer automatically or by a person manu-
ally, based in part upon personal information provided by the
applicant as to the reasons for requesting the financial service.
Advantageously, the evaluation also includes specifics on the
financial services desired, such as appropriate fee and inferest
rate ranges based on the loan amount and Joan program for a
home loan mortgage. A tentative pre-approval can also be
provided by the third party evaluator subject to verification of
the accuracy of the information provided by the person seek-
ing the financial services.

Advantageously the criteria for providing the requested
financial service (e.g., mortgage) is obtained from several
providers, preferably the major providers of the desired finan-
cial service (e.g., Freddie Mac, Fannie Mae, FHA, VHA, etc).
The disclosure and use of the financial criteria will typically
be confidential between the third party evaluator and the
provider of the desired services. Moreover, the disclosure of
the financial criteria preferably includes computer software
allowing automated application of the criteria by the third
party evaluator. If access to the actual criferia used by provid-
ers of the desired service is not available, then in appropriate
circumstances software or criteria closely mimicking the
desired service provider’s criteria can be used. For example,
in the home mortgage area if Freddie Mac loan criteria is not
available, then loan criteria from Countrywide could be nsed.

Advantageously, but optionally, the configuration informa-
tion is also provided to the third party evaluator, and that
information is used to help select the financial service pro-
viders most likely to provide the service desired. The com-
puter database that is preferably, but optionally used to assist
in the evaluation is desirably programed to narrow the finan-
cial sources based on the requirements of the person seeking
the financial services.

The comparison results in an evaluation that is preferably
printed or provided in other tangible form or in a form visu-
ally perceptible by the applicant, as for example, a visual
display on a computer screen or video monitor. Advanta-
geously, the person seeking the financial services will be
provided with an evaluation from the major suppliers of the
desired financial services. For example, a credit rating from

5 the three major providers (Experian, Transunion, Equifax)

could be provided.

The method described herein can advantageously be nsed
online, with the person seeking financial services filling out
his or her own application and transmitting the information
over the Internet. The third party evaluator will receive the
information and use a computer to search for the requestor’s
best options based upon the information provided by the
requestor and based upon the requestor’s specific needs or
special requests as identified by the configuration questions.
The third party evaluation, in the home loan context, advan-
tageously provides credit reports and scores, loan approval
findings and an AVM (automated valuation model) if there is
a specific property in question.

Because the requestor (the person seeking the financial
services) owns all of the personal information provided to the
third party evaluator, and because the information is provided
over secured lines and methods of transmittal, the informa-
tion is confidential and preferably will not be released without
permission from the requester. This differs from many, if not
all, of the current home loan situations in which the lender
owns the application (and thus the information on the appli-
cation) for a home loan. Indeed, having the lender own the
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credit information is required by law in order to regulate
lenders and inhibit frand committed by lenders upon borrow-
ers seeking home loans.

The requestor/borrower can then shop for a loan anony-
mously through any of a variety ways. Once the requestor/
borrower finds an acceptable choice, the third party sends the
evaluation and some or all of the fipancial information
obtained from the requestor and some or all of the configu-
ration information, to the provider selected by the requestor.
This allows the confidential information to be sent only fo the
person or persons specifically identified by the requestor/
borrower. This contrasts significantly with current Internet
based loan systems in which financial information is simul-
taneously submitted to a plurality of predesignated, potential
lenders in the hope that one of them will offer to make a loan
after internally evaluating the loan request.

Upon receipt of the third party evaluation, the requestor/
borrower may also decide to wait and attempt to improve the
credit rating or evaluation. Credit problems can be cleared up,
debt can be consolidated, etc. Because the evaluation is con-
fidential, there is no adverse report to later hinder the
requestor/borrower and there are fewer credit checks showing
up on the requestor’s credit. There are disadvantages to hav-
ing a large number of credit checks on a person’s credit.

The present method envisions that the person seeking the
financial services will incur a legal obligation to pay, and will
actually pay the third party for rendering an independent
evaluation based on objective criteria. The payment by the
person seeking the service is different than reimbursing
appraisal fees or the costs of credit reports, and constitutes
payment for services rendered. The payment is preferably an
out-of-pocket payment by cash, check, money order, credit
card etc.

But the payment can in some circumstances be made by the
person providing the financial services. An example would be
when the third party provides the person seeking the desired
financial services with the identification of one or more pro-
viders of the desired financial services and the person desiring
the financial services actually obtains the services from the
provider. In that case, a preexisting arrangement may exist
under which the person providing the financial services pays
for the evaluation by the third party, gives a financial credit to
the person seeking the service, or provides a separate pay-
ment to the third party. Moreover, the person providing the
financial services may pay the third party evaluator for refer-
ring the person seeking the financial services. Because the
third party is preferably independent, these payments from
the providers are transfers between separate legal entities that
have no ownership affiliation, and they must comply with
regulatory disclosure requirements. Despite the existence of
such financial reimbursements for providing leads to lenders
orto other service providers, the third party evaluators are still
considered independent. If the third party evaluator is a full
time employee of an entity providing the desired financial
services or if the third party evaluator receives a percentage
commission from an affiliated company based on the loans
funded through this program, then the third party would most
likely not be considered independent. Either an independent
third party, or an affiliated/interested third party could be
used, but the affiliated/interested third party is less desirable.

The above description is given in the context of an indi-
vidual obtaining financial services, using a home loan as an
example. The method provided herein is equally applicableto
any person, when person is understood to mean any human, as
well as any legal entity such as a corporation, partnership,
limited liability company, etc.
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While an illustrative and presently preferred embodiment
of the invention has been described in detail herein, it is to be
understood that the inventive concepts may be otherwise vari-
ously embodied and employed and that the appended claims
are intended to be construed to include such variations except
insofar as limited by the priorart. Further, the various features
of this invention can be used alone, or in varying combina-
tions with each other and are not intended to be limited to the
specific combination described herein.

What is claimed is:

1. A method of assisting a borrower in obtaining a loan, the
method comprising:

(a) receiving, over a network, personal information of a
borrower, said personal information including financial
information of the borrower, and including information
regarding objectives of the borrower in seeking a loan,
said personal information obtained, at Jeast in part, via
an online form completed by the borrower;

(b) selecting, based on said information regarding objec-
tives of the borrower, underwriting criteria to be used to
generate a credit grading for the borrower;

(c) programmatically generating the credit grading for the
borrower using the selected underwriting criteria,
wherein the selected underwriting criteria includes
objective criteria used by one or more lenders capable of
providing the loan;

(d) outputting information regarding the credit grading,
and information regarding a plurality of lenders capable
of providing the Joan, to the borrower; and

(e) subsequently to steps (a)-(d), in response to receiving
authorization from the borrower, sending the credit
grading and at least some of the personal information of
the borrower to a particular one of said lenders selected
by the borrower;

wherein steps (a)-(¢) are performed by a third party evalu-
ator that does not provide the loan, and is performed
such that none of the received personal information of
the borrower is released to any of the lenders without
specific authorization from the borrower, whereby the
method enables the borrower to assess its borrowing
ability and to select a lender for providing the loan
without exposing any personal information to any ofthe
lenders, and wherein the method further comprises the
third party evaluator receiving, from a lender, software
that automatically applies the selected underwriting cri-
teria to information of the borrower.

2. The method of claim 1, wherein the third party obtains
said software under an obligation to maintain the selected
underwriting criteria confidential.

3. A method of assisting a borrower in obtaining a loan, the
method comprising:

(a) receiving, over a network, personal information of a
borrower, said personal information including financial
information of the borrower, and including information
regarding objectives of the borrower in seeking a loan,
said personal information obtained, at least in part, via
an online form completed by the borrower;

(b) selecting, based on said information regarding objec-
tives of the borrower, underwriting criteria to be used to
generate a credit grading for the borrower;

(c) programmatically generating the credit grading for the
borrower using the selected underwriting criteria,
wherein the selected underwriting criteria includes
objective criteria used by one or more lenders capable of
providing the loan;
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(d) outputting information regarding the credit grading,
and information regarding a plurality of lenders capable
of providing the loan, to the borrower; and

(e) subsequently to steps (a)-(d), in response to receiving
authorization from the borrower, sending the credit
grading and at least some of the personal information of
the borrower to a particular one of said Jenders selected
by the bortower;

wherein steps (a)-(e) are performed by a third party evalu-
ator that does not provide the loan, and is performed
such that none of the received personal information of
the borrower is released to any of the lenders without
specific authorization from the borrower, whereby the
method enables the borrower to assess its borrowing
ability and 1o select a lender for providing the loan
without exposing any personal information to any of the
lenders, and wherein the method further comprises the
third party evaluator issuing a loan number to the bor-
rower while the borrower remains anonymous to the
lenders.

4. A method of assisting a borrower in obtaining a loan, the

method comprising:

(a) receiving, over a network, personal information of a
borrower, said personal information including financial
information of the borrower, and including information
regarding objectives of the borrower in seeking a loan,
said personal information obtained, at least in part, via
an online form completed by the borrower;

(b) selecting, based on said information regarding objec-
tives of the borrower, underwriting criteria to be used to
generate a credit grading for the borrower;

(c) programmatically generating the credit grading for the
borrower using the selected underwriting criteria,
wherein the selected underwriting criteria includes
objective criteria used by one or more lenders capable of
providing the loan;

(d) outputting information regarding the credit grading,
and information regarding a plurality of lenders capable
of providing the loan, to the borrower; and

(e) subsequently to steps (a)-(d), in response to receiving
authorization from the borrower, sending the credit
grading and at least some of the personal information of
the borrower to a particular one of said lenders selected
by the borrower;

wherein steps (a)-(e) are performed by a third party evalu-
ator that does not provide the loan, and is performed
such that none of the received personal information of
the borrower is released to any of the lenders without
specific authorization from the borrower, whereby the
method enables the borrower to assess its borrowing
ability and to select a lender for providing the loan
without exposing any personal information to any of the
lenders, wherein the method further comprises the third
party evaluator providing a full loan approval to the
borrower while the borrower remains anonymous to said
lenders, said full loan approval provided in connection
with a particular real estate property.

5. A method of assisting a borrower in obtaining a loan, the

method comprising:

(a) receiving, over a network, personal information of a
borrower, said personal information including financial
information of the borrower, and including information
regarding objectives of the borrower in seeking a loan,
said personal information obtained, at least in part, via
an online form completed by the borrower;
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(b) selecting, based on said information regarding objec-
tives of the borrower, underwriting criteria to be used to
generate a credit grading for the borrower;

(c) programmatically generating the credit grading for the
borrower using the selected underwriting criteria,
wherein the selected underwriting criteria inclndes
objective criteria used by one or more lenders capable of
providing the loan;

(d) outputting information regarding the credit grading,
and information regarding a plurality of lenders capable
of providing the loan, fo the borrower; and

(e) subsequently to steps (a)-(d), in response to receiving
authorization from the borrower, sending the credit
grading and at least some of the personal information of
the borrower to a particular one of said lenders selected
by the borrower;

wherein steps (a)-(e) are performed by a third party evalu-
ator that does not provide the Joan, and is performed
such that none of the received personal information of
the borrower is released to any of the lenders without
specific authorization from the borrower, whereby the
method enables the borrower 1o assess its borrowing
ability and to select a Jender for providing the loan
without exposing any personal information to any of the
lenders, wherein step (d) comprises outputting informa-
tion to the borrower regarding specific loans offered by
said lenders, and wherein the information about specific
loans comprises an indication of an amount a lender is
paying for money associated with a loan.

6. A method of assisting a borrower in obtaining a loan, the

method comprising:

(a) receiving, over a network, personal information of a
borrower, said personal information including financial
information of the borrower, and including information
regarding objectives of the borrower in secking a loan,
said personal information obtained, at least in part, via
an online form completed by the borrower;

(b) selecting, based on said information regarding objec-
tives of the borrower, underwriting criteria to be used to
generate a credit grading for the borrower;

(c) programmatically generating the credit grading for the
borrower using the selected underwriting criteria,
wherein the selected underwriting criteria includes
objective criteria used by one or more lenders capable of
providing the loan;

(d) outputting information regarding the credit grading,
and information regarding a plurality of lenders capable
of providing the loan, to the borrower; and

(e) subsequently 1o steps (a)-(d), in response to receiving
authorization from the borrower, sending the credit

" grading and at least some of the personal information of
the borrower to a particular one of said lenders selected
by the borrower;

wherein steps (a)-{e) are performed by a third party evalu-
ator that does not provide the loan, and is performed
such that none of the received personal information of
the borrower is released to any of the lenders without
specific authorization from the borrower, whereby the
method enables the borrower to assess its borrowing
ability and to select a lender for providing the loan
without exposing any personal information to any of the
lenders, wherein the method comprises the third party
evaluator selecting and applying the underwriting crite-
ria of a particular lender, as obtained confidentially from
said particular lender.
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PROOF OF SERVICE
I declare that I am employed with the law firm of Freitas Tseng & Kaufman
LLP, 100 Marine Parkway, Suite 200, Redwood Shores, CA 94065. I am more
than eighteen years old and not a party to this action.
I further declare that on September 30, 2013, I served true and correct copies
of the following document(s):
SECOND AMENDED COMPLAINT

via electronic mail to the address listed below.

Benjamin C. Deming Attorneys for Defendants

DNL ZITO Costco Wholesale Corporation,

355 South Grand Avenue, Suite 2450 First Choice Loan Services, Inc., and
Los Angeles, California 90071 NYLX, Inc.

Telephone: (213) 400-3344
Facsimile: (213) 402-2476
bdeming@dnlzito.com

The document(s) was served electronically and the transmission was reported as
complete and without error.

I declare under penalty of perjury under the laws of the United States that
the above is true and correct.

Executed on September 30, 2013, at Redwood Shores, CA.

/s/ Melanie Arlantico
Melanie Arlantico

PROOF OF SERVICE
No. 8:13-cv-00043 AG (AN)




