and gives the seller a dollar bill.

Buyer goes to store and buys candy bar

Lost Candy Bar
Lost Note Affidavits - UCC

[If the seller destroys the dollar bill he suffers the loss.

Buyer goes to store

Seller Scans Paper Slips
Into Electronic Format

and signs a slip.

'_ Transaction from this point to
Secondary Market Book—Entry
unlawful in electronic form

Contents of CD—Rom Made Up

If the seller destroys the slip he does not suffer the
loss due to selling the loss along down the line.

Foreclosure Executed
On Candy Bar

Candy Bar Foreclosed Upol

Court Deceived by

u
Wi

The Lost Note Affidavit
Failure to Produce Original
and Orders Foreclosure

Law Firm Goes to Court

sing Lost Note Affidavit

ith Printed Copy of Slip

End of Frclu Line

Servicer Alleges Payment

of Graphic Images of Many Slips

|
|
|
|
|
|
|
|
| and buys candy bar
|
|
|
|
|
|
|
: Electronic Book—Entry

§ 3-604. DISCHARGE BY CANCELLATION OR RENUNCIATION.
(a) A person entitled to enforce an instrument, with or without
consideration, may discharge the obligation of a party to pay the
instrument (i) by an intentional voluntary act, such as surrender
of the instrument to the party, destruction, mutilation, or

Owner/Holder

Tracking Servi
Buyer Makes m‘i:,el?gMEl:gwce

Payments
)
L, Z

Seller sold CD—ROM
data to Biggie Bank
Holder/Owner
used as collateral
in secondary market

Biggie Bank r" Slj|
C p Insured
Sells Slips e Against Default
Sells ' / gainst Defau
ecuritizer | (i.e. PMI)

Executes Electronic Tranfers
Similar Paper Bailee’s Letter

Servicer Conducts Action
Per Pooling Servicing Agreement
_—— —

Default Securitizer Sells

Law Firm Hired to Execute Servicing Rights Alledged
Enforcement Actions PSA Holder/Owner
| of Slips

Court Hears Foreclosure Case
Intentional Voluntary Act of
Destruction Not Disclosed

Court Hears Cause
For Eviction

. ¥
T

Court Issues
Writ of Possession
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Law Firm Goes to Court
To Get Eviction Order

Sheriff Executes
Writ of Possession

76095-1352

No law to support electronic notes in primary
market Intentional Voluntatry Destruction of slip
renders debt obilgation null and void

Sheriff Evicts Buyer

§ 3-604. DISCHARGE BY CANCELLATION OR RENUNCIATION.
(a) A person entitled to enforce an instrument, with or without
consideration, may discharge the obligation of a party to pay the
instrument (i) by an intentional voluntary act, such as surrender
of the instrument to the party, destruction, mutilation, or

Investors Receive
Monthy Payments

Secondary Market Book—Entry
______________________ " Governed by Securities Laws

Fraud Has Been Introduced into

Securitzer_Creates Securities Market From Primary Market

And Sells Secondary

Certificate Trustee Receives Market Certificates

Payments From Servicer Other created

secondary market
investment vehicle
primary slip is collateral

Other created
secondary market
investment vehicle

primary slip is collateral

First Tier
Certificate

Multiple Certificates Bundled

Investors Buy First Tier Trustee Sells Certificates

Benefical Ownership in
Certificates ‘

X
\
k"
\

\
i

ives
Default

Yes/No

I
End of Fraud Line

Offered For Sale in Mega
Certificate .i.e Fannie Mae

i.e. Fannie Mega Trust

- Derivatives Collateral First Tier _ Derivatives
Default Certificates Default
Yes/No Yes/No
Collects/Disburse Payments Second Tier
To/From Second & Third Tier Certificate
Trustee's Cer‘tifi_actes Insured
Certifiactes Insured i Against Default
Against Default Mequ Split
Certifiactes Insured Principal Only
Against Default X Interest Only
Third Tier Certificates
Certificate

Investors Buy Principal Only Split Interest Only Slip Third Tier Trustee Investors Buy
Benefical Ownership in Benefical Ownership in
Certificates Collateral Second Tier Certificates
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