Report:  Meeting with LPS Network Attorney
Date:  Sunday, July 11, 2010

The subjects were covered in no particular order and here are my notes in chronological order:

1.
All Network attorneys are now employed by LPS Default Solutions, LLC.  They are also required to sign an Agreement with the Servicers. Each Servicer has a separate Agreement drafted by LPS. The Servicer Agreements authorize the attorneys to communicate exclusively with LPS on behalf of the default services out-sourced to LPS.  However, if the Network attorneys try to contact the actual Servicers and in fact reach someone the standard response is “why don’t you call LPS.”  Also, the Network attorneys are not provided a list of Servicer contacts, employees, email addresses, numbers, etc.
2.
The First American National Network (FANDO)(now CreditLogic) is the number one competitor for LPS.  FANDO communicates with attorneys and servicers through a communication platform called Vendorscape.  Vendorscape is a secured communication system but is used solely for this purpose (e.g., communication). Although Vendorscape can track timelines, milestones, etc., FANDO does not monitor or grade or rate these issues.  Also, FANDO does not rate or rank law firms and requires no contracts between FANDO and local firms. CitiMortgage is a big user of FANDO and Vendorscape.  Citi primarily uses Vendorscape as a communication system for sending emails to and from local attorneys.  The local attorney would have to instruct a mortgage servicer to add Vendorscape communications emails to the collections notes as they are not automatically added as is the case with LPS Desktop.  The Vendorscape communications have a box that is checked if a response is required.  However, it is rarely checked.  Vendorscape is not used for an “escalated” or problem matters.  The local firm would go to Stage 2 which would be a direct contact with the servicer.  FANDO does not manage attorneys or refer cases to attorneys except to the extent servicers use the Vendorscape program to email assignments to local counsel.

3.
Escalated Events are covered in the LPS Desktop System provided by LPS Default Solutions, LLC.  You have a 1st, 2nd and 3rd tier level of “escalation events.”  With a 3rd tier escalation event, the case is going to be removed from the LPS system and the network attorney and referred to national or regional counsel (TBL) who works directly for the servicer.  LPS Desktop may still be used for communications between the TBL and the servicer but that all Desktop will be used for with a 3rd level Escalation situation.  When this happens, it means that your case or claim has gotten the attention of the servicer’s General Counsel and further indicates the desire of the servicer to either settle the matter or try and shut it down with adverse legal actions.

4.
The LPS Collection Notes are still one of the more important discovery sources of data and information.  You would also want all open and closed issues, all communiqués, all documents reviewed or downloaded, all documents transmitted for signature required, all re-projections, all holds, all requests for exceptions on the APR ratings.  You also want the MSP collection notes as they may or may not be included in the LPS Desktop Notes. All Desktop Notes on the other hand are most always included in the MSP Collection notes.  You also want to get complete copy of the corporate collection history (the raw MSP transaction history) and the summary pages for all of the subsidiary accounts (escrow, debtor suspense, trustee suspense, attorney fees, property inspections, broker price opinions, appraisals, statutory expenses, miscellaneous expenses, restricted advances, non-restricted advances, etc.).
5.
Brice Vander Linden has been terminated by Wells Fargo as a mortgage default vendor.  Brice operates through a back office operation called National Default Solutions, LLC.  NDS is owned by a third-party investor and the stock may go public soon.  NDS provides almost all services for Litton and some for CitiMortgage.  Brice has a very bad reputation for not paying sub-vendors and for providing erroneous data and information.  NDS is located right beside the Litton Default Processing Center in Texas and not far from the big Texas Citi default operations center.

6.
The IndyMac (now OneWest) PSAs are some of the very few PSAs that do NOT permit any voluntary modifications and thus no HAMPS.  They are doing mods but in response to legal leverage through litigation.  Litigation includes objections to POCs, objections to MFRS, and of course adversary proceedings.
7.
LPS controls about 40% of the market as a sub-servicer for primary and default servicers and about 60% of the servicers use MSP. The biggest competitor for MPS right now is proprietary servicing platforms such as those developed by Ocwen and Countrywide (now BAC Home Loans).  BAC elected to stay with the CWHL platform in lieu of switching to MSP.  This was a major financial blow for LPS as LPS was counting on BAC switching to MSP.  MSP now has a rather efficient and seamless software program that will convert any other servicing platform to the standard MSP format.  Also, MSP has developed another software program that will automatically “scrape” all of the data from the MSP life of loan transactional history and populate and create the XSL worksheets.
8.
The LPS servicers do not allow their attorneys to collect fees for HAMP mods except in Bankruptcy cases.  In those cases, all HAMP mods must be approved by the Bankruptcy court and the fixed fee is $360.00.  These fees are probably added to the principal balance as you will never see them as a corporate advance on a contractual life of loan transactional history or any other accounts.  The same situation occurs when the servicers send the monthly remittance requests to the Master Servicers to be reimbursed for all corporate advances.  The reimbursements never show up as a “credit” on the debtor’s account.  Also, the servicers have almost universally entered into factoring agreements for all of the advances so they normally collect around 90% of the advance from the factoring company the same day the advance is “booked-in” as a receivable on the debtor’s history.  So much for the "we are just keeping up with our expenses defense."
9.
As to Trial Period Payments under HAMP, all of these funds are normally placed into the debtors’ suspense account until the temporary modification becomes approved as a Permanent HAMP Modification.  The Loss Mitigation Department of each servicer would have to perform a “manual override” of the MSP system in order to stop all of the built-in default triggers during the trial HAMP period for late fees, BPO fees, etc.  If the “manual override” is not performed, then these “trigger fees” will be added and the regular servicing functions will return the loan to “foreclosure” once the contractual payments are 60 days in default.  This is why many HAMP consumers who are in trial mods get the 45 day default letters and are then served with the foreclosure complaints or notices.  
10.
Why do servicers need relief from stay for a HAMP modification in a bankruptcy case?  Many servicers cannot enter a code to “manually override” the system without first entering a relief from stay code to show the case is no longer in bankruptcy.  The manual override can be entered without a bankruptcy case but the servicer would need to take the loan out of bankruptcy servicing to do this during a 13 or 7 case and the only way this can be done with most platforms (including MSP) is with the relief from stay code.  The relief from stay code allows the “unlock” codes to be entered that takes the loan out of bankruptcy servicing.  Servicers just do not want to enter these “codes” without a relief from stay as the removal of the codes triggers all of the automatic default functions.  Also, some servicers are asking attorneys to dismiss the case for the exact same reasons that others are asking for relief form stay. This has NOTHING to do with fear of liability for stay violations but has everything to do with the MSP default servicing issues related to the “human” intervention with the software.
11.
LPS does charge ALL of the Network law firms various fees for referred cases. LPS refers to these fees as “technology fees” and “document processing fees” and “document access fees” but they are really and truly nothing more than case referral fees.  The “technology” charge for the referral of case is $125.00 to $150.00 depending on the market; the document review fee is .25 per page; the document download fee is $2.00 per page plus the page review fee; the document execution fee can range from $25.00 to $75.00 per document (e.g., an affidavit of default, lost note affidavit, note with endorsement, assignment of mortgage, assignment of deed of trust, substitution of trustee in a deed of trust, etc.).  Also, even if the Network Attorney can get the note and deed of trust or mortgage on line from the local land registry for free, they still must pay LPS to review and download the same documents.  In other words, they cannot get the documents from outside of the Desktop system.  As for intercoms (emails), there is a minimum “key stroke” fee (a fee for each letter or number or space) designed to keep the communications short and to the point.  The fee varies per jurisdiction.  There is no fee to check a box on an intercom or communiqué and hit the reply key.  

12.
All Network Computers must be “registered” with the LPS system.  If a non-registered unit is used, then this sends off bells and whistles in the LPS security center. This individual relayed a situation where he decided to work at home one Sunday back in 2006 and logged into the system (then NewTrak) using his user name and password.  He had been working for about 15 minutes when he received a telephone call at his home to identify himself and why he was logged in.  Fidelity (at that time, before LPS) did not know his home number but traced the IP name and address back to his home.  Also, all LPS intercoms, communiqués and documents are embedded with “smart tags” so that the LPS security system can determine if they have been emailed or transmitted to a non-registered server, laptop, smart phone, I-Pad, or any other similar device.
13.
Wells Fargo has started a new program with LPS network attorneys that basically provides that they will be paid fees and expenses only to the extent they can actually recover the fees from the consumer/debtor.  This is referred to as the “you can eat what you can kill model.”  Now, you do not actually have to collect the fees and charges from the consumer/debtors but you must get an order entered providing that that the fees and expenses are allowed, approved and recoverable.  The network attorneys are all up in arms over this new program but BAC is looking hard at it.  Here is one problem—the current fee for a MFRS is $550.00 plus the $150.00 court filing fee.  However, in the WDNC our court will only approve, if requested, a fee of $450.00 for a MFRS and then only if the motion is granted by court order or by consent.  So, the Wells Fargo LPS attorneys in the WDNC are dropping $100.00 right now since $450.00 is the maximum allowed fee.  After they pay the LPS technology fees of about $200.00 per case, then their net fee if they prevail is only about $250.00. And, if the motion is withdrawn or dismissed then they get nothing but a net loss of $350.00 (the filing fee and the LPS “technology” fees).  This new model presents big financial trouble for the network attorneys.
14.
The type off fees that LPS charges servicers are as follows:

a.
Attorney referral fees;


b.
Fax and communiqué and intercom fees;


c.
Payoff fees;


d.
Reinstatement fees;


e.
On-Site LPS employee fees and extras;


f.
BPO fees;


g.
Property Inspection fees;


h.
Appraisal fees;


i.
Property Preservation fees;


J.
LPS Desktop usage fees;


K.
Technology fees;


l.
Processing fees;


m.
Attorney monitoring and rating fees;


n.
Process management fees;


o.
Document processing fees;


p.
Document uploading fees; and


q.
New case boarding fees.

LPS has maintained under oath in various depositions that they do not charge the mortgage servicers any fees for their servicing work. So, I guess it is a matter of how you ask the questions or how you characterize the fees.  LPS is collecting money from both sides of the deal—no doubt about it.
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Shelby NC
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