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DIGITAL RISK DATA PYRAMID

Used For Modeling
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INCORPORATING EXTERNAL DATA INTO THE ANALYTICS DATAMART

Digital Risk Data

Property Records Data Credit Data
{Dependzr;‘criizblll':gpendent (Independent Variables) (Independent Variables)
Other Data
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CREATION OF THE VALUATION DATABASE

 Digital Risk’s unique market position
enables it to create a valuation
modeling database unlike no other
available. It is comprised of the

following:
0 Appraisal Information Appraisal &

icipauen Digital Risk Valuation Services

0 Listing Information

0 Loan Information

0 Public Record Information
0 DRVS review Information

o0 Automated Valuation Model
Information (AVM)

* Unlike other approaches such as
AVM analysis or simple rule checks
across the whole of the appraisal, this
database enables Digital Risk to
model the review process appraisers
use to evaluate the valuation quality
of an appraisal.

Public Records
Data

Loan Information
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Percentage fraud_value (Mean)
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Mean

fraud_value

mort_loanamount_dec
1 2 3 4 5 6 7 8 9 10 All

DQ_AVM2_dec

0 0.0% . . . . .| 0.0%
A 6.1% | 9.1% (18.2% | 27.3% | 50.0% | 0.0% ; . ; .110.5%
2 7.2% | 7.0% | 7.6% | 7.8% |16.1% | 15.0% | 0.0% | 0.0% . | 7.6%
3 95% | 3.8% | 43% | 7.5% |12.3% | 22.0% | 29.4% | 40.0% | 0.0% .| 6.4%
4 333% | 2.9% | 3.2% | 3.0%| 7.0% [11.1% | 16.0% | 17.1% | 0.0% | 16.7% | 5.1%
> .|25.0% | 1.6% | 3.8% | 4.0% | 5.4% | 9.2% |15.6% | 20.0% | 33.3% | 5.4%
6 0.0% | 22% | 3.4% | 3.7% | 7.3% |15.4% | 15.8% |27.9% | 6.5%
7| 0.0% | 00%| 3.4%| 1.8% | 3.2% | 7.8%|10.7% [14.9% | 5.1%
8 0.0%| 00%| 09% | 23%| 52%| 56%|16.0% | 5.8%
9 0.0% . .| 0.0%| 0.0%| 3.6% | 4.6% | 2.6% | 87%| 5.1%
10 0.0% | 0.0%| 0.0% | 2.2% | 45% | 6.9% | 6.3%
All 7.1% | 5.7% | 4.6% | 45% | 56% | 48% | 54% | 7.8% | 6.2% | 8.8% | 6.0%
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APPRAISALS ARE A TREASURE TROVE FOR TEXT MINING

There are many sections in an appraisal that allows an appraiser to use free writing
* Neighborhood Section

 Site Section

* Improvements Section

» Sales Comparison Approach Section
¢ Additional Comments Section

« Cost Approach Section

* Income Approach Section

«  PUD Information Section
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TEXT MINING RESULTS

« Generally speaking, derogatory comments on the appraisal tend to reduce the risk of a valuation error while favorable
comments tend to increase the risk of a valuation error.

Percentage oa_dr_ge115 (Mean)
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TEXT MINING RESULTS

« Generally speaking, derogatory comments on the appraisal tend to reduce the risk of a valuation error while favorable
comments tend to increase the risk of a valuation error.

Percentage oa_dr_ge115 (Mean)
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» The model substantially outperforms typical approaches
using an AVM to detect defective appraisal valuations*

« Using text mining techniques further improved the

C-stat Model with Text Mini, = 0.8094
performance of the model SECNETL RS SOn g
C-stat Typical AVM = 0.6771
« KS-statiscs are as follows:
Sensitivity or Pct Errors
1.0

Typical AVM 0.30| |
Model 0.43 05-]
Model with Text Mining 0.48

0.4+

0.2+

0.0-¥~
—_——V—
0.0 02 04 0.6 0.8 1.0

1 - Specificity or Pct Non-Errors

—— Model with Text Mining —@- Model —— Typical AVM —— Random

* Development dataset was used for analysis.
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REASON CODES

» Because the model was built by modeling the approach appraisers take to review an appraisal, meaningful reason
codes are also generated substantiating the model results.

0 Examples:
= Comps closer to subject have lower price
= Comp square footage greater than subject
= Urban area with comps greater than 1 mile away on average

= Comp prices don’t bracket subject
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REASON CODES

1. AVM significantly lower than appraisal

2. More similar comps closer to subject are valued signficantly lower than comps used
3. Comps are significantly different than subject

4. Square footage of comps are significantly higher than subject

5. The average distance of the comps are greather than 1 mile in an urban area

6.  Property valuation is relatively small

7. Many closer available comps are not used in appraisal

8. The furthest comps from the subject were used

9.  The square footage in the appraisal significantly varies with the public record

10. LTV Greater than 100 based on AVM

11. LTV Greater than 105 based on AVM

12. LTV Greater than 110 based on AVM

13.  Comps don’t bracket subject by square footage

14.  Comps don’t bracket subject by price

15.  Selected comparable prices significantly exceed prices of more similar newer sales
16.  Many more similar properties with newer sales exist than comps selected

17.  The comparables used are greater than 6 months old on average

18.  Price per square foot of the comps are very low
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DigitalRisk

2301 Maitland Center Parkway, Suite 165
Maitland, FL 32751

888.500.RISK (7475)
www.digitalrisk.com

© 2013 Digital Risk, LLC
The information contained herein is subjected to change without notice.

Thank you,

Tom Showalter

Chief Analytics Officer
v. 949.903.9022 | tshowalter@digitalrisk.com

Karen Tam

Director of Product Management & Analytics
v. 407.670.9066 | e. karen.tam@digitalrisk.com



DISCLAIMER

This presentation (the “Presentation”) is being furnished on a confidential basis to a sophisticated institution on a “one-on-one” basis for informational and
discussion purposes only and does not constitute an offer to sell or a solicitation of an offer to purchase any security or service. The information set forth
herein does not purport to be complete and is subject to change.

The distribution of this Presentation may be restricted in certain jurisdictions. This Presentation is not intended for distribution to, or use by any person or
entity in, any jurisdiction where such distribution or use would be contrary to applicable law or regulation. The information herein is for general guidance
only and it is the responsibility of any person or persons in possession of this Presentation to inform themselves of and to observe, all applicable laws and
regulations of any relevant jurisdiction.

The summary description of the structure, scope of services and other information included herein and any other materials provided to you are intended
only for information purposes and convenient reference. This information is not intended to provide and should not be relied upon for accounting, legal or
tax advice or investment recommendations. You should consult your tax, legal, accounting or other advisors about the matters discussed herein.

The information contained herein must be treated in a confidential manner and may not be reproduced, used or disclosed, in whole or in part, without the
prior written consent of the designated representatives of Digital Risk.

Past performance is not necessarily indicative of future results. No representation is being made that any investment, service or transaction will or is likely
to achieve profits or losses similar to those achieved in the past, or that significant losses will be avoided.

Statements contained in this Presentation that are not historical facts are based on current expectations, estimates, projections, opinions and beliefs of
Digital Risk and its affiliates. Such statements involve known and unknown risks, uncertainties and other factors and undue reliance should not be placed
thereon. Additionally, this Presentation contains “forward-looking statements.” Actual events or results or the actual performance may differ materially
from those reflected or contemplated in such forward-looking statements.

Certain economic and market information contained herein has been obtained from published sources prepared by third parties and in certain cases has not
been updated through the date hereof. While such sources are believed to be reliable, Digital Risk does not assume any responsibility for the accuracy or
completeness of such information.

Neither Digital Risk nor any of its affiliates have made any representation or warranty, express or implied, with respect to the fairness, correctness,
accuracy, reasonableness or completeness of any of the information contained herein (including but not limited to information obtained from third parties
unrelated to Digital Risk) and they expressly disclaim any responsibility or liability therefore. Neither Digital Risk nor any of its affiliates have any
responsibility to update any of the information provided in this summary document.
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