
FRAUD ALERT!  DETECTING AND 
PREVENTING SCAMS  

IN REAL ESTATE TRANSACTIONS 



MORTGAGE RELEASE SCAMS 

SCAM ONE: 
Scammer conveys property from owner to a trust 

in which owner has a beneficial interest. 
Trust then seeks to challenge the existing 

mortgage by alleging some defect: 
 - Lack of ownership of the note 
 - Fraud in the execution of the mortgage 
 - Failure to comply with the Truth in Lending Act 



Lender fails to respond to notices sent by the 
trust, and the trust declares a “default” against 
the lender. 

The trust deems the mortgage extinguished and 
records a legitimate looking satisfaction or 
release. 

 



SCAM TWO: 
An entity posing as a “client advocate” induces 

the property owner to pay a fee for a 
“securitization audit.” 

The audit purportedly forms the basis of a 
challenge to the mortgage through an 
“Administrative Default Process.” 

The result is an “Administrative Judgment” or 
“Cease and Desist on the Mortgage.” 

 





SCAM THREE: 
Property owner prepares and records a legitimate 

looking discharge of the current mortgage. 
A few weeks or months later, another mortgage is 

recorded. 
Sometime later, a discharge of that mortgage is 

recorded. 



This pattern was repeated five or six times over 
the course of five years.  Aggregate 
indebtedness was $840,000.00. 

All discharges were dated and recorded prior to 
the new mortgage. 

We would normally expect to see the discharge of 
the former mortgage dated after the new 
mortgage because the funds from the new loan 
are used to pay off the former loan. 



Payments on all mortgages where the discharges 
were forged were kept current. 

Different lenders and title companies were used 
for each refinance. 

Accuracy of the forgeries was remarkable:  
Legitimate looking forms, seals, signatures and 
acknowledgments. 



PREVENTIVE MEASURES 

Be alert to any mortgages that have been 
discharged in the chain of title without having 
another mortgage recorded.  If you come 
across this situation, contact the lien holder to 
confirm that the mortgage is paid and the 
discharge is valid. 

 



PREVENTIVE MEASURES 

Pay particular attention to the timing of a 
discharge relative to your transaction.  If a 
mortgage was discharged less than one year 
ago, contact the prior lien holder. 

Also contact the prior lien holder(s) if you see 
circumstances similar to those outlined above. 



CORPORATE MORTGAGE FRAUD 

When closing a transaction where the buyer, 
seller or borrower is a corporation, it is 
imperative to verify the authority of the person 
with whom you are dealing. 

This is particularly important when you are 
dealing with an out of state corporation that is 
being represented by a local “agent.” 

Corporate transactions typically involve higher 
dollar amounts and are therefore riskier. 



Evidence of Authority: 
 - Corporate votes. 
 - Articles, bylaws, partnership or LLC 

agreements. 
 - Certificates of officers, partners, members or 

managers. 



FRAUDULENT RECONVEYANCE SCHEMES 

A fraudulent deed is recorded from property 
owner, Smith, to Bogus, LLC. 

Contemporaneously therewith, Bogus, LLC, 
executes a mortgage to a fictitious lender. 

Approximately 30 to 60 days thereafter, a 
fraudulent discharge is recorded that appears 
to release Smith’s mortgage. 



Sometime thereafter, Bogus, LLC, enters into a 
purchase and sale agreement with a legitimate 
buyer.  This transaction is typically a short sale. 

The title company handling the short sale pays 
off Bogus, LLC’s fictitious lender, but no 
payment is made to Smith’s lender as that 
mortgage has already been “discharged.” 

After receiving notices of default and foreclosure, 
new owner files a title insurance claim. 



RED FLAGS 

A mortgage is released with no concurrent 
refinance loan or deed indicating a sale of the 
property.  While a borrower may make a 
premature payment in full or reach the end of 
their payments, these are rare events.  Contact 
the lender to confirm payment. 



RED FLAGS 

Read the documents.  A forger does not have to 
be very good if we only review the chain of title 
set forth in the online index.  Forgers make 
mistakes that the actual company would not, 
i.e., “Bank of American” instead of “Bank of 
America” or the form, font, etc. of the discharge 
differs from that which you typically see. 



TIMESHARE SALES SCAM 

Scammer contacts owner regarding the sale of 
the interest. 

Scammer claims to be a broker who has a buyer 
for the interest. 

Requests a “security deposit” or “international 
tax” from seller that will be refunded at closing. 

Scammer may instruct the seller to send the 
payment outside the country. 



TIMESHARE SALES SCAM 

Of course,….. 
 there are no buyers; 
 there will be no closing; 
 seller is defrauded of the funds…. 



FOREIGN BUYER SCAM 

Wants to purchase house for $500,000.00, sight 
unseen. 

Sends a personal check for $400,000.00 to be 
held by title company in its escrow account.  
Will bring additional $100,000.00 to closing. 

Check appears to clear and $400,000.00 is 
credited to title company’s escrow account. 

 



FOREIGN BUYER SCAM 

Divorce or some other emergency necessitates 
wiring back $200,000.00 or $300,000.00 of 
deposit. 

After money is wired back, the check is 
dishonored, and the escrow account is debited 
$400,000.00. 









FOREIGN BUYER SCAM 

Buyer’s request for wire return occurred six days 
after the funds were made available in the agent’s 
escrow account. 

Agent did not wire the money. 
Seven days after the funds were made available in 

the agent’s escrow account,  the bank holding the 
escrow account notifies agent that the deposit was 
fraudulent and that the $400,000.00 would be 
taken from the account. 



MORTGAGE FRAUD 

U.S. Attorney’s office jurisdiction: 
Authorities    Agencies 
18 USC 1341 (mail fraud)  FBI  NHAG 
18 USC 1343 (wire fraud)  USPIS NHBC 
18 USC 1344 (bank fraud)  HUD  VA 
18 USC 1345 (injunctions   USDA USTP 

             against fraud) 



MORTGAGE FRAUD 

1987-1989  Developers, Realtors, Loan 
     Originators; Undisclosed 2d 
     Mortgages; Falsely Inflated 
     Sales Prices; Sales of Coops 

    and Condos; no-doc and no 
    verifications loan products  

     (e.g., Dime Savings Bank of 
      New York)  



MORTGAGE FRAUD  (CONT’D) 

2005 – Present  Frauds victimizing   
    distressed homeowners  

 
Two varieties: (1) Mortgage Assistance Relief 
     Services (MARS); loan 
     modification advance fee 
     schemes 



MORTGAGE FRAUD  (CONT’D) 

    (2) Mortgage Rescue and 
     Equity Stripping Schemes 
     Different than schemes of  

    the late 1980s; Victims:   
     lenders and homeowners;  

    properties across the U.S.; 
     multiple lenders. 
      
 



UNITED STATES V. BRESSLER 
A scheme to obtain title to the 
homes of dozens of distressed 
homeowners who were facing 
foreclosures on their homes. 
Induced the transfer of titles by 
promising that the homeowners 
could avoid foreclosure, remain 
in their homes while paying 
rent, and later repurchase the 
homes. However, after 
obtaining title to the homes, the 
scheme participants arranged 
resales of the properties to 
straw buyers, and obtained new 
mortgage financing in the 
names of the straws in 
amounts that exceeded the 
original homeowners’ loans.  



UNITED STATES V. PRIETO 

Days away from foreclosure, homeowners signed 
over the deed to their house to a Prieto company. 
The promise was that the homeowner could stay in 
their house (which had plenty of equity), pay a 
reduced rent, get their finances in order and buy 
back the house. 

Unknown to them, Prieto flipped the house to a straw 
man. Prieto's companies then mortgaged the 
property to the hilt, duping banks with the straw 
man's name and financial history. 
 

New Hampshire Union Leader, September 4, 2013 



UNITED STATES V. PRIETO 

The straw man got $5,000, according to 
paperwork in federal court. Prieto netted 
thousands from refinancing — $475,000 for a 
house in Ossipee, $300,000 for a house in 
Nashua, $256,000 for a house in Chester, 
$389,500 for a house in Litchfield. The list 
goes on and on. 

At the same time, he was collecting monthly rent 
checks from homeowners. 
 

New Hampshire Union Leader, September 4, 2013 



STRAW BORROWERS / BUYERS 
 

• Friends / relatives; later solicited strangers 
• Used each straw for 4-5 transactions, all with 

different lenders 
• Paid $5,000 per transaction 
• False statements on loan apps (e.g., income, 

liabilities; primary/secondary residence 
• Straws signed deeds back to perps; not filed 
• Straws left holding the bag  



PERPETRATORS 

• Made payments on new large mortgages for a 
time 

• Made last payments in Oct 2007; then 
defaulted 

• Continued to take rent payments after defaults 
• No provisions for paying off new mortgages in 

straws’ names 
• Aggregate loan principal >$13M; losses >$5M 

 
 



ORIGINAL HOMEOWNERS 

• 50+ different stories 
• None able to exercise re-purchase option 
• None aware of new large straw mortgages  
• None received notice of defaults / foreclosures 
• Some in litigation to keep homes 
• Some walked away; some in bankruptcy 

 



Questions? 
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