Mortgage Servicing Fraud is REAL!

Avoid being cheated out of your home before it's o late!
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DO IT THE WAY THEY DO IT: SUE FIRST, ASK QUESTIONS LATER! ‘

The mortgage servicing fraud scam is real. | psabp have lived and litigated it in court from bexging to
end. Your mortgage servicer will take thousanddadfars from you, lose or misapply your paymeats] then kick
you and your family right out of your home. | kndlat this scam is real because | have lived thatighalso know
that the scam is real because in the course ofwmguit against the mortgage servicer and their delkéctor, | have
read a lawsuit against the debt collector whereothmeers of the debt collection firm were sued bgraner mortgage
servicer employee that they promised an ownersttigast in their business if she would teach them to setup the
“high-volume foreclosure” scam. The same debteotdir also saw fit to brag on his company’s own sitelthat he
“specialized in foreclosures and evictions... usipgcsally-trained paralegals and computer technofogyTheir
website also bragged that they would provide thetgage servicer with a monthly status report onrthmber of
foreclosures and evictions they had done for them.

The scam from beginning to end....

| think this scam has grown out of the “real estadem” that we're in. People are buying 3 or 4desiat a
time and getting the mortgages to go along witmthéf'he homeowners buy the homes, get the mortgagesthe
mortgage servicing companies are there waitingetalge servicing rights, skim fees off the top, dmeh eventually
move in with foreclosures and forbearance agreesnehhe real estate broker gets paid, the mortgeggessor gets
paid, the lender gets paid, the mortgage serviets gaid, the debt collector gets paid, and theswmer loses all
their money and eventually their home.

The economics of this scam break down into twospaine servicing part and the legal cost part.

» The servicing part of the scam is very straightlmdv The servicer is buying your Note from thedienor
previous servicer with theicredit, but taking youreal cash to make their payments. Nothing or next
nothing from each of your mortgage payments is géinyour principal balance. So the mortgage senis
just plain pocketing all that money. The mortgagevicer is pocketing the entire payment plus wreate
other fees they can get you to pay. Over the eoofdive years as a customer, you'll have paidenohyour
principal, plus then they find a way to sell yoante all at once for complete, immediate cash atecfosure
sale auction. The mortgage servicer then recyitlas money into their own business cash flow and fo
buying servicing rights for another loan and pgllihe same scam on someone else. There is natrakfor
the servicer.

* The legal cost part of the scam is when you asstomer fight them in court to keep your house. 'Wdear
a lot of people say that these guys have infitml resources. The bottom-line is that they deHawyers
and debt collector that process so many of theselfusures that they have the written forms, inicigdhe
lawsuit forms, all prepared and do many, many eséhforeclosures at once. The way it usually warks
believe, is that these debt collectors get paidth®y debt they collect (by adding their own feesthe
reinstatement amount) or by the foreclosure. dfdebt collector doesn’t get the homeowner to pay fees
or foreclose, then they don’t get paid. If you ggat the debt collector sued and into court, youdar a lot
about how they want you to pay their fees. Thedmedine is that you can’t get blood from a storteven if
the debt collector could win the lawsuit, most homeers don’t have anything of value to satisfy dgjment
and pay the debt collector anyway. As such, atugh litigation the mortgage servicer ends up payhe
debt collector themselves. Basic math shows tmatntore litigation costs the mortgage servicer, |€ss
worthwhile it is to continue foreclosure proceedirand litigation against the homeowner.

REMEMBER: These guys pull this scam on many peeplery day. As a consumer, you only deal with itean
These guys make their money by pulling the scanggierk as possible. The goal is to get you forgetbor to sign a
forbearance agreement as quickly as possible. Waay it resolved as quickly as possible. The hmameer survives
and prevails by making the lawsuit and the prot¢aks as much time as it needs to be to get dorgefdyoand put
the mortgage servicer and debt collector in thisicgp The house belongs_to yowt them. They just made a written
promise to finance the money to pay for the houdeey break the promise when they try to sell yoause.



Scam 0 — You can’t get away from us

Scam 0 is what sets up the scam. Your loan gatsferred or sold from the lender or some sortrofstee”
or a previous servicer. In addition, somehow tiseaéso some other ‘attorney in fact’ company aistee involved.
The actual paperwork they would provide to the tadtiryou were to sue them would say something like
“<homeowner> executed a Note and a Deed of Trusthi® benefit of <original lender>. The Note aneeld were
assigned to <some company you've never heard of¥rastee. <Current servicer> is the current serviend
attorney in fact for <Trustee>.” There’s an oldgwatrick where someone puts a ball under one etltups and
then moves the cups around. This is the legahvatgnt of that. The goal is to keep you from knagvivho the hell
to sue. It's also to set everything up where nohthe companies has to take responsibility. atso to keep you
from getting away from them. Once your loan isaied by the servicer, you only have three waygetaaway from
them: just plain let them foreclose on your housénance (and pay all the $5,000 or $10,000 egfaing fees), or
sue them. There’s no other way out. While youldbg” to them during their servicing, they can deryou
whatever fees they feel like and you’re in no posito argue.

Scam 1 — Lose or misapply payments to charge fegderest-on-top-of-the fees
First, the mortgage servicer will lose or misappbur payments or put them in an escrow. They thi#in
charge you fees and interest-on-top-of-the-feethi@misapplied funds.

Scam 2 — Fabricate a default to sell home or tatkdowner into forbearance

After losing or misapplying your payments, the rgage servicer will fabricate a default. The ddfasll
intended to either sell your home and get all theaney at once, or talk the homeowner into payiogey they don’t
owe for fees and a forbearance agreement. BE CAREFHE FORBEARANCE AGREEMENT WAIVES YOUR
RIGHT TO FUTURE NOTICES OF INTENT TO SELL YOUR HOME

Scam 3 — Harass the homeowner, scare them witbléstge, and don’t follow legal guidelines for roats

Unable to talk the homeowner into paying money tdey’t owe or sign the forbearance agreement, th
mortgage servicer hands off the debt to a thirdypdebt collector, whose job it is to harass anddten foreclosure
of the home. The goal is to provide as little oetas possible before foreclosure of the home atothie homeowner
can’'t get his paperwork ready or file suit and tleay just sell the home. The mortgage servicer tarddebt
collector have no intention of stopping during apdite. Another goal is to keep leading the homeovam long
enough to prevent him from filing suit, getting estraining order, or filing for bankruptcy. Theafos to make
selling the homeowner’'s home as quick and efficard “clean” as possible. As soon as it's soldyt¥e won and
gotten their money. The homeowner can only argueoagful foreclosure after-the-fact. At that piit's too late
and the debt collector is moving in with proceduieget the homeowner and his family out of therd aventually
the homeowner just plain gives up fighting themause they’ve already lost their home. Keep allaineslopes and
letters you receive! Those postmark dates onnkelepes are VERY important. In Texas, the lawx@EeProperty
Code section 51.002) requires the mortgage sertacgive the homeowner 20 days notice BEFORE pgsiurblic
notice of intent to sell. The public notice ofént to sell must also be posted 21 days BEFOREdhe So all in all,
you legally have at least 41 days to find a wagldal with this situation.

Scam 4 — Make homeowner think he has to keep madagments after filing suit

If the homeowner can get a restraining order aredirpinary injunction, the debt collector will seaditigator
that won't let the homeowner get a word in edgewi3&e main goal is to prevent the homeowner fratiing a
restraining order/injunction. The secondary gbahéy can’t get the tro/injunction is to make themeowner feel
obligated to keep making payments (the debt callscind mortgage servicers have a name for thie tdrm is the
“post-petition payments”). THE HOMEOWNER DOES NG®IAVE TO KEEP MAKING PAYMENTS. THE
GOAL WITH MAKING THE HOMEOWNER CONTINUE TO MAKE PAWENTS IS TO FORCE THE
HOMEOWNER TO GIVE UP HIS RIGHT TO SUE FOR TOTAL BREH OF CONTRACT.

The court has its own form of a bank called theyisgy of the court”. The homeowner should arguéhie
court to NOT make payments at all until a trial denheld. If the homeowner can’t convince the téarthat, the
homeowner should argue to place ALL subsequent patsruntil trial into the court’s registry. To pegve your
rights to sue the mortgage servicer for total bnedlse homeowner MUST convince the court to eitfisregard
payments until trial or put all payments into tlegistry of the court.




Scam 5 — Create second default by making homeopaneatfter filing suit

By making the homeowner continue to make paymerds & there’s a tro/injunction, the mortgage seevi
and their debt collector can create a second detfaad trivializes the previous default. The madg servicer and
their debt collector can put a foreclosure on tbenéowner’s credit report and mess up the homeowroe€dit so
that there’s a second default even after the foiotion. Putting the foreclosure on the homeoveneredit also
virtually guarantees that the homeowner can’t dpsaont of refinancing during this time. The moxgaservicer can
then say “well, he’s fallen behind again. Pleassalve the injunction and let us sell his homdlternatively, the
mortgage servicer or their “attorney” (the third4gadebt collector) will tell the homeowner thaethll be thrown in
jail or held in contempt of court for refusing taypthe mortgage company more money and try andiccavhe
homeowner that they’re “stealing” use of the hon@heck your state laws. | would guess in ALL stateebtor’s
prisons” are illegal. You can’t be thrown in j&r refusing to pay a debt (except child suppottjch isn’'t actually
considered a debt but an obligation). In Texassa$eConstitution Article 1, Section 18 states dpeadly, “No
person shall ever be imprisoned for debt” REMENBEYOUR MORTGAGE IS NOT A RENTAL
AGREEMENT. IT'S A PROMISE TO FINANCE THE PURCHASEF YOUR HOME.

Scam 6 — Make homeowner think filing for bankrupfityes up right to sue
If the homeowner files for bankruptcy during thguirction period, the mortgage servicer will argue f
judicial estoppel to try and get out of the lawsuntl the injunction.

Scam 7 — Debt collector’s get-out-quick scam

The third-party debt collector and its officers ased to being sued constantly. As soon as thesbamer
files suit, the debt collector will follow-up with motion to dismiss the claims against them an@gedf the lawsuit.
The goal for the debt collector is to get out af tawsuit permanently (with a “dismissal with pidipe”) before the
homeowner can prepare a response or know whatetbecdllector is doing. The debt collector willystat your
issues are with the mortgage servicer and not thdimat is wrong. You're entitled to sue everyomal a&very
company that had involvement in selling your houskey’ll say “we’re the trustees and not liablélhat’s not true.
Don’t let them out of the lawsuit.

Scam 8 — Make the homeowner think its his own fault

The actual lawsuit scam itself is to hope thathbeeowner doesn’t have any receipts or paperwtskib-
prime” homeowners are easy targets because thegtreisually prepared or organized to produce pamdniast
enough (if at all). If the homeowner can prove pagments and can get the mortgage servicer twithethe goal is
to show the jury (or judge, in bench trial) tha¢ thomeowner is at fault. If the homeowner can praifglity, the
goal is to convince the jury that the homeowneonly entitled to applying the payments that the tigmge company
should have applied in the first place. The tistthat the mortgage servicer broke the contradttaad to sell the
plaintiffs home. When the mortgage servicer brttke contract, they stopped being entitled to rmomey. They
try to sell the home to get their money. When theycaught and restrained before they get away ityithey try to
still get more money from the homeowner as a baghap or tell the homeowner that he can refinanoging to get
more money from the homeowner or get the homeowmefinance doesn’t hold the mortgage servicdadia It just
insures that they get their money one way or amothe

The mortgage servicer and their debt collector mreyhe fears of the homeowner by using the lien they
have on the homeowner’s house as “ransom” for mmameey. Most people can'’t afford to get a juryltaaadequate
legal representation, so the homeowner gives ithéoransom even though at this point the mortgagecer and
debt collector are only entitled to NOTHING fromethomeowner. The legal terms for this are “ducdgzroperty”
and “unjust enrichment.”

Scam 9 — Make the homeowner think he has to pbshd to sue them

If the homeowner files suit, the mortgage servied their debt collector will want the homeowneptst a
bond to maintain the suit. Texas law (Texas (frdctice & Remedies Code section 65.041 & 65.0p2tifically
prevents the courts from making a homeowner pdsiral in a lawsuit to prevent foreclosure of theme but the
debt collector knows that most homeowners don’'tkitteat. Not being able to post the bond is anoteey that the
servicer/debt collector can strong-arm the homeowuoeof the lawsuit.




Scam 10 — Make the homeowner think they have towigathem

One of the debt collector’s jobs is to draw the bomner into dealing with them. They have to drae t
homeowner into “working with” them to talk them @ntnoney or doing what they want. The entire tithe, debt
collector is planning on selling the consumer’s lrarm working towards a forbearance agreement.

The goal in this scam is specifically to get theneowner to feel like they have to answer to the delbector
and mortgage servicer and convince the homeowratr ttiey owe the debt collector and mortgage service
something. The other goal is to convince the hommen that they need to work directly with the debliector or
mortgage servicer and that they need to answenacasérvicer/collector and not go to the courts eal dvith the
courts. DON'T DEAL WITH THESE DEBT COLLECTORS ORERVICERS AT ALL COSTS. GO STRAIGHT
TO THE COURT AND FILE SUIT AGAINST EVERYONHENVOLVED BEFORE YOUR HOME IS SOLD. GET
A RESTRAINING ORDER. REFUSE TO SIGN ANYTHING THEEBT COLLECTOR GIVES YOU TO SIGN.

Scam 11 — Make debt collector appear legitimate

The debt collectors hired by the mortgage servinay contain attorneys to appear legitimate. That de
collector may even be owned by an attorney. Tlaeneys are shady characters that are the battdahe barrel
attorneys that got licensed simply so that theyiccdnd a way to rip people off and con them byitgl them that
they’re lawyers. Check your state laws. Texas (@@xas Finance Code 392.101) requires debt colietd have a
bond on file with the secretary of state to engagaird-party debt collection. The secretary t@ite will provide any
consumer with a “certificate of no record” if theld collector does not have the bond on file.h# tebt collector
doesn’t have the bond on file, then they have gbtrio be engaging in debt collection in the fpktce. If the debt
collector is soliciting money from you and they ddmave that bond on file, then they’re engagingliegal debt
collection activity. Don’t pay them anything ankkfa complaint with the attorney general’s office.

In Texas, we have the Texas Deceptive Trade Pescikct. It's designed to protect consumers frofsefa
misleading, and deceptive businesses. If a ddlgctor does not have a bond on file with the statengage in debt
collection, then that is specifically defined bywlgdTexas Business & Commerce Code section 17.45{p)(@s
“failing to disclose information concerning goodsservices which was known at the time of the taatien if such
failure to disclose such information was intendednduce the consumer into a transaction into wiiehconsumer
would not have entered had the information beeclaied.” Would you pay the debt collector if youekv they had
no right to solicit money from you? Absolutely not

Scam 12 — Make the homeowner think he has to paletial fees

When the mortgage servicer and the debt colleabrsged, they have a legal fees scam they usenttheo
homeowner into thinking the homeowner can’t afftodight the lawsuit. The mortgage servicer anbtamllector
will add a paragraph in every one of their filinggh the court that asks the court to award themesgiant attorney
fee (like $500 or $700) for the filing of that ptBag. No court in their right mind would ever adahe attorney any
money for filing a routine pleading, let alone argi$500 or $700 fee for filing a pleading. Buréis no law against
requesting it, and the fee is only requested ferpiwrpose of harassing the homeowner and scaremyg ithto thinking
they might have to pay it. Also, as a matter @f,lthe “winner” to a lawsuit doesn’'t pay the losefées. It's the
opposite: the loser pays the winner’s fees, banetien only if the court awards the winner thesfee

Scam 13 — Prior breaches scam

When you sue a mortgage servicer or debt collettes, will argue that your prior breaches stilloall them
to sell your house. As a matter of law, it is dlwestablished principal of contract law that wheme party to a
contract honors a contract in any way, such asplicceyour money as payment on the contract, thaivevall
breaches prior to that as a defense for breakiagdmtract later. In short, whenever the mortgegy®icer accepts
your money, they give up the right to sue or brimakcontract for anythingefore that moment.




Scam 14 — Foreclosure bailout scam
When confronted with the scam, the mortgage serwoenpanies will say that they “saved thousands o

homes from being foreclosed last year” or wordshimt effect. The truth is that the servicer conigampay good
money to acquire those near-foreclosure loans. |ddres are specifically called “foreclosure baifolaians and are
designed to get a loan from someone that’'s alrgadgfault and that the servicer can almost beagethey can find

a way to sell anyway just several months after theguire it. The mortgage servicer companies nmeayshving
thousands of homes from foreclosure” each year,they're turning around and then foreclosing onsth@ame
homes just several months later.

Scam 15 — Settlement offer scam

Once the debt is in the hands of the debt colle¢ter mortgage company just stops caring aboufThe
mortgage servicer just sits there and waits ford#let collector to come back with some money froent. If you
sue the mortgage servicer and their debt colledtr;t think that the debt collector is taking yaattlement offers to
the mortgage servicer. Almost certainly, they moé communicating with the mortgage servicer atadibut your
case.

Miscellaneous scams

At every point in the scam, the mortgage servicel their debt collector are going to use psychalalgiricks
to con the homeowner and even the courts. The asletictor will lie right to the judge if he cantgaway with it.
They’ll tell the homeowner that the case will newaake it to trial. They’'ll tell the homeowner they’re going to
get people to go into court and lie. They’ll tdlé homeowner that he can never win. They’llttedl homeowner that
it's not a big deal and to just be nice and drapl#wsuit. They’ll con you into thinking you hate pay their legal
fees. They'll say things like “boy, these legatdesure are adding up.” They’'ll tell you that thHego multiple
depositions of you and have video cameras on yeLetitire time. They’ll tell you they can find a e sell your
house anyway.

Important: Always sue in district court, NOT fedkcourt.

In many states, including Texas, disputes over larel handled in district court, not county civilucb
Although there are federal laws including HUD anBSPA laws concerning land, your chances of beikgria
seriously or even heard at all in federal courtsdira. If you want to be taken seriously, know yatate laws and
file your lawsuit in your local district court. D& bring federal issues, federal laws, or fedestaltutes into your
lawsuit or else you'll end up in federal court evegou started in district court. Limit your laws to only arguing
violations of your state’s laws.

Important: Always request a jury trial.

Also, and this is VERY important, ALWAYS requesiuay trial. In Texas, you can get a jury trial jusy
filing a “jury demand” and paying a $30.00 fee e Wistrict clerk. This has to be done more th@rd&8ys before
trial. If you pay a jury fee, there will be otheomeowners and other people on that jury thatlyothin't like debt
collectors or the thought of being conned out @ifrthhouses. If you don’t request a jury trial, Yfoand up with a
“trial by judge” (a “bench trial” it's also calledyhere the judge does “findings of fact” and yobdl out-lawyered by
the mortgage company’s lawyers. Don't be a viatint. Pay the jury fee and get the jury trial.

Important: File a lis pendens.

A lis pendens is a form you can file immediatelfeafyou file your lawsuit against the mortgage &eng
company. You don’t need the court’s permissioamybody’s permission to file the lis pendens.utjcan’t be filed
before your file your lawsuit. The lis pendensiform that specifically means “litigation pendingYou file a lis
pendens with your county clerk. It has the lawsdiing number, the names of everyone involvedha lawsuit, the
name of the county and court the lawsuit is in, anast importantly, a full legal description of yoegal property.
Include ALL descriptions of your property, includithe lot number and the subdivision name. Thegse of the lis
pendens is for anyone that does any research @rdperty to know that the actual ownership of Titée is involved
in a lawsuit. You need to file a lis pendens sat ihthe mortgage servicer or their debt colledtas to sell your
house, anyone thinking of buying it will seriousgconsider it before making any sort of offer. Nd¥ wants to buy
something, particularly a house, which they mayeh@avgive back.




