Title Tip - Fraud
 

In a recent training,  we were warned of a "new opportunity" of fraud that is being used.  The situation happens when an owner/borrower has substantial equity in the home, but isn't aware or doesn't understand the options to capture this equity.  A third party steps in and legally claims an interest - capturing the equity and leaving the homeowner with nothing.  The scam goes like this:
· John and Jane Doe have a 1st mortgage in the amount of $150,000 

· Many years later they take out a 2nd mortgage in the amount of $25,000 

· 1st mortgage is foreclosed.  Lender purchases the property at $ $60,000 - the amount owing on their first mortgage. 

· 2nd mortgagee files a Notice of Intent to Redeem - as they also understand the equity that exists in the property. 

· Shortly before the expiration of the owners' redemption period, a new mortgage for a small amount ($2,500) is placed of record.  Lender is a corporation. 

· This same corporation also files a Notice of Intent to Redeem.  
· Corporation subsequently signs a purchase agreement to sell the property to a new buyer for $120,000.00  
Note that at this point the Corporation (3rd mortgagee) has a $2,500 loan against the property, but will gain over $30,000.00 in the sale of the property to a new buyer.  Though the mortgage and redemption of the property is legal, it is clear that John and Jane Doe are losing significant equity in their home.  There is too high of a risk that they might sue you later when they figured out how badly they were taken.
 

And there are a couple of clear warning signs to watch for:
· The new mortgage being given while property is in the foreclosure/redemption period.  (A legitimate lender would normally NOT do this.) 

· The amount of the new mortgage - is clearly being done just to obtain the opportunity to redeem the property.
It's clear that the 3rd lender knew the value of the property and the equity there was to be gained.  This transaction and the high profit he will capture is done at the expense of others.  Watch for situations that seem too opportunistic.
Disclaimer – this information is NOT legal or financial advice, and should not be used as a substitute for the same.  It is offered for informational purposes only.  Many different factors can influence the proper course of action for a particular situation.  Please seek the advice of a qualified professional for guidance with your specific transaction.
