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Instructions for the 2 Hour Mortgage Fraud 
Correspondence Course 

 
You have chosen to take the 2 hour Mortgage Fraud course by 
correspondence.  You may either read it online or print it.  After you 
complete the course, take the quiz.  A blank answer sheet is provided 
for you to record your answers.  The Virginia Real Estate Board requires 
a passing grade of 75% or higher. 
 
Complete the Certification Sheet.  Have the Student Declaration 
notarized.  The Virginia Real Estate Board has given you the option of 
either sending the notarized affidavit to us or keeping it with your 
records. 
 
Mail, fax, or scan and email the completed answer sheet, certification 
sheet and Student Declaration to us.  Our mailing address is Box 494, 
Oakton, Virginia 22124.  Our fax number is 703-758-0044.  Our email 
address is info@PotomacRESchool.com. 
 
Your information will be held in the strictest of confidence. 
 
You will not be charged unless you pass the exam.  If you do not pass, 
you will be notified immediately. 
 
Once we have received the required paperwork from you and you have 
been charged, we will report your hours to DPOR and email your 
certificate to you.  The Real Estate Board requires that we report your   
hours to DPOR within 5 days of receipt of your paperwork.  If you need 
reporting in less than 5 days, please let us know. 
 
If you have any questions, please call or email us.  Our phone number 
is 703-758-0034. For questions of a general nature, you can call or 
email us at info@PotomacRESchool.com.  If you have questions about 
the content of the course, you can call or email me at 
patti@PotomacRESchool.com. 
 
Thank you, 
 

Patti Chapell 
 
 
Patti Chapell 
Director 
 

Linking Learning to Success® 
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Mortgage Fraud 
 

Part 1 – What is Mortgage Fraud? 
 
Ø What is mortgage fraud?  

• Mortgage fraud, according to the FBI, is “any material misstatement, 
misrepresentation or omission relied upon by an underwriter or lender to fund, 
purchase or insure a loan.” 

• Mortgage fraud is not the same thing as predatory lending.  Mortgage fraud is 
when one or more individuals defraud a financial institution; predatory lending 
is when a dishonest financial institution willfully misleads or deceives the 
consumer. 

• Mortgage fraud may be perpetrated by one or more participants in a loan 
transaction, including the borrower, a loan officer who originates the mortgage, 
a real estate agent, appraiser, title representative or attorney or by multiple 
parties as in a fraud ring described below. 

• The mortgage industry estimates that 10 – 15 percent of the mortgage loans 
processed annually involve some type of fraud. 

Ø There are two types of fraud. 
• Fraud for the home 

o According to the FBI’s “Financial Crimes Report To The Public Fiscal Year 
2006,” 20 percent of today’s mortgage fraud stems from a home buyer 
lying about income, debt or other information in order to buy a home. 

o This involves the purchaser falsifying the loan application in order to buy 
a home that he cannot afford. 

o By inflating the income or omitting debt on the application, the 
purchaser can buy a more expensive home. 

o Typically, these buyers are sub-prime borrowers and don’t plan to 
default.  Whether they are investors or homeowners, their intention is 
not to walk away with cash but to get a roof over their or someone else’s 
head.  Sometimes real estate agents coach these purchasers to fill out 
the applications not according to the truth but according to what the 
banks want to see. 

• Fraud for profit 
o 80 percent of all mortgage fraud involves fraud for profit. 
o This typically involves a number of professionals who conspire to inflate 

the price of the home, such as an appraiser, a mortgage broker, an 
outside investor and straw buyer, real estate agent, title company 
representatives and even representatives of the lenders. 

o Fraud for profit is also called “Industry Insider Fraud”. 
o This type of fraud is committed by the real estate professionals and 

involve making loans and reselling them, knowing that the purchaser of 
the loan might never be repaid. 

o A study by BasePoint Analytics, a fraud research company, provides 
evidence that fraud for profit is widespread.  The study showed that 70% 
of “early payment defaults” or non-payments at the beginning of the 
mortgage term, could be traced to loan applications with significant 
misrepresentations. 

o In an especially hard hit region, the Southwest, experts claim that the 
biggest scam has involved cash back schemes where the price of homes 
has been artificially inflated in order to give cash back to purchasers. 
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o Some of those charged with mortgage fraud try to hide behind the push 
for greater home ownership, claiming that they are just helping people 
get into homes. 

 

Part 2 – Examples of Mortgage Fraud 
 
Ø What are some examples of mortgage fraud? 

• Undisclosed kickbacks 
o When a seller gives money to a buyer for repairs that are not part of the 

sales contract, fraud is committed.  The buyer and seller or the buyer 
and real estate agent collude to deceive the lender as to the true sales 
price of a property.  The seller or the real estate agent gives the buyer a 
cash rebate which is not disclosed to the lender.  As a result, the lender 
lends too much, and the buyer and/or seller pocket the overage. 

o All exchanges of money need to be approved by the lender and need to 
be on the HUD-1. 

• Foreclosure schemes 
o Homeowners who are in default are targeted by unscrupulous 

individuals who claim that the homeowners can save the house in 
exchange for a transfer of the deed and upfront fees. 

• Purchase loans disguised as refinance 
o Purchase loans that are disguised as refinances require less 

documentation and lender scrutiny. 
• Silent second mortgage 

o A silent second is a second mortgage given the purchaser by the seller, 
used as the purchaser’s down payment, and hidden from the lender.  

• Falsifying employment income occurs 
o Anytime that a purchaser inflates his income, whether he is self-

employed or employed.  This often occurs in “stated income” or low doc 
or no doc loans, which do not require verification.  In some cases, the 
borrower alters an employer-issued W-2 to overstate income. 

• Failure to disclose liabilities 
o Some borrowers may conceal other mortgages or recent additional credit 

card debt in order to obtain larger loans. 
• Occupancy fraud 

o This occurs when an investor is purchasing a property and claiming on 
the sales contract and loan application that he is planning to occupy the 
property.  This is done to obtain a loan with more lenient down payment 
guidelines and lower interest.  The lender is defrauded because he is 
making a riskier loan and is not being compensated for the additional 
risk. 

• Mortgage fraud rings 
o Multiple parties are involved in financially motivated attempts to defraud 

lenders of large sums of money. 
§ Some schemes involve a straw borrower whose credit report is 

used, a dishonest appraiser who intentionally and significantly 
overstates the value of the subject property, a dishonest attorney 
who prepares two sets of HUD closing documents and a property 
owner, all in a coordinated attempt to obtain an inappropriately 
large loan.  If undetected, a bank may lend hundreds of thousands 
of dollars against a property that is actually worth far less.  The 
parties involved split the illegal gains and disappear without 
making one payment on the mortgage. 

• Shotgunning 
o There are two types of shotgunning 
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§ When a person simultaneously takes out multiple loans with 
different lenders for the same home, he is shotgunning.  Typically 
after committing the mortgage fraud, the person leaves the 
country. 

§ Shotgunning also takes place when there are multiple sales of the 
same house. 

• Air Loans 
o Air loans are non-existent property loans where there is no collateral.  

The property is fictitious. 
• Identity Theft occurs 

o When a person assumes the identity of a homeowner and takes out a 
mortgage on his property.  Sometimes this is part of a mortgage fraud 
ring where a seller assumes the identity of the home owner, and a buyer 
who seeks the mortgage to buy the house, both of whom are using false 
identities, share the illegal gains and disappear without making 
payments on the mortgage. 

• Nominee Loans/Straw Buyers 
The true borrower is concealed through the use of this “nominee” or 
“straw buyer,” who allows the borrower to use the person’s name and 
credit history to apply for a loan. 

• The purchaser receives a gift he plans to repay for the down payment. 
o A gift letter states that there is no intent on the recipient’s part to repay 

the loan and the giver of the loan does not expect re-payment.  When the 
agreement between giver and recipient is that the recipient will repay the 
loan, but the gift letter says otherwise, this is loan fraud. 

• Inflated purchase price is 
o When there are two sales contracts for the same property and the agent 

sends the higher, false one to the lender in hopes of obtaining a better 
appraisal. 

• Property flips 
o The property is purchased, falsely appraised at a higher value, and then 

quickly resold. 
• Appraisal fraud 

o If a home’s appraised value is deliberately overstated, more money can 
be obtained by the borrower in the form of a cash-out refinance or 
obtained by the seller in a purchase transaction.  A dishonest appraiser 
may inflate the value, or someone with knowledge of graphic editing 
tools such as Adobe Photoshop can alter an appraisal.  In many cases of 
mortgage fraud, the appraisal is involved. 

§ Studies show that more than 50% of appraisers say they have 
been pressured to overstate property values. 

§ Even fairly honest lenders will use a “special appraiser” who they 
know will bring in a higher appraisal than their “honest appraiser.” 

 

Part 3 – Remedies and Reasons 
 
Ø What should the consumer or agent do if he suspects mortgage fraud? 

• If the consumer is approached by a real estate professional who asks him to 
become part of a mortgage fraud scheme, he should report the person to the 
FBI. 

o Federal Bureau of Investigation (FBI) 
 935 Pennsylvania Avenue, NW 
 Washington, D.C. 20535 
 202-324-3000 
 http://www.fbi.gov/whitecollarcrime.htm 



                                                                                                     Potomac Real Estate School/Long & Foster 

© Potomac Real Estate School 2011 6 

OR 
• Contact the FTC 

o The Federal Trade Commission (FTC) 
600 Pennsylvania Avenue, NW 
Washington, D.C. 20580 
Identity Theft Clearninghouse:  877-438-4338 
Consumer Response Center:  877-382-4357 
http://www.ftc.gov or 
http://www.ftc.gov/bcp/edu/microsites/idtheft/ 

OR 
• Talk to a reputable real estate lawyer or the state licensing authority. 

OR 
• Contact the Mortgage Bankers Association’s (MBA) website dedicated to 

stopping and reporting mortgage fraud at 
www.stopmortgagefraud.com 
800-348-3931 

Ø Why is mortgage fraud so prevalent? 
• A recent study by Demos, a research firm in New York City, states that 

Americans have more debt now than ever.  They have been taking equity out of 
their homes in record amounts to consolidate debt, and Americans actually 
own less of their homes today than thirty years ago.  This climate (frequent 
refinancing) depends heavily on a continuing appreciating real estate market.  
In the current declining market, many homeowners have taken on mortgages 
that exceed the true market value of their homes, thanks to appraisal fraud.  
The report asserts that mortgage fraud exists because the financial incentives 
of those involved in the mortgage loan process often work against the very idea 
of securing an honest appraisal. 

• Since loan officers are paid on a commission basis, their livelihood depends 
upon having loans close without problems. 

• In the refinancing situation, the appraisal must come in at a certain level in 
order for the refinancing to occur.  Therefore and ironically, the lender’s own 
rules contribute to the necessity to hit a dollar figure with the appraisal. 

• Loan originators don’t really care if the loan defaults since most loans are sold 
to the secondary market and are not held by the institution at which the loan 
officer is employed. 

• The livelihoods of appraisers depend upon a steady flow of work from lenders.  
If an appraiser has a practice of bringing in low appraisals, he will soon find 
himself out of business. 

• Consumers often think only of the short-term when purchasing or refinancing.  
They want the house, or they want the money from the refinance.  They don’t 
think in the long term about the possibility of being, at some point, “upside 
down” with a loan balance that is higher than the value of the house. 

• Appraisers agreed to inflate property value since the market was appreciating. 
• Agents wrote offers with increasing amounts of cash back. 
• Mortgage lenders told borrowers that they would get the loan for them no 

matter what. 
• During the housing boom, “no documentation” mortgages grew in popularity, 

because, as home prices rose, qualifying for a traditional mortgage became 
more and more difficult. 

• Also, during the hot sellers’ market, relaxed underwriting standards were 
introduced to give previously underserved consumers a better shot at home 
ownership.  However, this easy money allowed too many loans to go to 
purchasers who could not afford them. 

• In some cases, sub-prime mortgage fees can be as much as a third of the value 
of the home. 
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• The strong seller’s market caused an increased reliance by both financial 
institutional and non-financial institutional lenders on third-party brokers. 

• A significant portion of the mortgage industry is void of any mandatory fraud 
reporting. 

Ø Who is involved in mortgage fraud? 
• The perpetrators of mortgage fraud span the entire spectrum from the innocent 

consumer to organized crime. 
• The FBI states that, based on existing investigations and mortgage fraud 

reporting, 80 percent of all reported fraud losses involve collaboration or 
collusion by industry insiders. 

Ø What are the consequences of mortgage fraud? 
• Mortgage fraud is a prosecutable crime and is against the law. 
• Fines and prison sentences are stiff.  According to the FBI, sentences can be up 

to 30 years and fines up to one million dollars or both. 
• If the lender subsequently discovers that any part of the consumer’s loan 

application is false, he can demand immediate full payment of the loan. 
• When homes were appreciating, homeowners with unaffordable mortgage 

payments could either refinance or sell their homes, often at a profit, so these 
fraudulent scams went unnoticed. 

• Everything came crashing down when the market turned.  Foreclosures, 
bankruptcies and short sales have been the result. 

o When applications inflate income and/or omit debt, this is a recipe for 
default. 

o These foreclosures, bankruptcies and short sales have contributed to a 
decline in the nation’s median home price and forced contractors out of 
work. 

Ø What is being done about mortgage fraud? 
• Unfortunately, during the hot real estate market, rising real estate covered up 

all of the illegal activities.  Everyone was making money.  Federal prosecutors 
claim that mortgage fraud has been around for years but has gone unnoticed. 

• The FBI is focusing its efforts on mortgage fraud schemes perpetrated by 
industry insiders.  The FBI is identifying fraudulent trends within the mortgage 
industry and educating the public. 

• The U.S. Department of Housing and Urban Development (HUD) was the first 
agency to address flipping by establishing a rule stating that if a person 
receives an FHA home loan, they must own that house 90 days before reselling 
it. 

• The Veterans Administration (VA) now has the same rule. 
• HUD also will not allow someone to buy property and then resell it without 

going to settlement.  Before this came about, agents were buying lease-
purchase properties and then assigning their contracts to the new buyer of the 
home after flipping.  HUD requires that in order to sell the property, the owner 
must have title to it first. 

• In 2007, Ohio passed a law that prohibits lenders from trying to influence 
appraisers.  A common scam has been for purchasers borrowing more money 
than the home is worth. 

• New York, Baltimore and Cleveland are suing mortgage lenders for damages 
after a rash of foreclosures. 

• In a recent case, an attorney in Georgia was convicted of fraud and got 30 
years in a federal penitentiary with no possibility of parole. 

 

Part 4 – The Agent’s Duty 
 
Ø What are red flags that the real estate agent and consumer should look for? 
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• The listing agent is asked to raise the list price in the computer after the sales 
contract has been ratified. 

• The buyer requests a specific appraiser. 
• The mortgage broker tells the agent not to send a contract amendment to him. 
• Hyped Appraisals 

o When the buyer is willing to pay more than the appraised value of the 
house, there may be a mortgage scam unfolding. 

§ During the hot seller’s market, it was difficult for lenders to spot 
appraisals that were higher than the value of the properties; 
however, with the cooling of the market, these inflated appraisals 
are easier to recognize. 

• The property has been on the market for a long time but sells for significantly 
more than the list price. 

• Bogus Fees 
o Mortgage fraud does not always involve millions or even thousands of 

dollars.  It can simply be a matter of padding the paperwork.  The real 
estate agent and the principals to the transaction should carefully review 
the pre-settlement HUD-1 and then compare it to the HUD-1 that is 
presented at settlement. 

• No Name Vendors 
o Real estate sales associates should be careful to work only with 

reputable vendors.  They should check these people out and get a 
referral from a trusted colleague. 

• The agent’s Instincts are Screaming at him that Something is Wrong 
o When the agent mentions it, those who are perpetrating the 

questionable act tell the agent that it’s fine and that it is standard 
practice. 

• The agent needs to make sure that the true facts of a transaction are reflected 
in the contract (with all its amendments) and on the HUD-1. 

Ø FBI tips to protect the consumer from becoming a victim of mortgage fraud 
• Get referrals for real estate and mortgage professionals. Check the licenses of 

the industry professionals with state, county or city regulatory agencies. 
• If it sounds too good to be true, it probably is. An outrageous promise of 

extraordinary profit in a short period of time signals a problem.  
• Be wary of strangers and unsolicited contacts, as well as high-pressure sales 

techniques.  
• Look at written information to include recent comparable sales in the area, and 

other documents such as tax assessments to verify the value of the property. 
• The consumer needs to understand what he is signing and agreeing to--If he 

does not understand, he needs to  
re-read the documents or seek assistance from an attorney. 

• The consumer needs to make sure that the name on the application matches 
his name. 

• The consumer should review the title history to determine if the property has 
been sold multiple times within a short period--It could mean that this property 
has been "flipped" and the value falsely inflated.  

• The consumer needs to know and understand the terms of his mortgage and 
should check the information against the information in the loan documents to 
ensure they are accurate and complete. 

• The consumer should never sign any loan documents that contain blanks--This 
leaves him vulnerable to fraud. 

• The consumer should check out the tips on the Mortgage Bankers Association's 
(MBA) website at http://www.StopMortgageFraud.com for additional advice on 
avoiding mortgage fraud. 

• The consumer should beware of e-mails or web-based advertisements that 
promote the elimination of mortgage loans, credit card and other debts while 
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requesting an up-front fee to prepare documents to satisfy the debt. The 
documents are typically entitled Declaration of Voidance, Bond for Discharge of 
Debt, Bill of Exchange, Due Bill, Redemption Certificate or other similar 
variations. These documents do not achieve what they claim. 

• There is no magic cure-all to relieve a person of debts incurred. 
• Borrowers may end up paying thousands of dollars in fees without the 

elimination or reduction of any debt. 
• Perpetrators mislead the homeowners into believing that they can save their 

homes in exchange for a transfer of the deed, usually in the form of a Quit-
Claim Deed, and up-front fees. The perpetrator profits from these schemes by 
re-mortgaging the property or pocketing fees paid by the homeowner without 
preventing the foreclosure. The victim suffers the loss of the property as well as 
the up-front fees. 

• The consumer should be aware of offers to "save" homeowners who are at risk 
of defaulting on loans or whose houses are already in foreclosure. 

• The consumer should seek a qualified Credit Counselor or attorney to assist 
him in making some of the decisions. 
 

Part 5 – Case Studies 
 
Ø Case Studies 

• A buyer has entered into a contract to purchase a property for 
$200,000, but, after learning about a roof problem, asks for and gets 
a price concession of $10,000 from the seller. At a $190,000 sales 
price, the buyer might obtain a 90 percent loan-to-value mortgage for 
$171,000 and bring approximately $19,000 to close.  However, the 
buyer has only $10,000 in cash and needs to get a loan of $180,000 
to buy the property. The seller proposes a rebate plan to close the 
deal. On the sales contract, the seller will keep the price at $200,000. 
In that way, the buyer will be able to borrow $180,000 with a 90 
percent loan. At closing, the seller rebates $10,000 to the buyer. 
Aware that the lenders will probably treat the $10,000 rebate as a 
price concession, the deal participants agree not to tell the lender 
about the rebate. That’s fraud. 

• A mortgage broker charges a borrower $10,000 in points and fees 
(the charges are a disguise for fraud). The seller agrees to pay for 
those loan charges and discloses this payment to the lender. 
Unbeknownst to the lender, the mortgage broker then rebates the 
$10,000 to the buyer outside of the closing. Again, this is fraud.  
Another example is that instead of the buyer bringing $20,000 in cash 
to the closing, the seller agrees to carry a second mortgage for 
$10,000. The seller discloses the second mortgage to the lender. 
However, the seller and buyer agree that the second mortgage will 
never be paid. Again, the buyer gets a loan based on an inflated price. 
Once more, it’s fraud. 

• One of the truisms about mortgage fraud is that if the seller’s 
concession is shown on the HUD-1 settlement statement, there’s no 
fraud. But that’s true only if the description on the HUD-1 is accurate.  
Among the gimmicks used to create the illusion of disclosure is a 
debit from the seller’s proceeds suggesting a charitable contribution 
by the seller or the payment of a debt owed by the seller. If the 
deducted money is being used to satisfy real debt of the seller or make 
a real contribution, then it’s perfectly legal. But if the debit and 
payment to the third party are really a disguise to route money from 
the seller back to the buyer or other promoter of fraud, such as the 
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mortgage broker, again, it’s fraud.  
Routing the payment through a so-called charitable organization 
doesn’t avoid the fraud because the stated contract price exaggerates 
the true price received by the seller. 

 
Reprinted from Realtor® Magazine with permission of the National 
Association of Realtors®, Copyright 2008, All rights reserved.  
 

• In 2007, four people connected with a San Marcos Realty office 
pleaded guilty to charges that they illegally secured mortgages for 
financially unqualified consumers, thereby pocketing more than one 
million dollars in fraudulent commissions. 

o “Straw buyers,” purchasers with higher credit scores and 
income, were substituted for less qualified buyers on mortgage 
applications. 

o Financial information was falsified on loan applications, 
indicating higher balances on bank statements. 

o Employment was falsified. 
o Bank statements, social security cards and other documents 

were falsified. 
• Johnson Cuffy, a Florida real estate investor, bought a house  in 2005 

for $245,000.  Then, Cuffy obtained an inflated appraisal of $340,000.  
Cuffy then recruited a straw buyer, Kervyn Harris.  Then he arranged 
for Fremont Investment & Loan of California to lend Harris $340,000.  
When the sale closed on December 30, 2005, Cuffy walked away 
$95,000 richer.  Cuffy divided the proceeds among his father, sister 
and the man who provided the straw buyer.  The house went into 
foreclosure.  The Florida Department of Financial Services’ fraud 
division arrested all involved. 

• REO FLIPWAGON (JACKSONVILLE): In December 2003, the FBI initiated a UCO 
to address the massive amount of mortgage fraud in the Jacksonville area. On 
September 16, 2004, as a result of this investigation, seven search warrants 
were executed, and two arrests were made. Mortgage broker J. R. Parker and 
closing attorney, Dale Beardsley, were arrested via complaint, charging them 
with bank fraud for their role in this alleged scheme.  

• OPERATION CLEAN DEED (CHARLOTTE): In November 2002, an FBI UCO was 
initiated utilizing a cooperating witness to introduce undercover FBI Agents 
into seven organizations involved in a multimillion-dollar mortgage fraud ring. 
Investigation led to the identification of fraudulent loans which exposed 
financial institutions and mortgage companies to potential losses of $130 
million. On September 16, 2004, informations were filed in U.S. District Court, 
Western District of North Carolina, charging six individuals with bank fraud for 
their roles in a multimillion-dollar mortgage fraud.  

• JAMES MCLEAN; PRESIDENT ET AL; FIRST BENEFICIAL MORTGAGE 
COMPANY - VICTIM (CHARLOTTE) A two-year joint investigation by the FBI, 
the Internal Revenue Service, and HUD-OIG revealed a fraud for profit scheme 
committed by several insiders of First Beneficial Mortgage Corporation. This 
two-year fraud was perpetrated against Fannie Mae and Ginnie Mae home loan 
programs resulting in losses exceeding $30 million. Recently, the president of 
First Beneficial Mortgage Corporation and six others were convicted on 
conspiracy, bank fraud, wire fraud, and money laundering charges. The 
president was sentenced to 21 years in prison, ordered to pay $23 million in 
restitution and forfeited about $8 million in property. 

• MAGGIE CUEVAS; FAG-HUD; FIF (LOS ANGELES) A joint investigation 
conducted by the Los Angeles FBI Office and HUD-OIG illustrated an extensive 
scheme in which fraudulent identification and employment documents were 
used to perpetrate mortgage frauds. The scheme was largely assisted by an 
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individual who regularly manufactured false identity and income documents for 
a profit. This document forger created W-2s, pay stubs, credit letters and social 
security printouts over an eight-year period. These documents were used by 
real estate professionals who knowingly submitted the falsified information to 
lending institutions. The loans were then insured by HUD and caused a loss to 
that agency of more than $18 million. A search warrant executed during the 
investigation revealed more than 100 real estate professionals had ordered 
false documents in the past. To date, the document forger and six associates 
have been convicted in the scheme, as well as 14 real estate professionals. 

• BRENT BARBER dba MIDTOWNE RESTORATION, L.L.C (KANSAS CITY) A two-
year joint investigation conducted by the Kansas City FBI Office, IRS and HUD-
OIG culminated on August 13, 2004 with the arrest of Brent Barber, real estate 
investor. Barber, along with his three business associates, was charged in U.S. 
District Court for their alleged roles in purchasing run-down properties, 
securing fraudulent appraisals and obtaining mortgages in the names of straw 
purchasers. It is alleged that the straw purchasers were paid $2,000 for their 
role in the scheme whereby they placed properties in foreclosure, leaving 
Barber and his associates with the mortgage proceeds. This scenario was 
repeated approximately 300 times, resulting in losses to lending and financial 
institutions in excess of $15 million. 

 
Mortgage Fraud Final Quiz 

 
1. Tom and Amy are purchasing a townhouse, which they plan to rent out.  

Which of Tom’s following statements could indicate mortgage fraud? 
a. “We’ll probably have to put 10% or 20% down since this is an 

investment property.” 
b. “Let’s fix it up before we put it on the market.” 
c. Both a and b 
d. “We’ll get a better interest rate if we say we’re going to live in it.” 
 

2. Sally and John are purchasing a home in the Briarwood Subdivision.  They 
love the home but have expressed concern about the condition of the 
carpet.  They called the sellers and, during the conversation, the sellers 
indicated that they would be willing to commit mortgage fraud.  Which of 
their statements indicate this? 
a. “We’ll give you a closing credit of $2,000.  Have your agent draw up an 

amendment to the contract and we’ll sign it.” 
b. “We’ll just give you a $2,000 check for carpet outside of closing.” 
c. Both a and b 
d. Neither a nor b 
 

3. Does mortgage fraud always involve a lot of money? 
a. Yes 
b. No 
 

4. Who is addressing the mortgage fraud epidemic? 
a. HUD 
b. VA 
c. FBI 
d. All of the above 
 

5. Fraud for profit is 
a. Fraud typically committed by the buyer 
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b. 20% of fraud committed 
c. Fraud typically committed by real estate professionals. 
d. None of the above 
 

6. How are mortgage fraud and predatory lending 
different? 
a. They’re not.  They’re the same thing. 
b. Mortgage fraud is when one or more individuals defraud a financial 

institution; predatory lending is  when a dishonest financial institution 
willfully misleads or deceives the consumer. 

c. Mortgage fraud is committed by the lender and predatory lending is 
committed by the buyer. 

d. None of the above 
 

7. Martin, a listing agent, sells a home for $450,000.  The appraisal comes in 
at $420,000.  Martin implores, even bribes the appraiser to raise the 
appraisal to $450,00, which the appraiser does.  Is this fraud? 
a. Yes.  It is appraisal fraud. 
b. No.  This is done all the time. 
c. Yes.  It is shotgunning. 
d. None of the above 
 

8. Sue, a listing agent, sells a home for $620,000.  The appraisal comes in at 
$605,000.  Sue looks into the appraisal and sees that the appraiser, not 
familiar with the area, did not use the best comparables.  Sue brings this to 
the appraiser’s attention and asks her to take a look at these new comps.  Is 
this fraud? 
a. Of course. 
b. Yes, but Sue needed this sale in order to buy her new mink coat. 
c. No.  Sue is merely asking the appraiser to consider  better comps. 
d. None of the above 
 

9. Donna and Mike sign a Sales Contract for a $600,000 home.  They barely 
qualify but just make it, according to their lender.  Two days before closing, 
Mike purchases a boat, that he puts on his credit card.  He tells Donna that 
they are not going to tell the lender because the added debt will prohibit 
them from getting the loan.  Is this legally acceptable? 
a. No.  It’s mortgage fraud. 
b. No.  It’s predatory lending. 
c. Yes.  What the lender doesn’t know won’t hurt him. 
d. None of the above. 
 

10. What are some of the causes of mortgage fraud? 
a. Greedy lenders and appraisers 
b. Buyers who want a house that they cannot afford 
c. Both a and b 
d. Neither a nor b 
 

11. A person committing mortgage fraud can 
a. Lose the house 
b. Go to prison 
c. Be fined up to one million dollars 
d. All of the above 

 
12. During the strong seller’s market, mortgage fraud 

a. Went unnoticed 
b. Was rampant 
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c. Did not exist 
d. Both a and b 
 

13. The following are red flags that mortgage fraud may be occurring except 
a. The buyer requests a specific appraiser. 
b. The loan officer tells the agent not to send a contract amendment to him. 
c. In the Sales Contract, the purchaser requests that the seller pay $1,000 

toward closing costs. 
d. The property sells for more than the list price after being on the market 

for a year. 
 

14. The consumer can protect himself against mortgage fraud by being diligent 
and doing the following: 
a. Obtaining a referral for real estate professionals 
b. Not signing any document which contains blanks. 
c. Both a and b 
d. Neither a nor b 
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Name______________________________________Date______________________ 
 

MORTGAGE FRAUD FINAL QUIZ 
 

Please circle the correct answer for each question. 
 
1. A B C D 
 
2. A B C D 
 
3. A B C D 
 
4. A B C D 
 
5. A B C D 
 
6. A B C D 
 
7. A B C D 
 
8. A B C D 
 
9. A B C D 
 
10. A B C D 
 
11. A B C D 
 
12. A B C D 
 
13. A B C D 
 
14. A B C D 
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Potomac Real Estate School 
Certification Sheet for Correspondence Course 

 
Please fax to (703) 758-0044, scan and email to 

info@PotomacRESchool.com, or mail to Potomac Real Estate School, 
Box 494, Oakton, Virginia 22124 

 
Print Name  ____________________________ Course:  2 Hour Mortgage 

Billing Address  ____________________________ Fraud CE  

    ____________________________ (VREB Approval #58075)  

    ____________________________  

RE License #  ____________________________ (10 digits)  

Expires    ________________ 

Phone #   ____________________________ 

Email   ____________________________ 

Company Affiliation ____________________________ 

 
Payment by Check 
______I enclose a check payable to Potomac Real Estate School LLC in the amount of 
$24.00  
OR 
 
Payment by Credit Card 
______Please charge  $24.00 to my ___Visa___Master Card___American 
Express___Discover 
OR 
 
Card #__________________________________________Expiration Date__________ 
 
Security Code___________Signature________________________________________ 
 
Did you find the material well organized?  Yes  No 
Was the material well written?    Yes  No 
Was the course material relevant?   Yes  No 
 
Suggestions__________________________________________________________________ 
 
How did you find us?  Please circle 
 
Internet    Postcard    Referred by __________________________    Email    

Personal Note/Letter     Ad     VREB     NVAR L&F 

Other  
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Student Declaration:  I hereby certify that I completed this 
continuing education course (2 Hour Mortgage Fraud) on my 

own without assistance. 
 
Signed   _____________________________ 
 
Date    _____________________________ 
 
Name (Print)  _____________________________ 
 
 

 

 

 

 

Notary Public Declaration:  Taken, subscribed, and sworn 

before me this _____ day of _______________, 20____ 

In the City/County/Town of ________________________ 

In the State/Commonwealth of ____________________ 

My commission expires _____/_____/_________ 

 

 

Notary Public________________________________________ 

Notary Signature Required 

But Seal NOT Required 

 


