

















The Administration’s Response to Foreclosure Rescue Fraud

On February 18", President Obama announced a series of initiatives to address the
nation’s housing crisis and help American homeowners. The Making Home Affordable
programs were designed to keep mortgage rates low, allow responsible homeowners to
refinance into affordable mortgages or alter at-risk loans and help homeowners lower
their monthly mortgage payments. But just as the Administration intensifies its efforts to
help American homeowners, those who would seek to prey on the most vulnerable are
intensifying their tactics as well, often through purported “mortgage modification” and
“foreclosure relief” companies.

On April 6™, Treasury Secretary Geithner, along with Attorney General Holder, Secretary
of Housing and Urban Development Donovan, and Federal Trade Commission Chairman
Leibowitz, announced a major interagency effort to combat foreclosure rescue scams.
Two specific initiatives were included as the Treasury’s primary efforts to the joint
response.

First, FinCEN issued an advisory’® to help financial institutions spot questionable loan
modification schemes and report that information for law enforcement purposes. The
advisory provides “red flags” for financial institutions that may indicate a loan
modification or foreclosure rescue scam.

Second, the Treasury announced an advanced targeting effort - coordinated by FinCEN -
to deter fraudulent activity and combat fraudulent loan modification schemes. FinCEN,
working with our partners from the law enforcement and regulatory communities, is
utilizing information provided by the financial industry, along with other information
supplied by participating agencies, to identify possible loan modification fraud suspects
for civil and criminal investigations. This research initiative uses SAR filings
specifically related to loan modification/ foreclosure rescue to identify targets for referral
to appropriate law enforcement authorities.

By serving as a networking and deconfliction center, FinCEN is also helping law
enforcement agencies streamline and coordinate their efforts so that the resources of
multiple investigative and prosecutorial agencies are focused in the most efficient way.
This cooperative effort will maximize government resources to shut down fraudulent
companies more quickly than before, target companies that otherwise would have gone
unnoticed ‘under the radar’, and will increase our knowledge of how these companies
operate, enhancing our efforts to identify and prosecute every individual involved in a
mortgage rescue scam.

FinCEN is proactively reaching out to State-based organizations such as the National
Association of State Attorneys General and National District Attorneys Association to
involve their members in this initiative and to solicit input on their ongoing activities.
While Federal criminal investigators and prosecutors are committed to pursuing the most
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egregious organized criminal actors, it is critical that we involve our State and local
partners to avoid letting criminals slip below the radar screen. FinCEN can play a natural
role here through its relationships not only with all major Federal law enforcement
agencies and U.S. Attorneys’ offices across the country, but also its longstanding support
of State law enforcement coordinators in all fifty States, as well as police forces in many
major municipalities.

We have also participated in Neighborworks-organized teleconferences with participants
from Federal, State, local and non-profit organizations and followed up with a detailed
memorandum on FinCEN’s strategy and solicited input. Any feedback will only serve to
complement FinCEN’s proactive research initiative of Suspicious Activity Report filings
specifically related to loan modification/ foreclosure rescue to identify targets for referral
to appropriate law enforcement authorities.

Conclusion

FinCEN is proud to play its part in supporting the Administration’s and the Treasury
Department’s broader efforts as part of the Financial Stability Plan, including the Making
Home Affordable programs. While it is impossible to eliminate the possibility of abuse
or fraud in broad fiscal stimulus programs, new efforts to spur economic growth and
promote responsible homeownership should rightfully be accompanied by renewed
vigilance to mitigate criminal tendencies that could undermine the effectiveness of these
critical policy initiatives.

The cornerstone of prevention is having the appropriate intelligence for detection, and
aggressive action at the earliest stages will make it more difficult for bad actors to engage
in fraudulent activity. None of the analytical work FinCEN is doing to fight mortgage
fraud and to curb the system of abuse that is exploiting our nation’s housing rescue
programs would be possible without the SARs, and other BSA reports, that financial
institutions file. And those of us who receive and use this information have an important
public trust to uphold. This is a responsibility the 300 men and women that make up
FinCEN take very seriously. We greatly value our partnership with the financial industry
to advance our shared goals of protecting against abuse of the financial system.
Educating financial institutions and the general public about risks and vulnerabilities,
and, where possible, using regulatory authorities to help mitigate them, will remain key
components of our Government strategy to prevent financial crime.

Those who nonetheless violate the law should be held accountable. The law enforcement
and prosecutorial resources of the Justice Department, the States, and consumer
protection authorities such as the FTC are working hard to prosecute and shut down the
unscrupulous opportunists who prey on the economic hardships of others. FinCEN will
continue to seek to leverage its expertise, information, and longstanding relationships
with a broad range of Federal and State, criminal and civil enforcement authorities, to
promote the use of all available tools in furtherance of the objective that crime should not

pay.



Thank you for inviting me here today. I am happy to answer any of your questions.



