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Lawyers can help identify scams involving real estate\'

_ Residential real estate fraud
is fast becoming one of the most
common types of fraud commirted
on banks and consumers. I's irmpact
on innocent people canbe devasting,
Scams can artificially inflate the
price of a hiouse, cause a progpec-
tive sale to fail apart, and hurt the
real estate values of an entire neigh-
borhood. Furthermore, frand is hard
to spot, which is why consumiers
can unwittingly be drawn in, ac-
cording to PeterJ. Birnbaum, presi-
dent and CEQ of Attorneys' Title
Guaranty Fund, Inc. (AT%).

"Real estate frand leads to
increased consumer cosrs, it hurts
lenders and others involved in the
trapsaction, and it prevents govern-
ment agencies that are there to help

consumers, such as the Department

of Housing and Urban Develop-
ment (HUD), from fulfilling their
mission,” he said,

Krowledge and detectionare
the keys to avond being drawn into
a geam, Bimbaum states. "Experi-
ence real estate attorneys should be
familiar with common fraud
- schemes, which will help prevent
their clients from becoming in-
volved.” ‘

Frand schemesalmostalways
involve “ingider” participaton by
one of the key people involved in
the transaction . The perpetrators
often use forged identities and pose
* asthenamed buyer, seller, appraiser,
.. or another party.

They freguently engage in a
practice that invoives illegal “flip"
transaction. Land "fHps" (the pratice
of buying a piece otp property and
selling ir again in a short period of
time for a profit) are legitimaie, but
the practice can also be used w0
facilitate fraudulent schemes involv-
ing forged documents thar dupe
lenders into providing funds for
bogus transaction for homes worth
less than the arount of the loan.

Consumers and others in the
industry should be aware that this
frand is commitied in a wide range
of creative ways, Birnbaum contin-
ues. The schemes involve false
apppraisals that may be difficult, if
not impossible, to identify, Other
schemes involve what the industry
calls "predatory lenders” who typl-

. cally target those who, because of a
,poor credit history or limited in-

come, cannot - or beli¢ve they can-
not - afford a waditional mortage.,
While typical targets include the
elderly, people in low-income
neighborhoods, and those who
speak litde English, no e iz im-
mune, L

Homegwners sulun'?m refi-
nance an orginal mortage or o ob-
tain 4 home equity loan to pay bills
or make home improvements are
especially vulnerable. "Unlike po-
tential homebuyers, those seekmg
to refinance usually don't hire an
attorney to review the terms in the
contract,” Bimbaum says. "As a
result, they can lose their home - or
at least the equity they've built up -
if they can't make the required pay-
ments,”

Predatory leanders are often
good salespeople who want to make
a fast buck at the expense of the
mortage seeker, But they send owt
signals that an informed consumer
will recognize:

« Recommending chat apply
for more money than you need and,
furthermore, that yoo accept
monthly payments that you really
don't beligve you can make;

= Suggesting that you glass-
aver or falsify even the smallest bit
of information on your loan appli-

" cation:

« Offering cash back or more
than 100% financing for a home
purchase;

= Promising one ser of terms
when you apply, then giving you
anather set of wrms to sign; and/or

» Encouraging you to sign
forms on which the financial infor-
mation has not yet been antered.

Predatory lenders often con-
tact their victime through cold calls,

gither by phone or direct mail, or -

they come "relermed” hy a disrepu-
table source such as a home repair
company,

"I{ 15 unwise to make major
financial degisions based solely on
an unsolicited phone call or sales
literature from an unknown

comapay,” Bimbaum states, "And -

remember, if something sounds (0o
good 1o be true, it probably is. Be-
fore you proceed, discuss these im-
portant financial decisions with
SOmeone you trust, soméone who
does not benefiy financially from
your actions." v

Bimbaum emphasizes to all
consimers who are comtemplating
the purchase of a home, or who are
refinancing their existing mortage,
to hire an attorney first, befors se-

lecting a lender. He sxplaings: "Ani "~

independent real estate ativrmey can
help consumers throngh the maze
of loan options and help make the -
loan decision that's best for you and
yaur circumstances. An attorney
will alse help you steer clear of
parties whose practices may not be
it your best interests. For a rela-
tively smallinvestment, anattorney
is an advocate in your commer right
up the closing when you take own-
ership of your new home. For a
small fee, a lawyer's advice can pay
large dividends in prevention."

Many organizations, includ-
ing ATG, as well as the media have
atiempted to educate the public
about fraud in real estate transac-
tions and specifically about preda-
tory leanding. Congressisnow con-
sideringlegislation, and many states,
including Illinois, have passed laws
that attempt to restrict predatory -
lending by imposing hefty penal-
tes on thase who engage in the
practice. Penalties typically include
anorder that they make sure restitu-
tion to their victuns, These carry
with them the threat of in¢arcera-
tion, and therefore are often mora
compelling than 4 money judge-
ment obtained through civil
letigation.

Founded in 1964, ATG i3 the
premier lawyer-service organiza-
tion for the benefit of the profession
and the public. In addiuon to pro-
viding title insurance to home buy- |
ers and lenders, the company now
alfers - through itg network of 3,500
member-lawyers - a variety of in-
vesiment and other services deliv-
ered by subsidary companies. These
subsidianes inclads a tnst com-
pany, a norigage bank, a real estate
brokerage company, and a real es-
Lare auciion company. ‘

ATG iz headquarted in
Champaign and downiown Chi-
cago, and has offices in Mt, Pros-
pect, Chicago (mid-north side),
Homewood, Libertyville, Lombard,
Morth Riverside, Oak Lawn, and
Belleville, I1l.; and Madison, Wis-
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