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Dissecting and Deterring Foreclosure Rescue Schemes Using Data Modeling 
 

Response to an Important State Need: 

An unsettling trend arising from the increase in home foreclosures since 2008 is the appearance of more 

“foreclosure rescue schemes” (FRS) that on the surface appear to be legitimate or even sometimes 

government approved, but turn out to be ways for unscrupulous people to prey on unsuspecting families 

who find themselves facing foreclosure.  Fraudulent mortgage foreclosure operations prey on distressed 

and desperate homeowners, promising false forbearances, unfeasible write-downs and bailouts while 

charging exorbitant fees for services they will not provide. 

 

The Maryland Department of Housing and Community Development (DHCD) in partnership with the 

Maryland Department of Labor, Licensing and Regulation (DLLR) are the lead agencies that would 

address this concern.  DHCD has the resources and programs that fund housing counselors throughout the 

state and to market these programs (via media and through events) to the general public.  DLLR is the 

enforcement arm that in Maryland regulates the banking industry and investigate complaints of abusive 

practices.  Despite aggressive efforts on the part of these agencies, foreclosure schemes and irregularities 

(such as the foreclosure processes not being followed according to law) have left some vulnerable 

populations targets for foreclosure.  Since data on enforcement actions is less accessible due to 

privacy/legal concerns and can take years to move through the legal process, DHCD wanted to focus on 

prevention of FRS by understanding who, where and how FRS operations target Maryland residents and 

strategies/best practices to thwart FRS operations. 

 

Innovative Response: 

In partnership with DLLR, DHCD worked with the University of Maryland Smith School of Business to 

obtain a team of executive MBAs who conducted evaluations of existing programs and best practices in 

the field as well as focus groups of stakeholders.  In addition, the Smith School and DHCD Housing & 

Economic Research Office (HERO) triangulated data from different sources available to Housing Finance 

Agencies to identify populations targeted by FRS operations.  (The partnership with academia, utilized for 

this project was a NCSHA HR Innovations winner in 2014.)   

 

Through DLLR, a sister-state agency, DHCD was introduced to the non-partisan/non-profit Lawyer's 

Committee for Civil Rights Under Law that has a national database of foreclosure rescue scheme and loan 

modification complaints across the nation since April 2008 ( http://www.preventloanscams.org/about-

us/loan-modification-scam-prevention-network ).  Through this relationship, DHCD was granted access 

to 1400 consumer complaints tracked by the Lawyer's Committee from April 2008 to February 2014.  

1380 of the cases reported offers of foreclosure relief/consulting services, but it was not verified that these 

consumers were also in foreclosure.  To triangulate the data while adhering to privacy concerns of the 

Lawyer's Committee, HERO matched the addresses in the complaint data with Mortgage Bankers 

Association data on Notices of Foreclosure to identify those Maryland residents that both were in 

foreclosure AND filed a consumer complaint about FRS.  With this streamlined data set of about 200 and 

access to US Census Bureau data, the Smith School conducted its data regression analyses and data 

normalization (in order to ensure variations in county population size and demographics were taken into 

account) to determine if there were significant factors that made a certain population more attractive to 

FRS operations.   

 

Specifically, the following attributes were analyzed for possible statistical significance, if any: 

% distribution by race;% distribution by  age group; % of Foreign born population; % of English not 

primary language;  % of Veterans;  % Below Poverty Rate;  % with at least a Bachelors degree; median 

household income; population growth; and the unemployment rate.  The Smith team also analyzed 

characteristics of the homes, the mortgages and the foreclosure rescue schemes (FRS) to determine if any 
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patterns emerged, including the following data elements: Total Housing units;  Home ownership rate;  

Median home price; Affordability Average Amount owed on home; Average Days past due on mortgage;  

Total households with Notice of Intent (NOI); Owner occupied vs investment; Number of Foreclosure 

Rescue Schemes (FRS) reported; FRS Organization Names;  FRS origin stat; and Lender information 

(both Loan servicer and secured Party) 

 

The results of the data modeling were surprising.  To validate the findings, a focus group with partners 

"on the ground" was conducted and organized by DHCD's Outreach office, HERO and the Smith School.  

This included housing counselors, large churches in the state, local government housing authorities and 

ethnic organizations that serve Maryland residents who are facing foreclosure.   

 

Achievement of Intended Results: 

From the start, it was anticipated that geographical areas with the highest foreclosure rates would have 

high concentrations for FRS and that the most typically vulnerable populations would be the targets 

(elderly, disabled veterans, less educated, limited income).  The study turned this notion on its side.   

 

Of all the elements tested, four were statistically correlated to increases in FRS:  (1) areas where the 

median home price values were higher/increased, (2) areas where the amount owed on mortgage was 

higher/increased, (3) areas with higher/increased number of African Americans, and (4) areas with higher 

concentration of households where English is not the primary language.  FRS increases were not 

correlated to high foreclosure areas, age or limited education/income.  39% of victims were in age group 

36-50 followed by 37% in age group 51-65.   

 

In fact, looking at Prince George's County (in the Washington suburbs), the county with the most FRS 

reported at over 33%, higher incomes, higher home prices and higher education all seem to be attractive 

to FRS operations.  Specifically, the median income in 2014 in Prince George's County was $91,206; 

median home price was $332,386; % Bachelors degree attainment was 32%; and poverty level at 4.6%.  

These metrics were significantly higher than Baltimore City with a similar minority demographic, but 

median income much lower at $38,358; median home price at $154,296; % Bachelors degree attainment 

at 16% and poverty at 21.1%. 

 

While the statistical findings were perplexing to the researchers, the focus group of advocates that are 

closest to the ground on this issue independently validated the results as follows: 

 Shame - many of those scammed looked at FRS as a fee for service, such as hiring someone to do 

income taxes.  Conversely, there is skepticism about free services ("you get what you pay for" 

mentality) and saving one's home is extremely emotional/important.  Most likely being college 

educated, and making a decent salary, victims are embarrassed  that they were scammed.  FRS 

offer anonymity as consumers do not have to go to an office to seek help. 

 Messaging - FRS message is simple - "rescue me" and a "guarantee of success" that is recurring 

on radio and late night TV ads.  Official/government looking documents and seals are used in 

mailers.  There is a grey line between legitimate legal services and scams in this field so it is hard 

to advise consumers and difficult to prosecute violators. 

 Immigrant populations- consumers in households where English is a second language often turn 

to others in their linguistic/cultural communities for help since they are not aware of other 

mainstream channels of assistance.  This puts them at greater risk for FRS and a number of 

partners have dealt with such cases around the state. 

 

From the eye-opening discoveries the Smith School also delivered recommendations and best practices to 

mitigate FRS operations in the state: 

 Gear up Maryland's foreclosure assistance program, HOPE, to raise awareness of FRS. 
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 Communicate a united message (what to do when scammed) on all websites and social media of 

state local and non-profit stakeholders. 

 Utilize partner's web "real-estate" in ads, etc. and make web search words work for DHCD. 

 Increase multi-lingual access to information about assistance - Hispanics took the longest to 

report scams, and it is speculated because they are not aware of where and how to report FRS. 

 Make standardized online complaint filing widely available (FTC model: 
https://www.ftc.gov/enforcement/consumer-sentinel-network) 

 Call on bar associations to issue ethics alert to members to avoid involvement with scammers. 

 Look at adopting national standards for homeowner education/counseling, such as 

NeighborWorks network. 

 Consider Pennsylvania's HEMAP model to assist homeowners in foreclosure trouble. 

 

Summary of the FRS full findings and recommendations/best practices from the research study is 

attached.  It is anticipated that DHCD and DLLR will be able to use the findings and 

recommendations/best practices to improve outreach efforts as well as help DLLR with law enforcement 

techniques.  It also takes a very emotionally charged issue (losing one's home) and puts facts behind 

anecdotal cases to devise a cohesive strategy to deter FRS and educate home owners. 

 

Benefits that Outweigh Costs: 

 Working together to look at data and joint state missions that provide insight not available 

without partnership:  DHCD and DLLR were presented with research and recommendations that 

can be pursue as determined by DHCD/DLLR leadership.  This study took over a year to conduct 

(from Spring 2014 to Fall 2015) and would not have been possible without the partnerships of 

DLLR and the University of Maryland Smith School taking different facets of research and 

databases to come up with tangible findings and actionable items. 

 Cost effective:  This project tapped into a resource (Memorandum of Understanding with the 

University of Maryland Smith School of Business) to have work completed for free and without 

holding up other assignments/routine work of state agencies.  This study would have cost DHCD 

hundreds of thousands of dollars if put to bid for contracting to conduct.  Instead, the MBA 

students received course credit for the project at no cost to DHCD. 

 Quantifying and qualifying the problem which helps with legislative decisions for resources:  

DHCD will be able to utilize the study to better quantify and qualify the issue of foreclosure 

rescue schemes in the state from an objective source.  The results showed that it was not the 

typical populations targeted for scams (such as seniors, less educated, limited  income, etc), but a 

new segment of the population that can be identified for outreach.  This also allow for better 

coordination with elective officials who now can objectively make claims for resources.  

 Baseline research for future studies:  The study also sets a baseline for future studies and to see 

how FRS activity is trending.  It also can serve as a tool to see if certain mitigation initiatives are 

working for the state.  Even if the results of the study proved not to be statistically significant, it 

still validated that the efforts of the department have been as effective as could be expected. 
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