
pRedatoRy 
lending
what you need to know about

To learn more about predatory lending, how to 
improve your credit report or credit score, how to 
shop for a mortgage or to file a complaint against 
a lender, a broker or a state regulated bank call 
the Banking Department at (877) BANK-NYS 
Or visit them on the Web at www.banking.state.ny.us

remember:  
if it sounds  

too good to be true,  
it probably is!

state of new york 
banking 
department 
(877) BANK-NYS 
www.banking.state.ny.us

state of new york 
Consumer protection 
board 
(800) 697-1220 
www.nysconsumer.gov 

state of new york 
department of state 
(518) 474-4429 
www.dos.state.ny.us

state of new york 
division of Housing 
and Community 
renewal 
(518) 473-2526 
www.dhcr.state.ny.us 

state of new york 
division of Human 
rights 
(888) 392-3644 
www.dhr.state.ny.us

state of new york 
Governor’s Office of 
regulatory reform 
(518) 486-3292 
www.gorr.state.ny.us 

state of new york 
Mortgage agency 
(sonyMa) 
(800) 382-HOME 
www.nyhomes.org

The interagency HALT Task Force was formed 
by Governor Eliot Spitzer in early 2007 to 

address the issue of predatory lending  
in New York State.  

The task force is charged with: exploring 
regulatory reform; pursuing enforcement; 

creating statewide outreach and educational 
opportunities; and developing loan and 

refinance programs.

Predator 
One that victimizes, plunders, or 
destroys, especially for one’s own gain. 

(prěd’  -t  r, -tôr’) n. -e e

MeMbers of tHe new york state  
Halt task forCe:

CHeCk for liCenses! 

The New York State Banking Department licenses 
mortgage brokers and bankers who do business 
in New York. Ask to see that license or call the 
Banking Department to find out if your lender is 
licensed.

Real estate brokers, salespersons, appraisers, 
home inspectors and notaries are licensed by the 
Department of State.  They can tell you how to 
check for disciplinary actions against a licensee 
you are considering using.

get Help:

The US Department of Housing and Urban 
Development (HUD) sponsors certain housing 
counseling agencies throughout the country, who in 
turn give advice free or at low cost. Call them at 
(800) 569-4287 or visit them on the Web at www.
hud.gov to find an approved counseling agency 
near you.

To find out if you qualify for the “Keep the 
Dream” program, designed to help eligible New 
York households with certain high-risk mortgages 
avoid possible foreclosure, visit SONYMA at www.
nyhomes.org or call (800) 382-HOME (4663).

To find free legal services in your community, learn 
more about your legal rights, get information about 
the courts and more, visit www.lawhelp.org/ny
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foreClosure resCue fraud
One of the most common types of predatory 
mortgage lending is foreclosure rescue fraud. 

Method of operation:

Scam artists search public records 
for foreclosure notices and attempt 
to take advantage of vulnerable 
homeowners. In addition to calling 
or sending a letter via the mail, they 
may target hard-hit or vulnerable 
areas by going door-to-door, posting 
fliers or placing ads in local papers.

some of the more common types of  
foreclosure rescue scams are:

phantom Help: The “rescuer” charges high 
fees for negotiations, phone calls, paperwork 
or referrals that they never do or do poorly. 
The rescuer purposely allows time to go by, 
the homeowner gets even further in debt and 
even closer to losing their home.

lease/buyback: The “rescuer” convinces the 
homeowner to surrender title to the home 
(sometimes to a “trust“ or a third party) and 

A lender or broker includes a long pre-payment 
penalty period in a loan agreement that keeps 
the borrower from refinancing earlier.
A lender “flips” or refinances a loan, sometimes 
repeatedly, to generate fees with no benefit to 
the borrower.
A lender or broker lies, or encourages a borrower 
to lie, about income, debt or expenses on a loan 
application.
A broker receives a fee or “yield spread 
premium” from a lender for steering a borrower 
to a higher cost loan and does not pass the 
savings on to the borrower.

Instant 
cash!

WE BUY
hoUsEs

predatory lending takes place when a lender or 
broker knowingly markets or provides a loan 
to a borrower that is unfair, abusive or illegal.

predatory mortgage lending can involve 
foreclosure rescue specialists, mortgage 
counselors, mortgage brokers, mortgage 
bankers, real estate brokers, appraisers, home 
inspectors, lawyers and even notaries public.

anyone Can fall viCtiM  
to a predatory lender!!

but tHose Most likely to be targeted are:
Homeowners that are in, or near, foreclosure • 
Homeowners who are “house rich” but “cash poor”• 
Elderly homeowners• 
Minorities• 
Military families• 
Inexperienced or first-time home buyers who don’t • 
shop around or DO NOT KNOW they may qualify 
for better rates
People with low income or a poor credit history • 
who do not qualify for prime loan rates

rent or buy back the house over time. The terms 
and fees of these deals are so abusive that 
buyback is impossible. The former homeowner 
falls behind in rent, is evicted and, in some cases, 
is left still holding the original mortgage.

deed theft: The homeowner is tricked 
through forgery or fraud into signing 
over ownership of the home.

tHird party Collusion
Other types of predatory lending 
involve the help of a third party, 
working with a dishonest lender or broker.

Method of operation:

A contractor or home builder steers a homeowner 
toward an unscrupulous lender.

An appraiser or home inspector falsely inflates the 
value of a home or purposely overlooks defects in 
the property, leaving the buyer with a loan amount 
that is greater than the value of the home (negative 
equity).

A lawyer allows or encourages a borrower to sign 
false documents or documents that do not make 
clear the terms of the loan.

wrong loan terMs for tHe borrower
Abusive lending may involve a lender or broker 
providing a loan to a borrower that is inappropriate 
for that borrower, with knowledge that the borrower 
will have trouble repaying in the future.

Method of operation: 

A lender includes unnecessary or undisclosed charges 
or products in the loan agreement.
A lender or broker provides a loan with a very low 
introductory or “teaser” rate, promising that once the 
initial period ends, if the new rate is unaffordable, 
they will be able to refinance the loan.
A lender or broker provides an interest-only or 
balloon payment loan to a borrower without 
making clear that, even with timely payments, the 
loan will not be fully repaid.  Instead, a 
large payment will be required to pay 
off the loan, possibly in a lump sum.
A lender or broker steers a borrower 
that qualifies for a conventional loan 
into a more expensive sub-prime loan.

OWN A 
HOME?
consolidate  
your debts!

Re-Fi 
FoR  

cash$

adviCe for HoMeowners:

Know your credit score and ask a lender if you  !
qualify for a prime rate loan.

Do not ignore your lender’s letters or calls. Inform  !
your lender that you are willing to do whatever is 
necessary to keep your house. 

Be wary of anyone who calls, mails you, knocks on  !
your door or posts a sign in your neighborhood 
offering to rescue you from foreclosure, get you 
immediate cash, or get you out of debt.

Hire your own home inspector.  !
Never sign anything under pressure. Ask questions.  !
Take the time to read everything. Find your own 
lawyer or take your loan agreement to a HUD 
approved housing counselor before you sign.

Be very suspicious of offers to buy your home and  !
sell or rent it back to you.

Don’t stop making mortgage payments. Never  !
make mortgage payments to anyone other than 
your lender or loan servicer.

Watch out for a home-sale contract in which you  !
are not released from responsibility for paying off 
your mortgage. 

Don’t sign anything that has blank lines, blank spaces  !
or blank pages; information or forged signatures 
can be added later without your knowledge or 
consent.

Be honest.  Don’t ever lie about your income or debt  !
on a loan application.


