IN THE MATTER OF: BEFORE THE COMMISSIONER OF
MELROSE LEGAL SERVICES and FINANCIAL REGULATION

DUSTIN RANDALL MENDOZA,

OAH No. DLR-CFR-76-19-12867

RESPONDENTS
CFR: CFR-FY2019-07

PROPOSED FINAL ORDER

The Proposed Decision (“Proposed Decision”) of the Administrative Law Judge (the
"ALIJ"), issued on September 11, 2019 in the above captioned case, having been received, read
and considered, it is, by the Commissioner of Financial Regulation (the "Commissioner") this ﬁ "

of November, 2019 ORDERED,

A. That the charge for allegedly violating 12 C.F.R. §1015.3(b)(8) for
misrepresenting, expressly or by Vimplication that the consumer will receive legal representation
(see CFR #3) is hereby dismissed without prejudice for failure to name Carl Bennett, Hardship
Counselor (“Bennett”) as a respondent, and failure to submit evidence that Bennett was acting as

an agent of Respondents.

B. That the Findings of Fact (“FF”) in the Proposed Decision be, and hereby are,

ADOPTED except as AMENDED below:
1. FF 5, FF 6, FF 7 are deleted in their entirety; and
2. FF 12 and FF 13 are deleted in their entirety.

€. That the following additional finding of fact is ADOPTED:



Respondents deposited the Consumer’s check on June 21, 2018 (CFR #5).

D. That pursuant to § 10-220(d) of the State Government Article, Annotated Code of
Maryland, the Commissioner finds that the above-stated Findings of Fact in the Proposed

Decision are MODIFIED for the following reasons:

1. FF 5, FF6, and FF7 are deleted because they are emails from Bennett who
was not named as a respondent and no evidence was presented that Bennett was an agent of

Respondents;

2. ‘FF 12 is deleted because based on the Consumer’s festimony, she sent an
unsigned agreement to Respondents. Accordingly, there was no agreement between the

Consumer and Respondents;

4, FF 13 is deleted because the no evidence was presented that the Consumer

made a demand on Respondents to return her money.

D. That the Conclusions of Law in the Proposed Decision {Discussion) be, and

hereby are, ADOPTED except as "AMENDED below:

1. The ALJ’s discussion in the second and third sentences in the second

paragraph on page 10 is deleted.

2. The ALJ’s discussion beginning with the second sentence in the last

paragraph on page 10, continuing to the end of the first full paragraph on page 12 is deleted,

3. The ALJ’s discussion in the third paragraph on page 12 is deleted in its

entirety.



E. Pursuant to § 10-220(d) of the State Gov. Art., Ann. Code of Md. the
Commissioner finds that the above described Conclusions of Law of the ALJ had to be modified
because the ALJ considered facts that involved Bennett, who was not named as a Respondent,
and an unsubstantiated fact that Bennett was an agent of Respondents, and are therefore not

relevant to the violations alleged to have been committed by Respondents,
F. Penalties and Restitution,

After having considered the factors under Md. Code Ann., Fin, Inst. §2-115(c),
and determined that: (1) the violation are serious, (2) Respondents’ cond_}_lct showed the absence
of good faith, (3) Respondents’ actions had deleterious effect on the public and the industry, and
(4) the Commuissioner does not have any information regarding Respondents’ history of previous
violations or assets, the civil penalties in the Proposed Deéiéion be, and hereby are ADOPTED
except as AMENDED by reducing the civil pena__l_ty’ by $1,000 from $6,000 to $5,000 based on
the failure to name Bennett as a Respondent, and no evidence that the Respondents made the
misrepresentation that the Consumer would receive legal representation.

(1) Respondents shall pay the Commissioner, by cashier’s check or certified
check made payable to the “Commissioner of Financial Regulation,” the amount of $5,000.00, in

penalties, within twenty (20) days from the date of this Proposed Final Order;

(2) Respondents shall pay restitution to Consumer A in the amount of $800.00,
Respondents shall make payment by mailing to Consumer A a check in the amount ;)f $800.00
specified therein via First Class Mail, postage prepaid, at the most recent address of the
Consumer known to the Respondents. If mailing is returned as nondeliverable, Respondents
shall promptly notify the Commissioner in writing for further instruction as to the means of

making said payment. Upon making the required payment, Respondents shall furnish a copy of
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the front and back of the cancelled check for the payment to the Commissioner as evidence of

having made payment, within sixty (60) days of the date of this Proposed Final Order;

G. Respondents shall immediately CEASE AND DESIST from all engaging in any
further mortgage assistance relief services in the State of Maryland;

H. Respondents shall send all correspondence, notices, civil penalties, and other
required submissions to the Commissioner at the following address: Commissioner of Financial
Regulation, 500 N. Calvert Street, Suite 402, Baltimore, MD 21202, Attention: Proceedings

Administrator; and

L. The records and publications of the Commissioner reflect the Proposed Final

Order.

Pursuant to COMAR 09.01.03.09, Respondents have the right to file exceptions to the
Proposed Final Order and present arguments to the Commissioner. Respondents have twenty
(20) days from the postmark date of this Proposed Final Order to file exceptions with the
Commissioner. COMAR 09.01.03.09A(1). Unless written exceptions are filed within the
twenty (20)-day deadline noted above, this Order shall be deemed to be the final decision of the
Commissioner and subject to judicial review pursuant to SG § 10-222,

Respondents may have the right to file a petition for judicial review; however, the filing

of a petition for judicial review does not automatically stay the enforcement of this order.

MARYLAND COMMISSIONER OF
FINANCIAL REGULATI(S

N
e Mt 1,219 . Uunef2 C%,\

Antonio P. Salazar
Commissioner of Financial Regulation
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‘The CFR offered the following exhibits which were admitted as evidence:

CFR #1 — Califotnia Secretary of State Business Search

CFR #2 — Notice of Hearing, May 7, 2019

CFR #3 — Statement of Charges and Order for Hearing, April 16, 2019

CFR #4‘-— Service Fee Agreement, June 8, 2019

CFR #5 — Check made payable to Melrose Legal Sel'Qices in the amount of $800.00, June,
20,2018 " |

CFR #6 ~ Complaint o R vy 15, 2018

| CFR #7 — Email correspondence 1‘eceived-by_ from Respondents, June 18 and

June 19,2018

CFR #8 CF R Enforcement Unit Report, October 29, 2018
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PROPOSED DECISION

STATEMENT OF THE CASE
ISSUES ’
SUMMARY OF THE EVIDENCE
FINDINGS OF FACT
DISCUSSION
CONCLUSIONS OF LAW
RECOMMENDED:ORDER

STATEMENT OF THE CASE,

On or about April 16, 2019, the Deputy Commissioner of the Office of Comniissioner of

Financial Regulation (CER) issued a Statement of Charges against Melrose Legal Services

(Respondent Melrose) and Dustin Randall Mendoza (Respondent Mendoza) alleging that they

violated various brovisions of the Réal Property Artic}e_ of the Annotated Code of Maryland,
specifically scotions 7-501 through 7-511 (Maryland Mottgage Assistance Relief Services Act,
or MARS) related to loan modiﬂcétion services and mortgage assistance relief service activities,!
The Sfatcmeﬁt of Charges further assert'gd that the'CFR may enforce these pr.ovision‘s by -
iss_uing an order requiring the Respondents fo cease and desist from the{se violations and further
similar violations, andlrcquiring affirmative action to com;ect the violafl;i'ons. In addition, the

Statement of Charges further stated that the CFR may impose a civil monetary penalty up fo the

! Unless otherwise noted, all references to the Real Property Article are to the 2015 Replacement Volume and 2018
Supplement. e




maximum amount of $1,000,00 for the first violation and up to the maximyum amount of
$5,000.00 for each subsequeﬁt' violation.

On April 18, 2019, the CFR referred this case té the Office of Administrative Heatings
(OAH), delegating to OAH the authority to conduct & hearing and to issue proposed findings of
fact, proposed conclusions of law, and a recommended order to detetinine whethér, and to what |
extent, various authorized remedies and sanctions might be appropriaté.

On May 7, 2019, the OAH issued heating notices to the parties at their respective
addresses of recotd. On Tune 27, 2019, 1 convened a hearing at the OAH. Fin. Inst. § 2-115(a)
(2011).2 Sophie Askie, Assistant Attorney General, represented the CFR. Neither the
Respondenté nor anyone on their behalf appeated for the hearing. I proceeded in the
Respondents’.abscnce. Md, Code Ann., State Gov’t §10-208(b)(6); Code of Maryland-
Regulations (COMAR) 28.02.01.23. '

" The contested case provisions of the Administrative Procedure Act, the h'earing
tregulations of the Departrﬁent of Laﬁor (DOL),'and bAH’s Rules of Procedute gbvern the
procedures in this case, Md. Code Ann., State Gnv’t §§ 10-201 through 10-226 (2014 & Supp.
2018); COMAR 09.01.03; 28.02.01. |

ISSUES

1. ~ Did the Respondents engage in the following conduct, in violation of the Code of
. . | .

Fedetal Regulations (C.F.R.) and MARS:

a. Misrepresenting, exptessly or by implication, any material aspect of any mortgage

assistance relief service, including but not limited to that a mortgage relief service is

2 Unless otherwise noted, all references to the Financial Institutions Article ate to the 2011 Replacement Volume
and 2018 Supplement. '
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affiliated with, endorsed or approved by, or otherwise associated with the United States
government or any governmental. homeownér assistance plan;>

b. Misrepresenting, expressly or byimplication; any material aspect of any mortgage
assistance relief service, including but not limited to that the mortgage assistance relief
provider has completed the represented services or has a right to claim, _derhand, charge,

collect, or receive payment or other consideration;*

C. Mistepresenting, expressly or by implcation, that the consumer will recéive 1egal
representation;’
d. Failing to place the following statements in every general commercial

'commu'nica‘\tion for any mortgage relief service in a clear and prominent manner preceded
by the heading “IMPORTANT NOTICE” in a bold face font that is two point-type larger
the font size of the required disclosures: |

. “(Name of Compgny) is not-associated with the govérnmen’c, and our service is
not approved by the government ot your lender,”; and

* “Bven if you accept this offer and use our sérvice, your lender may not agree o
change your loan.”

e " Failing to disclose the following information in every,cbnsumer»spegiﬁc
commereial communication for_e-my-mol'tgage assistance 1'elief service in a clear and
prominent mam{er, preceded by the heading “IMPORTANT NOTICE" in a bold face
font that is two point-type larger the font size of the required disclosm'es;

. “You may stop doing business with us at any time. You may accept or reject the

offer of motfgage assistance we obtain from your lender [or servicer], If ybu reject the

}12CFR. § 1015.3()(3).
412 C.FR. § 1015.3(b)X7).
512 C.RR. § 1015.3(b)(8).
612 CF.R § 1015.4(a).




_offet, you do not have to pay us. If you accept the offex, you will have to pay us (insert

amount or method for calculating the amount) for éur services.”;

) “(Name of company) is not associated with the governument, and our service is not

approved by the goveinment or yout fender.”; and

¢ “Bven if you accept this offer and use our service, your lender may not agree to

change your loan.”

£ Receiving payment before the consumer has executed a written agreement with
his or her loan holder or servicer;®

£ Failing to disclose, at the tiﬁle the mortgage assistance relief service provider
furnishes the consumer with the writtex; agteement specified in parégraph (a) of this
§ectiqn, the following information; “This is an offer of mortgage assistance we obtained -
from jrour lender [or servicer]. You may accept o1 rejéct the offer[,]?°

2. - What, if any, sanctions should be imposed?

3. Did the Respondents engage in the following conduct, in violation of the Code
of Federal Regulations (C.F.R.) and MARS?

a. Misrepresenting, expressly or by implication, any material aspect of any
mottgage assistance relief service, including but not limited to that a mortgage
telief service is affiliated with, endorsed or approved by, or otherwise associated
with H}w United States government or any governmental homeowner assistance
plans™®

b. Misrepresenting, expressly or by implication, any material aspect-of any
mortgage assistance relief service, including but not limited to that the mortgage
assistance relief provider has completed the represented services or has a rlght o .
claim, demand, charge, collect, or receive payment or other consideration;!

c. Misrepresenting, exp1essly or by implication, that the consumer will
receive legal representation;

712 C.E.R. § 1015.4(b).
812 C.FR. § 1015.5()
912 CFR. § 1015.5(). -
1019 CF.R. § 1015.3(0)(3).
112 CF.R. § 1015.3(b)(7).
219 CRR. § 1015.3(0)(8).



d. ~  Failing to place the following statements in every general commercial
communication for any mortgage relief service in a clear and prominent manner
preceded by the heading “IMPORTANT NOTICE” in a bold face font that is two
point-type larger the font size of the required disclosures:
J “(Name of Company) is not associated with the government, and
our service is not approved by the government ot your lender.; and
. “Bven if you accept this offer and use our scmce, your lendex may
hot agree to change your loan,”!?

e Failing to disclose the following information in every consu1ne1~speclﬁc
commneteial communication for any mortgage assistance relief service in a clear .
and prominent manner, preceded by the heading “IMPORTANT NOTICE” ina
bold face font that is two point-type larger the font size of the required
disclosures:

e “You may stop doing business with us at any time, You may
accept ot reject the offer of mortgage assistance we obtain from your
lender [or servicer], If you reject the offer, you do not have to pay us. If
you accept the offer, you will have to pay s (insert amount or method for
calculating the amount) for our services.”; ~ -

. “(Name of company) is not associated with the government, and
our setvice is not approved by the government or your lender.”; and

. “BEven if you accept this offer and use our service, yom lender may
not agree to change your Joan,”"

£ Receiving payment before the consumel has executed a written agxeement
with his or her loan holder or servicer;'
g Failing to disclose, at the time the mortpape assistance relief service

provider furnishes the consumer with the wrilten agréement spe(nﬁed in
paragraph (a) of this section, the following information: “This is an offer of
motrtgage assistance we obtained from your lender [or setvicer]. You may accept
or 1eject the offer], ]"?‘6

4, What if any, sanetions should be imposed?

SUMMARY OF THE EVIDENCT,

- T he CFR offered the following exﬁiﬁité which wel;e admitted as evidence:
| CFR #I Callfmma Secretary of State Business Seaich |
CFR #2 — Notice of Hearing, May 7, 2019 |

CFR #3 — Statement of Charges and Order for Hearing, April 16,2019

312 C.RR. § 1015.4(a).
M {2 CFR§ 1015.4(B).
15 3 C.ER, § 1015.5(a).
15 {2 C.FR. § 1015.5(b).




CFR #4 — Service Fee Agreement, June 8, 2010

" CFR #5 — Check made payable to Melrose Legal Services in the amount of $800.00, June

20,2018

CFR #6 — Complaint of | IR, Tuly 15, 2018

CFR #7 — Email correspondence received by IS ©:om Respondents, June 18 and

Tune 19, 2018

CFR #8 — CFR Enforcement Unit Report, October 29, 2018

Testimbnx

The following witnesses testified on behalf of the CFR:
- Zenaida Valez—DQrsey, Financial Fraud Investigator;

I Co:sumet
'FINDINGS OF FACT

1 {ind the following facts by a preponderance of the evidence:

Respondent Melrose was established as a corporation in California in Ootobér 2017. Tl*;e
: address for its designated Cafifomia office was 12041 Cole St.reet, Apt. 1, Garden Grove,
California, 92841.

The Respondent Meh"ose operates ;)ut of the principal business address 5062 Lankeshin
Blvd. ];\Io. 602, Notth Hollywood, California. | -

Respondent Menddza waé identified as the Chief Executive Officer, Secretary and Chief

Financial Officer for the Respondent Melrose.

In Fune 2015 | (C o 1summer), a resident of [ R v-s

interested in obtaining a modification of her existing home loan with PHH Home Loans,

LILC. The Consumer was not yet in default on her mortgage paymeﬁts.



10.

The Consumer located the Respondents through an internet search, The Consumer’s

initial contact with the Respondents was over the telephone,

The Consumer received a June 18,2018 email from the Respondents’ agent regardibg
assistance with modification of her existing home loan with PHH Mortgage. According
to the email, if the Consﬁmcr is ﬁegoﬁating with the lender with lcgai representation, the
fﬁl‘eclosure process must be suspended or halt-ed until the parties reach a mutual
i‘csqlution. The Respondent’s migreprésent that the cessation of the foreclosute process is
mandated by a federél “dual tracking” law. A federal dual tracking law does not exist,
The June 18, 2018 email from the Respondents to the Consumer represented that f_‘oﬁr

legal steps would be taken by the Respondents on behalf of the Consumet to testructure

the loan. The alleged steps consisted of a federal regulatory complaint, legal demand

" letter, legal draft complaint and cease and desist,

On June 18, 201 8, the Respondent Melrose emailed to the Consumer a Service Fee
Agreement (Agreement), dated June 18, 2018, This form included a coniractual
agreemenf that the Consumet would pay Respondent Melrose a non-refundable flat fee of

$4,000.00, to be paid in five monthly instaliments at $800,00, The Respondent Melrose

. instructed the Consumer to send the $4,000.00 fee by five postdated checks via Fed-ex

shipping using the provided pre-paid postage label,

In a June 19, 2018 email from the Respondent Melrose to the Consumer, the Respondent

instructed the Consumer to ignore all further contact from the Consumer’s lender.

On or about June 20, 2018, the Consumer submitted the unsigned Agreement and a

check made payable to the Respondent Melrose in the amount of $800.00,




11.  The scope of services coveted by the Agreement consisted of the following:

. Draftin-g of Rederal Reserve Consumer Complaint against the Lender;
s Propeily filling out forms and docuinents; and

¢ Working with the client to help them achieve resolution with their fendet,
12.  The Respondeit failed to perform any setvices on behalf of the Consumer.
13.  The Respondent failed to return any monies to the Consune,

- DISCUSSION

Nofice

The Respondent failed to appear at the hearing. CFR’s Financial Fraud investigator
testified regarding the steps taken to locate the Respondents. Ms. Valei~qusey testified that
her search with the Matyland Department of Assessment and Taxation established that tlie
business we{s not registered in Maryland. She performed a Google searc}l’g and discovered that the |
Better Business Bureau listed the business as closed. Upon further inveétigaﬁon, however, she -
determined that the business was not closed but had changed its business address, The
Consumer provided the CFR with the address of the Respondents as 5062 Lank_ershin Blvd,; No,
602, North Hollywood, Califortiia 91601, The Lanketshin address provided by the Consumer
was a mailbox business and not an actual business locati.on in Hollywood, California. A
bus,_iness-search through the California Secretary of State reflected Respondents” business
address of 12041 Cole Street, Apt.il, Garden Grove, California 92841, Ms. Valez Dorsey’s
further reseatch uncovered that Dustin Randall Mendoza was the ownet/agent of the business
la'md his listed address was 2145 W. Ontario Avenue, Co‘rona, California 92882, .

The CFR presented evidence that the Notice of Helaring was sent to the Lankershin Blvd,

Cole Street and Ontario Avenue addresses. The Notices were sent both to Respondent Melrose

Legal Services and Dustin Randall Mendoza,



A certified mail retusn receipt cared for the Notice sent fo the Ontario Avenue
address was returned to OAH with the notation that the forwarding time had expired, A
. certified mail receipt card for the Cole Street address was returned to OAH as

“unclaimed.” The certified mail receipt cards for the Notices sent to the Lankershin -

Blyd. address were returned to OAH with the notations “Vacant” and “Unable to

" Forward,”

1 am satisfied that every effori was made to pl;ovide the ReSpdncients with notice of the
hearing, Therefore, I proceeded With the hear_ing in the absence of the Respondents, COMAR.
28.02.01 23, | |
Violations

On Au.gust 8, 2018, the CFR received a complaint from the Consuriier that in June 2018
siae contacted the Respondents regarding loan modification services, Thé Consumer étated that
-she entered into a service agreem.ent with the Respondents which demanded she pay an-upfront :
fee of $800.00 and four aclditiongl installment pa}ments of $800.00 per month for a total of
$4,000.00. The Consumer sent the Res_pbndents one check in th(;, amount of $800.00, bu£ did not
receive any loan modificdtion sgrvices t.‘rom the Respondents, The Respondents did not refund
the Consumer $800.00,

As a result of the complaint, the CFR launched an invesﬁgafion into the Respondents’
_actions. According to the CFR, that investigation revealed that the Respondents fnade false
1'ep_rf‘:sent.ation.s, impr()}'aerly collected an upfront fee, failed to make required disclosures, and
failed fo provide promised services. The Commissioner alleges that the Respondents actions
associated with the Consumer violated MA'RS.. Section 7-502 of MARS provides:

A mmtgage assistance relief sewice pr ovider providing mortgage assistance relief

service in connection with a dwelling in the State that does not comply with 12

C.E.R.§§ 1015.1 through 105.11 and any subsequent revision of those regulations

isin vnola‘aon of the subtitle,
9




L]

The CFR piied the Respondents for vi.oiating C.I"*'.R. § 1015.3, which prohibits certain
representations, Specifically; CFR charges the Respondents with violating § 10.1 5.3(b) which
prohibits the Respondents from mistepresenting the following:

(3)  That a mortgage assistance i‘elie.f service is affiliated with,

endorsed or approved by, or otherwise associated with:

(1)  'The United States government, .
()  Any governmental homeowner assistance plan,

(7)  That the mortgage assistance relief service provider has completed
the represented services or has a right to cldim, demand, charge, collect, or
receive payment or other consideration].]

(8) " The consumer will receive legal representationl.]

In support of its case, the CFR presented testimony from tﬁe Consumér. According to the
Consumer, in 2018 she had difficulty making her mortgage pa‘yments but her home was not yet
in foreclosure. She teétiﬁed that she found the Respondents through an internet search, The
Respondents’ advertised mortgage assistance services sounded lik«: something from which she .
could benefit. The Consumer initially ci)rﬁacted the Respondents by teleﬁhone and 'subsequent to
her phone conversation, she only communicated with the Respondents by email.

- The CFR offered into evidence the email exchanées between the Consumer and the
Respondents. The first email exchange is dat.ed June 15, 2018 and is between the Consumer and
Catl Bennett, Iiél’dship Counéelor, Free Information Organization. The email stated that he is
following ﬁp on his conversation with the Consumer and he stated that he was éeal'ching fora
“legal team’ ';:vh_i‘ch has a program that will focus on reducing [her] mortgage payment based on
government guidelines.,” (CFR Ex. 7). A second email from M, Bennett to the Consumer,
dated June 18, 2018, stated that he would have a program métch for the Consumer within

twenty-four hours. Later in the day, the Consumer received a third email from Mr, Bennett,



This email informed the Consumer that his organization has over 300 legal service providers
built into its professional network across the nation and based on the R-espondents’ expetience
dealing specifically with the Consumer’s tender, he recommended tﬁat the Consumer use the |
Respondents® services. (CFR Ex. 7).

Mr..Bennett, who held himself out to the Consumer as a hatdship counselor with the
Free Information Organizati.on, disseminated to the Consumer the information regarding the
services the Reéponde;nts would provide to her. Although the CFR provided no explanation as to

Mr. Bennett’s connection with the Respondents, it is reasonable to infer that Mr. Bennett was an

~ agent of the Respondents and acting on behalf of the Respondents in connection with the

Consumer, Mr, Bexmett s Juue 18, 2018 email fo the Consumet supports this inference, The
email made very specific representations regai‘ding the Respondents® qualifications, experience
and services, Furthermore, the Respondent Melrose’s June 19, 2018 email to the Consumer

instructed the 'Cons_umer to directly contact Mr. Bennett with any additional questions she may

" have regarding the Respondents’ mortgage assistance setvices, Additionally, Mr, Bennett -

forwarded to the Consumer the Agreement as well as the envelope and pre-paid return shipping
label, |

Mr, Bénnett’s June 18, 2018 email touted the Respondents’ qualifications am;'i
achievements in assisting home owners obiain “new 1oa1;$’5 that “lower the monthly payﬁent,”
“Jower the Interest rate,” “pring all late payments to current” as w.eli as “reduce principal,” The
email firther misrepresented that tﬁe Respondents loan modification services were performed in

accordance with the federal “dual tracking” law that “was signed by President Obama and

- became effective January 10, 2014, (CFR Ex. 7). According to the Respondents, the “dual

tracking” law “stietly limits the ability of lenders to foreclose & home while negotiating a new
loan with legal representation.” The Respi)ndents further misrepresented that the Consumer’s
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home was “in a ‘Fulk Lega:l Protection’ under the ‘Dual Tracking’ law during the 5 months of
contiﬁuous interaction with the lender fieezing any alctivity on a foreclosure or sale while the
case is being legally negotiated with the lender’s executives iﬁ the legal departinent.” (CFR Ex.,
»

The Respondents’ statements regarding its provision of loan restructuring serviges in
conjunction with a non-existing federal “duai tracking law” misrezln'esc_:nted to the Consumer that
the.Responden’gs’ loan modification services are approved by ot assécia_tcd with tﬁe u.s.
govetnment, which is a violation of C.E.R § 1015.3(b)(3).

‘ The Respondents also violated C.F.R § 1015.3(b)(7) when the Respondents repres-ented
to-the Consumer that they had the right to collect an $800,00 fee uplﬁ'ont in order to begin the |
loan modification process. |

The last provisioh of C.F.R § 1015.3 violated by fhe Respondents is contained in
subsecfion (b)(8)-of the regulation, The Respondents represented to the Consumer that thel
Respondents would provide her with legal sefvices, The Respondents’ June 18, 2018 email
sl'aelled out the four specifi_c légal steps the Respcndeynat-s'f would take'tov‘mrd achieving a
- restiuctuted loan for the Con'sﬁme;r. These steps were a federal regulatory complaint, a legal
demand letter, draft & legal complaint, and cease and desist. The Constumer did not teceive any
. legal services from the Respondent and there is nothing in the record to even suggest that thé
Respondents were qualified to provide the Consumer with a;ny legal services.

The CFR contends that the Respondents’ Agreement with the Consumer also violated the
disclosure requirements of C.F.R. § 1015.4, Putsuant to the regulations, a mortgage assistance
relief service provider is required to make certain cc-mspicuous d.isclosures in its “commetrcial
corﬁmunications” with a consumer. A “commercial commuﬁication” is-“any written ot oral

statement, illustration, or depiction , . . that is designed to effect a sale or create interest in

12



purchasing any service, plan, or program ., ..” 12 C.F.R, §1015.2, Promotional matetials and
web pages are included in the term. /.

A “commercial communication” can be either “general” or “consumer specific.” A
“general” commercial communication is one that occurs before the consumer and the mortgage
assistance relief service provider enter into any agreement and it is not directed at a certain
consumer. 12 C.FR, §1015.2, A “consumer specific” commetcial communication is one that
oceurs before the consumer and the mortgage assistance relief service provider enter into any‘
agreement and it is directed at a certain consumet. 12 CFR, §1015.2,

Although the CFR has charged the Respondents with violating 12 C.F.R 1015.4(a), which
deals with general commercial communications, all of the evidence introduced by the CFR
indicates that the Respondents’ communications were only directed at this particular consumer.
Therefore, 1 do not find that the CFR established that the Respondents violated 12 C.F.R
1015.4(a),

The Respondent did, however, violate 12 C.F.R, 1015.4(b), which addresses consumer
specific commetcial communication and provides, in pertinent part:

(b) Disclosures in All Consumer-Specific Commercial Comnunications—TFailing
to disclose the following information in every consumer-specific commercial
communication for any mortgage assistance relief setvice:

(1)  “Youmay stop doing business with us at any time. You may

aceept or reject the offer of mortgage assistance we obtain from your

lender [or servicer]. If you reject the offer, you do not have to pay us. If

you accept the offer, you will have to pay us (insert amount or method for

calculating the amount) for our services.” For the purposes of this '

paragraph (b)(1), the amount “you will have to pay” shall consist of the

total amount the consumer must pay to putchase, receive, and vse all of

the mortgage assistance relief services that are the subject of the sales

offer, including, but not limited to, all fees and charges,

(2) “(Name of company) is not associated with the government, and

our service is not approved by the government or your lender,”
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(3)  In cases where the mortgage assistance relief provider has
represented, expressly or by implieation, that consumers will receive any
service or result set forth in paragraphs (2) through (6) of the definition of
Mottgage Assistance Relief Service in  § 1015.2, “Even if you accept this

offer and use our service, your lender may not agree to change your loan,
33

(4)  The disclosures required by this paragraph must be made in a clear
“and prominent manner, and ~ ' - A
1 In textual communications the disclosures must appear
together and be preceded by the heading “IMPORTANT
NOTICE,” which must be in bold face font that is two point-type
larger than the font size of the required disclosures; and
(it) In communications disseminated orally or through audible means,
‘wholly ot in part, the audio component of the required disclosures must be
preceded by the statement “Before using this sexrvice, consider the following
information” and, in telephone communications, must be made at the
beginning of the call.

These required disclosures are very specific, The Respondents® Agreement contains
general language that the Respondents are not associated with the government and not
“endorsed” by the lender or government. The Agreement, howevet, does not include any
provisions regarding the Consumer’s right to stop doing business with the Respondents at any
time. Nor does the Agreement include a provision that the Consumer had the right to reject any
offer received from the lender and not have to pay the Respondents, The Agreement containg a
statement that the Respon&nts did not guarantee the Lender may “help” the Consumér’s loan,

Not only were the disciosures used .by the Respondents not written in the precige terms-
required by ihie regulation, but the disclosures were not preceded by the required heading
“IMPORTANT NOTICE” in bold face font and it two point-type larger than the fonf size ;)f the

required disclosures.
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The CFR has also charged the Respondents with violation CE.R. § 1015.5, which
prohibits collection of any payments from the Consumer in advance of a written agreement
between the Consumer and the lender. The regulation provides in relevant part:

Tt is a violation of this rule for any mortgage assistance relief service provider fo:

(a) Request or receivé payment of any fee or other consideration wntil the

consumer has executed a written agreenient between the consumer and the

consumer’s dwelling loan holder or servicer incorporating the offer of mortgage
~ assistance relief the provider obtained from the consumer’s dwelling'loan holder
“or setvicer; - ' : '

. The Respondents did not inelude in their written agreement, nor did they orally

communicate to the Consumer, the following required disclosure set forth in C.F.R. § 1015.5(b):

(b) Fail to disclose, at the time the mortgage assistance relief service providex
furnishes the consumer with the written agreement specified in pavagraph (a) of
this section, the following information: “This is an offer of mortgage assistance -
we obtained from your lender [or servicer]. You may accept or reject the offer. If
you reject the offer, you do not have to pay us, If you accept the offer, you will
have to pay us [same amount as disclosed pursuant fo §1015.4(b)(1)] for owr
services,” The disclosure required by this patagraph must be made in a clearand
prominent manner, on a sepatate written page, and preceded by the heading:
“IMPORTANT NOTICE: Before buying this service, consider the following
information.” The heading must be in bold face font that is two point-type larger

" than the font size of the required disclosure;

Sanctions
As relief, the CFR seeks a civil penalty, restitution and a final cease and desist order as
provided for under Md. Code Ann,, Fin, Tnst. § 2-115(b), |
T;) determine the appropriate civil penalty for t-he Respondents’ viélatioﬁs, thf? sfatute
offers some gﬁidance. M&. Code Ann,, Fin, Inst. § 2-115(c) set foﬁh specific factors to consider |

in determining an approbriate penalty. The statute lists the following factors to be consideted:
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© (1) The seriousness of the violation;
(2) The good faith of the violator;
(3) The violator's liistory of previous violations;

(4) The deleterious effect of the violation on the public and the industry
involved;

(5) The assets of the violator; and

(6) Any other factors relevant to the determination of the financial
penalty. : ' '

Although thete was no evidence of previous violations, the foﬂowi‘ng violatio‘ns
colmmitted were serious, The Respondents told the consumer not to contact he1; lender in-
violation of 12 CFR. §1015.3(a), told her to pay them up front fees in vi'olation of 12CFR,

- $1015.3(b). In addition, the Respoﬁdents received payments for services before the statutory and
regulatory schemes allowed the receipt of fees. 12 C.E.R. §1015.5(a); and the.Respondents
failed to make the required disclosures when communidating with the consumer in violation of
12 C.F.I.{. §1015.4(c). The record contained no evidence of good faith on the part of the
Respondents. Given the setiousness of the \;ioiations, the s.ubstantial harm suffered by the

- Consumer and the absence of any good faith on the patt of the Respondents, [ find that the
CFR’s recommendation of‘the imposition of the makimum penalty of $1,000.00 for the five
violations included in the Statement of Charges and supported af the héaring is appropriate,

" Furthermore, restitution in the amount of $800.00 to the Consumer is appropriate, as is a cease

and desist order,’
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CONCLUSIONS OF LAW

Based upon the foregoing Findings of Fact and Discussion, I conclude that the CFR has
met its burdens to show that the Respondents violated Md, Code Ann,, Real Prop. §7-502 by
violating 12 C.FR. §1015.3(b)(3), (7) and (8), 12 CFR. §1015.4(b), and 12 C.F.R. §1015.5(a)
and (b) as set forth above.

I further conclude that the specific sanctions and remedies requested by the CFR ‘are
aﬁthorize_d by law and approp'riate. Md. Code Ann,, Fin. Inst. § 2-115 and Md. Code Ann., Real
Property § 7-506, | ..

RECOMMENDED ORDER

I RECOMMEND that the Cotﬁmissioner of Financial Regulation issue an ordet as
follows: | 7

ORDEkED that the record reflect that the Respondents violated the various statutes and
regulétioi:as, as further set forth above, and it is further |

ORDERI]D that within 30 days the Respondents pay to the State of Maxyland $860.00 to
be used as restitution for the Consumet, and 1’c is fur thel

ORDERED thgt within 30 days the Respondents pay to the State of Maryland $5,000.00
in penalties, and it is further | |

ORDERED that the Respondents cease,and desist en_gaging in any conduct within the
State of Maryland that violates the statutes and rules cited above, and it is further’

()RDEREI? that the records and publications of the Matyland Commissioner of
Financial Regulation reflect this der;aision. |

September 11, 2019 - - %«%QQQ\

Date Decision Issued " Geraldine A, Klauber
Administrative Law Judge

GAK/fsw
#181142
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‘The CER offered the following exhibits which '\#erc admitted as evidence:

CFR #1 — Califotnia Secretary of State Business Search

CFR #2 — Notice of Hearing, May 7, 2019

CFR #3 — Statemont of Charges and Ordet for Hearing, April 16, 2019

CFR #4 Service Fee Agreement, June 8, 2019
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CFR #6 — Complaint 0_ July 15,2018

CFR #7 — Email correspondence recetved by | R from Respondents, June 18 and

* June 19, 2018

CFR #8 — CFR Enforcement Unit Repott, October 29, 2018 |






