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Session Objectives 
• Provide history and background of the Federal Housing 

Administration Mortgage Insurance Program 
• Discuss the role of the Office of Inspector General 
• Detail the impact of mortgage fraud on borrowers and 

communities 
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Inspector General Act 
• Enacted in October 1978 
• Created Inspectors General in 12 of the 

largest Federal agencies 
• Currently authorizes IGs in more than 50 

agencies 
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HUD-OIG MISSION 
• Prevent and detect fraud, waste, and abuse 
• Promote integrity, efficiency and effectiveness 

in HUD programs and operations 
• Seek administrative sanctions, civil, and/or 

criminal prosecution 
• Independent and objective reporting to the 

Secretary and Congress 
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What is the Federal Housing 
Administration (FHA)?  

• The FHA is a wholly-owned government 
corporation created by Congress in 1934. 

• The FHA was consolidated into HUD in 1965. 
• FHA provides mortgage insurance on loans 

made by FHA-approved lenders.  
• It is the largest mortgage insurer in the world. 
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Ups and Downs of FHA 
• In the early 90s, FHA had about 15% of the home 

purchase mortgage market. 
• Through the 90s FHA lost business to the sub-prime.   
• By 2006 FHA market share was a marginal 3% -- and 

dropping. 
• People asked if we still needed the FHA.   
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The Perfect Storm    
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Mortgage Crisis 
• FHA was left as the only game in town. 
• Market conditions, new products, and a 

Congressionally-mandated expanded role caused a 
resurgence in FHA’s market share. 

• Mortgage limits raised to $729,750. 
• Now about 35% market share  
• In some markets, FHA loans constitute about 70% 

of the new loan market.  
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FHA’s Resurgence 
• Today, FHA insures 7.636 Million Mortgages 

– Totaling $1.1 Trillion  

• More than 75% of first-time homebuyers 
• Nearly 1/3 minority households 
• Nearly 1/4 of all refinances 
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Negative Trends 
• 284,196 claims paid in FY 2012 

– 102,236 Conveyances 

• 100,000 REO Sales 
• 9.6% of FHA Loans are seriously delinquent 

(739,000 loans) 
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FHA’s Impact on HUD-OIG 
• Realignment of investigative 

priorities: 
• Single Family investigations 

are an investigative priority 
• Established nationwide 

mortgage fraud initiatives 
• Special Agents participate in 

numerous task forces and 
working groups 
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Financial Fraud Enforcement Task Force 
(FFETF) 

• Created by President Obama in 
November 2009 

• HUD-OIG is co-chair of Mortgage 
Fraud Working Group 
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      Mortgage Fraud Summits 

Miami, FL 
Phoenix, AZ 
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National Mortgage Fraud Team 
• FBI/HUD-OIG/USSS/FinCEN 
• Establish Multi-Agency Regional Task Forces and 

Working Groups 
• Bring HUD FHA data, FBI Intel data, and FinCEN data 

together 
• Identify trends and provide analysis 
• Create target packages 
• Provide field support 
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SMART 
Suspicious  
Mortgage  
Activity  
Review  
Targeting 

• Combine FinCEN BSA 
Data 
– Mortgage Fraud SARs 

• HUD-OIG Data 
– SFDW 

• Analyze FHA-Related 
Mortgage Fraud SARs 
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Trends 
• False statements 
• Rescue schemes 
• Flopping 
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Forward Mortgage 
Crimes Continue 
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ABC News Report 
Loan Modification Scams Target Desperate 
Homeowners - YouTube 24 

http://www.youtube.com/watch?v=DyG0LP2jklI&feature=related
http://www.youtube.com/watch?v=DyG0LP2jklI&feature=related


Common Loan Modification Scams 
• Phony Counseling or Foreclosure Rescue Schemes 
• Fake Government Modification Programs 
• Forensic Loan Audits 
• Mass Joinder Lawsuits 
• Bait & Switch 
• Rent to Own or Leaseback Schemes 
• Short Sale Scams 
• Bankruptcy to Avoid Foreclosure 
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Mortgage Forensics 
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Property Flipping/Flopping 
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Flopping 
• Short sales up 33% over last 

year 
• FBI and Freddie Mac have 

warned that flopping may 
be on the rise  

• HAFA  
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  REO Property Thefts 

http://www.wmctv.com/story/14233885/the-investigators-dirty-
deeds?autoStart=true&topVideoCatNo=default&clipId=6894683 
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http://www.wmctv.com/story/14233885/the-investigators-dirty-deeds?autoStart=true&topVideoCatNo=default&clipId=6894683


For More Information 
National Crime Prevention Council 
2001 Jefferson Davis Highway Suite 901  
Arlington, VA 22202  
202-466-6272 
www.ncpc.org HUD-OIG  

451 7th Street, SW  
Washington, DC 20410  

Hotline: 1-800-347-3735 
www.hudoig.gov 
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Don’t Forget… 

Take the time to visit 
the Exhibition Hall and 

Resource Center!   
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