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Small Town Fraud?



Michael Locke

Milwaukee, Wisconsin





Wisconsin/National 
Foreclosure Trend

In 2005, Wisconsin had 5,121 foreclosures.
In 2006, Wisconsin increased to 7,572.
Year to date foreclosures for Wisconsin are 
14,231, with Milwaukee accounting for 6,917.
Nationally, foreclosures went up from 
885,000 in 2005 to 1.2 million in 2006.
According to RealtyTrack, foreclosures are 
expected to increase by 100% in 2007.



Updated BK Info.
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Wisconsin BK Trend

Between 2005 and 2006, Wisconsin 
had 49,000 bankruptcies filed in the 
state.  Of that total, 33,000 were in the 
Eastern District.



Basic Frauds

Fraudulent Appraisals
Rescue Fraud
Flipping
Equity Skimming
Equity Theft











Rescue Fraud
Distressed homeowner is approached by attorney, 
lender, investor.
The homeowner is informed that he or she will sell 
their property to an investor.  The investor will not 
make any required down payment, but will usually be 
compensated in cash for use of their name.
The homeowner will be able to remain in the property 
and pay rent to the investor.
The homeowner is informed that their equity will be 
retained in an escrow account and used within the 
next 1-2 years when it is time to repurchase the 
property from the investor.



Rescue Fraud, 
Continued

The homeowner is instructed to file 
bankruptcy, but not inform the trustee that 
their house was sold or that there was equity.
The homeowner is allowed to rent back, but 
often times at double what their original 
mortgage because of the higher appraisal.
When they can’t make payments, eviction 
proceedings start.
All previous equity has usually been 
deposited in one or more DBA or shell 
corporation accounts and is never repaid.









Housing Fraud Q & A

What is the name of your lender? Is it 
FHA, conventional, VA?
Where are your payments sent?
How did you acquire the property?
Are you the owner of record?
If you rent the property, do you lease to 
a subsidized tenant through the local 
PHA?



Summary/Conclusions
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