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mortgage lender taking a loan application fee, which must comport
further with the laws of the Commissioner of Banks.” Moreover, the
regulation aims to stop “phantom help,” as it states that no
advertisement or offer of foreclosure-related service may be made
without “disclosing clearly and conspicuously, (i) the precise goods
and/or services offered . .. and (i1) a precise description of how the
promoter will assist persons in avoiding or delaying foreclosure . . ..”
Massachusetts” foreclosure rescue regulations may be
considered by some to be a drastic and unnecessary measure.'*
However, the Attorney General and her staff stand by their decision
and consider the ban the most effective means to deal with a serious
fraudulent crime.'”" While many consumer protection laws Provide
recourse for victims of fraud, fraud is often difficult to prove.'®* The
Massachusetts regulation dispenses with the need to prove intent to
defraud consumers by simply banning any foreclosure rescuer
operating for profit.'”> Further, representatives from the Attorney
General’s office found that for-profit foreclosure rescue transactions
were never successful and only added to homeowners’ hardships.'**
Since the regulation passed, Massachusetts confirmed the
effects of the foreclosure crisis and the fraudulent practices that led to
and exacerbated it.'” Public hearings were held in several cities such
as Brockton, Worcester, Springfield, and Boston.'”  Homeowners
spoke of their personal experiences, and various professionals, public
officials and representatives from legal services and housing
organizations offered comments regarding the crisis.'”” The findings
of the public hearings showed that strong regulations, such as the ban
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on foreclosure rescue transactions, were indeed necessary and crucial
to stabilizing Massachusetts” communities.'*®

Massachusetts has taken action in more ways than simply
passing foreclosure rescue legislation.'”  To ensure that the
foreclosure crisis is slowed, Massachusetts has passed regulations
extending foreclosure proceedings to allow homeowners more time to
reinstate and redeem their mortgages.''’ Additionally, the Attorney
General’s office has established the Pro Bono Foreclosure Assistance
Hotline and other resources for individuals facing foreclosure so that
they may receive prompt and genuine guidance.''' Massachusetts
has also urged mortgage lenders to renegotiate with homeowners and
offer workouts to avoid foreclosure.''? Further, the state established
a $250 million fund to aid victims of fraudulent lending and
foreclosure practices in the state. 3 Moreover, in January 2008,
Massachusetts issued further regulations seeking to prevent
fraudulent practices by brokers and lenders to ensure that
homeowners are not coerced into entering mortgage agreements that
are destined to fail.'"*

Massachusetts’ foreclosure rescue transaction ban has stirred
up debate and opposmon from investors who participate in
foreclosure purchasing.'’> The National Association of Responsible
Home Rebuilders and Investors expressed fear that bans such as the
one Massachusetts has enacted will become the typical method of
dealing with foreclosure rescue fraud.''® In response, the group has

"% See id. at 15-22.

19 ANNUAL REPORT, supra note 66, at 18.
10 Srate Strategies, supra note 80, at 17.
"1 ANNUAL REPORT, supra note 66, at 18.
"2 1d. at 16.

" 1d at17.

" Press Release, Attorney General Martha Coakley Files Final Mortgage
Regulations; Issues Guidance to the Industry, COMMONWEALTH OF MASS. OFF.
ATT’Y GEN. (Dec. 18, 2007), available at http://www.mass.gov/
?pagelD=pressreleases&agld=Cago&prModName=cagopressrelease&prFile=2007
_ 12 18 mortgage regs.xml.

15 See Grant, supra note 100.
116 Id



Matthews P477.doc 6/13/2008 6:28 PM

492 Loyola Consumer Law Review [Vol. 20:4

lobbied in states where consumer protection laws are being examined
and could soon include regulations for foreclosure rescue fraud.'"’

Despite these objections, Massachusetts had the best interests
of consumers in mind in attempting to reduce the number of
foreclosures in the state.''® Foreclosure does not only affect the
individual consumer in default on his loan.'"” The crisis affects
whole communities, local economies and even crime rates.'”® When
several homes face foreclosure in one neighborhood, reports show
that surrounding home prices drop and communities become less
desirable and more unstable.'”' Therefore, states like Massachusetts
have an incentive to lay heavy regulations and enact bans on
fraudulent practices that lead to foreclosure.

VII. Conclusion

States should care about practices that increase the rate of
foreclosures and should pass laws that deter and punish fraudulent
lending and foreclosure rescue activity.'”  Massachusetts has
become the first state to take foreclosure rescue regulation one step
further by enacting a complete ban on any for-profit foreclosure
rescue transaction.'”>  As discussed throughout this article,
consumers have no use for rescue companies and individuals who
stand to make a profit by deceiving and stripping them of their home
equity.'?*

While states have passed laws addressing fraudulent
foreclosure consulting and purchasing, the loopholes and exemptions
in many statues allow deceptive practices to continue. Foreclosure is
a devastating result for homeowners, families, communities, local
economies and even the banks and lenders involved. Massachusetts’
foreclosure rescue legislation is the most effective measure in
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deterring fraudulent practices that lead to foreclosure. Therefore,
more states should follow Massachusetts’ lead in providing the
strongest and most comprehensive consumer protection available.



