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Fannie Mae Warns of Borrower Employment Fraud 

On January 29, 2020, Fannie Mae issued a Mortgage Fraud Program Alert2 to mortgage lenders 
warning that 15 new, apparently fictitious employers have recently been appearing on mortgage 
applications. In 2018, Fannie Mae issued three similar alerts reporting apparently fictitious employers. 
So far, the list contains 65 potentially fictitious employers, all of which are purportedly located in 
California.  

The alert lists “red flags” for lenders to look out for when processing loan applications, including: 

 Third-party originated/broker loans 
 Originated 2015–2019 (present) 
 Employment (occupation) does not “sensibly” coincide with borrower’s profile (age or 

experience) 
 California (geographic common denominator) 
 Borrower on current job for short period of time 
 Prior borrower employment shows “Student” 
 Starting salary appears high 
 Purported employer does not exist 
 Employer’s purported location cannot be ascertained 
 Paystub templates are similar for various employers across other (involved) loan files 
 Paystubs sometimes lack typical withholdings (health, medical, 401(k), etc.) 
 Gift letters are substantial and are not (or cannot be) supported through re-verification 

The alert further suggests that lenders verify the existence of employers listed on borrower 
applications, and practice careful due diligence in the entire application process.  

Take-away. Lenders should take steps to inform and adjust the practices of their origination, 
underwriting, and processing staff to consider the risks and red flags of borrower employment fraud. 

 

1 DISCLAIMER: While the information on this page is about legal issues, it is not legal advice. This web page is designed 
for general information only. The information presented at this site should not be construed to be formal legal advice nor 
the formation of an attorney/client relationship. Moreover, due to the rapidly changing nature of the law and the reliance 
on information provided by outside sources, we make no warranty or guarantee concerning the accuracy or reliability of 
the content at this site or at other sites to which we link. 

2 A copy of the Mortgage Fraud Program Alert is available here: 
https://singlefamily.fanniemae.com/media/6186/display (last visited February 5, 2020).  



Fannie Mae’s list may only contain entities purportedly located in California, but this type of scheme 
can appear across all states.  

 

CFPB Issues Policy Statement on Compliance Aids 

On January 27, 2020, the CFPB issued published a policy statement announcing a new designation of 
CFPB guidance called “Compliance Aids.” The statement is available here,3 and is effective as of 
February 1, 2020.  

The policy statement notes that while the CFPB has provided compliance resources in the past, the 
Compliance Aids “will provide the public with greater clarity regarding the legal status and role of 
these materials.” To that end, the CFPB clarifies that unlike the CFPB’s rules and official 
interpretations, “Compliance Aids are not the ‘rules’ . . . Rather, Compliance Aids present the 
requirements of existing rule and statutes in a manner that is useful . . . and may include practical 
suggestions for how entities might choose to go about complying with those rules and statutes.”  The 
announcement does not change the status of existing compliance resources that are already in effect. 

Take-away. The Compliance Aids are not a substitute for binding rules and statutes, but wise lenders 
should consider implementing the practical suggestions in such Compliance Aids. In exercising its 
enforcement and supervisory discretion, “the Bureau does not intend to sanction, or ask a court to 
sanction, entities that reasonably rely on the Compliance Aids.” 

 

CFPB Issues Policy Statement on Abusiveness Standard 

On January 24, 2020, the CFPB issued a policy statement addressing its enforcement and supervisory 
power to regulate “abusive” acts and practices. The policy statement is available here.4 

In addition to regulating unfair and deceptive practices, the Dodd-Frank Act provided the Bureau 
with a new power to regulate abusive practices as well. This new power, however, has resulted in 
“uncertainty as to the scope and meaning of the abusiveness standard.” As a result, the stated purpose 
of the policy statement is to “provide greater clarity” on how the Bureau intends to implement and 
apply the abusiveness standard. The policy statement sets out restrictions on how the Bureau will 
pursue abusive acts and practices, including the following: 

 A Focus on Consumer Harm. The CFPB intends only to cite conduct as abusive when the harms 
to consumers from the conduct outweigh its benefits to consumers.  

 Less Dual Pleading of “Abusive” and “Unfair” or “Deceptive Acts. In enforcing abusive acts, 
the CFPB will generally avoid relying on the same facts the CFPB alleges are unfair or deceptive. 

 
3 A copy of the policy statement on Compliance Aids is available here: https://www.govinfo.gov/content/pkg/FR-
2020-01-27/pdf/2020-00648.pdf (last visited February 5, 2020). 

4 A copy of the policy statement on abusive acts and practices is available here: 
https://files.consumerfinance.gov/f/documents/cfpb_abusiveness-enforcement-policy_statement.pdf (last visited 
February 5, 2020).  



According to the CFPB, its past practice of “dual pleading” similar facts has led to confusion and 
challenges in the marketplace. The CFPB will focus on pleading “stand-alone” abusiveness 
violations in such a manner that clearly shows the nexus between the cited facts and the CFPB’s 
legal analysis of the claim. 

 Better Consequences for Good Faith Efforts to Comply. The CFPB generally does not intend 
to seek civil penalties or disgorgement for abusiveness violations if a covered person made good-
faith efforts to comply with the standard. However, the CFPB will continue seeking restitution for 
identifiable consumer injury caused by the abusive act regardless of whether a company acted in 
good faith.  

Takeaway. The policy statement does not define what types of conduct are “abusive.” It merely 
establishes current CFPB policy regarding how it will apply its authority to regulate abusive acts and 
practices. Lenders should continue to follow CFPB rulemaking, enforcement actions, and guidance as 
the abusiveness standard continues to develop.  


