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Enforcement Alert from Hudson Cook; CFPB Fines Residential
Mortgage Loan Originator $1.75 Million for Kickbacks
Involving Referrals to Originator by Brokers

August 18th, 2023 | Michael A. Goodman and Erik Kosa

HIGHLIGHTS

The originator must pay a $1.75 million civil penalty.

The originator neither admitted nor denied the allegations but must implement a compliance plan

to ensure its policies comply with federal law and is subject to an injunction prohibiting it from

giving things of value in exchange for referrals.

CASE SUMMARY

The Real Estate Settlement Procedures Act prohibits mortgage loan originators from offering
incentives to other companies in exchange for referring homebuyers to them for mortgage loans.

The Bureau alleged that the originator paid for referrals through marketing services agreements
under which the originator paid brokerages approximately $90,000 per month over the relevant
period. In return, the brokers agreed to market on behalf of the originator, but the CFPB found the
originator performed most of the actual marketing. The Bureau found that these arrangements were
structured to generate mortgage referrals rather than compensate brokers for their services.

The CFPB also alleged that the originator offered premium subscription services worth thousands
of dollars a month to brokers free of charge. The subscription services provided access to
information on properties, including comparable sales and foreclosure data. In addition, the
originator hosted company events at which brokers received free food, beverages, alcohol, and
entertainment.

In exchange for these items, the brokers agreed to be paired with a loan officer at the originator.
The CFPB found that this conduct violated RESPA Section 8 and its implementing Regulation X.

The originator did not admit or deny these allegations. To resolve the matter, it agreed to a five-
year consent order levying a $1.75 million civil penalty and prohibiting the originator from
providing anything of value to other entities in exchange for mortgage referrals in the future. It is
also required to create a compliance plan to ensure that its policies and procedures comply with
federal consumer financial laws and the consent order.

The CFPB separately levied a civil penalty of $200,000 against a real estate brokerage firm for
accepting things of value from the originator in exchange for mortgage referrals.

https://www.hudsoncook.us/
https://www.hudsoncook.us/attorney/michael-goodman/
https://www.hudsoncook.us/attorney/erik-kosa/
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RESOURCES:

You can review all of the relevant filings and press releases at the CFPB’s Enforcement page.

Consent Order

Stipulation

CFPB Press Release

Enforcement Alerts by Hudson Cook, LLP, written by the attorneys in the firm’s Government
Investigations, Examinations and Enforcement and Litigation practice groups, are provided to keep
you informed of federal and state government enforcement actions and related actions that may
affect your business. Please contact our attorneys if you have any questions regarding this Alert.
You may also view articles, register for an upcoming CFS Bites monthly webinar or request a past
webinar recording on our website.

https://www.consumerfinance.gov/enforcement/actions/freedom-mortgage-corporation-2023-respa/
https://s3.amazonaws.com/files.consumerfinance.gov/f/documents/082023_cfpb_Freedom_Mortgage_Corporation_-_Consent_Order.pdf
https://s3.amazonaws.com/files.consumerfinance.gov/f/documents/082023_cfpb_Freedom_Mortgage_Corporation_-_Consent_Order.pdf
https://s3.amazonaws.com/files.consumerfinance.gov/f/documents/082023_cfpb_Freedom_Mortgage_Corporation_-_Stipulation.pdf
https://www.consumerfinance.gov/about-us/newsroom/cfpb-penalizes-freedom-mortgage-and-realty-connect-for-illegal-kickbacks/
http://url82.hudco.com/ls/click?upn=dtOuQ5NoBzaEHOtj9jMv8O0HJXYgn0pfjgmUrHUGJDRTKfxZRW9hIspUDjMwG-2FGiL9N8RymKeK4jpGUkjqXr-2F816EQ6xVEqr7K-2FHZ0QSuWRrnMcOe8LgZ-2BB8-2B1Ohd7Ndma-2BFDieMnrPEYf2-2BL2ufYQ-3D-3DgKND_F9QJzzSe-2BzCO4kiTJnC-2FUBqWyoTbNjDefAkf0huJuq9xnFTPEIoVZ7fyee-2FctwK6-2Bz3YFqnNNvq6G68YeQjxZuJX2ooPw2qtbSn2S2O3McGOZ4D-2BCazhDW8GTseiLz6RJ0CzPAe7kwwuIhXW5NvDiyNDNS579zOnM2yB6pLavlIURTPiLQymXj-2F8kI8Gd5TFoi4ekhiXTblhnpXDUGN8gQoBl7V5ZLXu3hxQNLfLPi-2BYj9M-2FMPfW6xrw-2FKIGx6Fa
http://url82.hudco.com/ls/click?upn=dtOuQ5NoBzaEHOtj9jMv8O0HJXYgn0pfjgmUrHUGJDRTKfxZRW9hIspUDjMwG-2FGiL9N8RymKeK4jpGUkjqXr-2F816EQ6xVEqr7K-2FHZ0QSuWRrnMcOe8LgZ-2BB8-2B1Ohd7Ndma-2BFDieMnrPEYf2-2BL2ufYQ-3D-3DgKND_F9QJzzSe-2BzCO4kiTJnC-2FUBqWyoTbNjDefAkf0huJuq9xnFTPEIoVZ7fyee-2FctwK6-2Bz3YFqnNNvq6G68YeQjxZuJX2ooPw2qtbSn2S2O3McGOZ4D-2BCazhDW8GTseiLz6RJ0CzPAe7kwwuIhXW5NvDiyNDNS579zOnM2yB6pLavlIURTPiLQymXj-2F8kI8Gd5TFoi4ekhiXTblhnpXDUGN8gQoBl7V5ZLXu3hxQNLfLPi-2BYj9M-2FMPfW6xrw-2FKIGx6Fa
http://url82.hudco.com/ls/click?upn=dtOuQ5NoBzaEHOtj9jMv8O0HJXYgn0pfjgmUrHUGJDRwxUnqdj83ihnEojbdsXpz09Cd9sU5AYOgjS4I3KSSuICiebss-2Fs0NJDvhAVKP1C4-3DWAai_F9QJzzSe-2BzCO4kiTJnC-2FUBqWyoTbNjDefAkf0huJuq9xnFTPEIoVZ7fyee-2FctwK6kzch2rCg-2BJRDJs9k-2F3OUhjstQZHPOAbD4jRWulE8Wv4Np8aoqag3J0cX95a6Way22d6MGREGssIL4-2FsbVH1o93nImOuq1PZE-2Bc3U88Gn9s-2BEZrTP6gkzelAJLlRG-2FXPOVLlO4Spo09KBmMGyg25z48PGK4sQuWU37qgKj5Ug00wXkhxbEjUqVO25cfJq4ckB
http://url82.hudco.com/ls/click?upn=dtOuQ5NoBzaEHOtj9jMv8O0HJXYgn0pfjgmUrHUGJDQuaPdHbMxsdrHP-2BUVxqipyKyaw_F9QJzzSe-2BzCO4kiTJnC-2FUBqWyoTbNjDefAkf0huJuq9xnFTPEIoVZ7fyee-2FctwK6RC4YdhSd2XSsBvgC4aJqaBNPC-2Fy18eJBp-2B39XmzdGvQv0AWPoaVIKTlaflT8qUTYjUJ4HSp6d-2BiarrPRcWOUCESDOKfbsq9IL7Efu1lpX0wbspX8lUKje9N9HJc2WYsR9pxM3Pz68reVND6IyDLwF6of6NqBDxZFhaTxSxJWpZ2Rsom1orcoC47h-2B-2B8Ukumc
https://www.hudsoncook.com/events/2026-consumer-financial-services-bites-of-the-month-webinar-series/
http://url82.hudco.com/ls/click?upn=dtOuQ5NoBzaEHOtj9jMv8O0HJXYgn0pfjgmUrHUGJDSTkeC-2B9rKeH4ctwc2FopM0C9k-2F2sFa02k56k-2Bp8c2zXw-3D-3Dz_C6_F9QJzzSe-2BzCO4kiTJnC-2FUBqWyoTbNjDefAkf0huJuq9xnFTPEIoVZ7fyee-2FctwK6qs37z9VWugB1hi7z322s2vb2PfeshBKC6h7ZfFeE7NSx9afplgFjkjf9Gy8p-2Bu3J8IJqBo24DOJ8ftcG1qSc4ybzMVPnK-2BDSSORp8G2LLKdElbVIYE4QFr3aewrsbTf4mG4zgQBHUFZwyDLSXcvoJa-2ByG-2FvWltKGOCR9cxk5Eymt3BT9qof7DDTAK7ntKY4g
http://url82.hudco.com/ls/click?upn=dtOuQ5NoBzaEHOtj9jMv8O0HJXYgn0pfjgmUrHUGJDSTkeC-2B9rKeH4ctwc2FopM0C9k-2F2sFa02k56k-2Bp8c2zXw-3D-3Dz_C6_F9QJzzSe-2BzCO4kiTJnC-2FUBqWyoTbNjDefAkf0huJuq9xnFTPEIoVZ7fyee-2FctwK6qs37z9VWugB1hi7z322s2vb2PfeshBKC6h7ZfFeE7NSx9afplgFjkjf9Gy8p-2Bu3J8IJqBo24DOJ8ftcG1qSc4ybzMVPnK-2BDSSORp8G2LLKdElbVIYE4QFr3aewrsbTf4mG4zgQBHUFZwyDLSXcvoJa-2ByG-2FvWltKGOCR9cxk5Eymt3BT9qof7DDTAK7ntKY4g

	Hudson Cook
	Enforcement Alert from Hudson Cook; CFPB Fines Residential Mortgage Loan Originator $1.75 Million for Kickbacks Involving Referrals to Originator by Brokers


