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MONTH REVENUE NET 
EXPENDITURES RESERVES

07/31/2009 $3,136,974 $3,148,999 $22,166,949

08/31/2009 $2,872,150 $2,810,125 $22,228,973

09/30/2009 $3,242,085 $2,555,575 $22,915,482

10/31/2009 $3,501,332 $3,282,460 $23,134,354

11/30/2009 $2,928,301 $3,032,369 $23,030,286

12/31/2009 $3,195,828 $1,645,861 $24,580,252

01/31/2010 $3,574,505 $2,276,296 $25,878,461

02/28/2010 $3,093,079 $3,573,312 $25,398,228

03/31/2010 $4,388,505 $2,759,221 $27,027,512
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Reporting Broker 

‘Benefit of the Doubt’
Pilot Program

Presented By:
Joe M. Carrillo
Law Enforcement Coordinator



 Brokers reluctant to report violations 
committed by his/her employees (by 
definition includes independent contractors),  
because they  were automatically named as 
suspects (or, as DRE defines parties being 
investigated: respondents).

 Valid concern:  this was a common practice



 Violators become job hoppers 

 Misconduct likely continues

 Industry burdened with errant agents



Broker reports salesperson misconduct to Law 
Enforcement Coordinator (LEC) who will:

 Review and Refer case to regional office for set up 

 Establish investigative check list(s)

 Track cases and investigator’s progress on a  
statewide basis

 Assure  investigators examine prior and current 
employers to determine if similar behavior occurred 
or is continuing (2 yrs back – 1 yr forward)



 Analyze evidence and facts gathered of primary 
complaint

 Determine whether reporting employer was 
complicit, culpable or negligent

 Evaluate prior employer’s  guilty knowledge

 Evaluate prior/current employers compliance 
with broker supervision regulation

 Authorize case and respondent expansion, as 
warranted

 Recommend all case outcomes and disciplines



1. Assures reporting brokers will not be 
automatically named as respondents (unless 
authorized by LEC)

2. Provides for an isolated investigation 
(unless the facts warrant expansion)

3. Guarantees that investigators will review 
agent history with prior or with new, current 
brokers

4. Promises statewide investigative standards 
and compliance



 Moves investigative oversight to DRE Executive 
level

 Views case evidence and facts through single lens

 Includes prior or current brokers in investigations

 Disallows any investigator from adding the 
reporting employer as a suspect or respondent

 Renders informal, non-public corrective actions as 
warranted 

 Determines any formal corrective actions using 
evidence and facts



 No DRE Action – Reporting broker is found to be 
without gross negligence or fault

 Informal Action – Reporting broker may receive 
corrective action letter as compliance penalty (no 
public record)

 Formal Action – Reporting broker who violates 
law/regulations may face accusation

 Formal Action – Prior or current employers who 
failed to report misconduct may face accusations 



Informal Action - Corrective Action 
Letter Formal Action - Disciplinary Action

 Broker properly supervised 
employees either directly or 
through office manager 
designations

 Broker took actions to 
remedy problems 

 Office procedures and 
controls in place 

 Broker or office manager 
regularly reviews business 
activities, management 
reports

 Broker participated in 
unlawful acts or guilty 
knowledge substantiated

 Broker routinely absent 
from office w/o designation 
of office manager

 Broker failure to oversee 
office manager

 No office procedures or a 
demonstrated lack of 
oversight and review of 
existing ones

 Rent-a-broker scenario
 DRE corrective actions 

ignored



Employer Corrective Action Employer Disciplinary Action

 LEC to issue a corrective 
action letter

 Accusation not warranted

 LEC to coordinate follow 
up to assure compliance 
with corrective action 
letter requirements

 No Public Record of 
Corrective Action Letter

 LEC to name employer as 
respondent in case

 LEC to recommend DRE 
file Accusation against 
employer

 Employer to be provided 
an opportunity to present 
his/her case through the 
Administrative Hearing 
Process

 Public Record of 
Accusation and any 
disciplinary action



 Determine pattern of employee behavior to achieve 
maximum discipline

 Establish applicable disciplinary actions against 
non-reporting brokers

 Promote broker reporting of employee misconduct

 Deter employee misconduct with new current 
brokers

 By investigating prior brokers we can also establish 
a pattern of misconduct that will be set before the 
ALJs to insure a maximum penalty.



Law Enforcement 

Coordinator 

• Conduit for all employee related broker 
complaints

• Refers case for set up – only employee 
named initially as respondent

• Coordinates and Tracks Investigator 
Actions and Monitors Case Progress

• LEC Determines Employer Inclusion
• LEC Makes Case Recommendations

Benefit of the Doubt Pilot Program 
Introduces Oversight Standards



Investigator 

• Investigates cases using new guidelines

• Coordinates investigation through the LEC

• Makes recommendations to the LEC for 
disposition based upon evidence

• Cannot name the reporting employing 
broker as a respondent to the case

• Must investigate prior and current 
employers as well

Benefit of the Doubt Pilot Program 
Redefines Investigator Role



Process

• Incorporates informal 
corrective actions 

• Ensures consistent 
outcomes

• Establishes central point of 
case control  and 
management

• Places responsibility for 
determining respondents at 
highest management level   

• Provides single point of 
contact for assistance

Benefit of the Doubt Pilot Program 
Standardizes Practices



Conclusions

• Standardize case outcomes 
based upon evidence

• Serve as the foundation for 
new policies

• Become the basis for 
enhanced regulations

• Promote confidence in 
reporting misconduct 

Benefit of the Doubt Pilot Program 
Anticipated Accomplishments



 10178 Business and Professions Code

 10179 Business and Professions Code

 10177 (h) Business and Professions Code 

Further Grounds for Disciplinary Action

• 2725 Broker Supervision – Regulations of 
the Real Estate Commissioner





Providing Service, Protecting You

Presented by:

Steve Ellis

Assistant Commissioner

Administration and Licensing

SAFE/Senate Bill 36

Secure and Fair Enforcement Mortgage 
Licensing Act of 2008



Providing Service, Protecting You

SAFE ACT

• SAFE was signed into law in June 2008
• Federal mandate for all states to license and   

regulate mortgage loan originators (MLOs)
• Requires the registration of all MLOs on the 

Nationwide Mortgage Licensing System 
(NMLS)

• Resulted in the passage of SB 36 to bring 
California into compliance with Federal 
Law.



Providing Service, Protecting You

1. Definition of a Mortgage Loan Originator (MLO)

2. DRE’s Form RE 866

3. NMLS Registration Requirements

4. Filing a NMLS Application

5. Resource Information

TODAY’S DISCUSSION TOPICS



Providing Service, Protecting You

• MLO – Mortgage Loan Originator is a person:
Who  is compensated for taking residential mortgage 
loan applications or negotiating the terms of loans 
secured by residential dwellings of 1-4 units.

• Independent Loan Processors/
Underwriters 

Must also comply with SAFE Act 
licensing requirements

1. DEFINITION OF A MLO



Providing Service, Protecting You

SB 36 requires all licensed Brokers, Corporations and   
Salespersons to notify DRE within 30 days of  
commencing MLO activity in California or face a fine up 
to $10,000.

RE 866 notifications are done on DRE’s 
web site (www.dre.ca.gov).

E-mail addresses enable electronic
notifications to be sent. 

Over 41,350 (8%) licensees have filed RE 866 to date.

2. DRE’s FORM RE 866

http://www.dre.ca.gov/


Providing Service, Protecting You

A. Pass National and State Exams
B. Complete 20 hours of Pre-license Education
C. Submit to a Criminal Background Check
D. Establish Financial Responsibility

3. NMLS REGISTRATION REQUIREMENTS



Providing Service, Protecting You

A. PASS NATIONAL AND STATE EXAMS

• Register with the National Mortgage Licensing System  
and Registry (NMLS&R) or NMLS

• Obtain Unique Identifier

• Pass both exams (75% score)
• National Component (3 HRS)
• State Component (2 HRS)

NMLS REGISTRATION REQUIREMENTS cont.:



Providing Service, Protecting You

B. PRE-LICENSE EDUCATION

• 20 Hours of NMLS approved pre-license 
educational courses
• 3 Hours of Ethics and Consumer Protection
• 3 Hours Federal Law and Regulation
• 2 Hours on Nontraditional Mortgages
• 12 Hours of Elective Topics

• NOTE: Courses are not needed prior to taking 
federal or state exams

NMLS REGISTRATION REQUIREMENTS cont.:



Providing Service, Protecting You

PRE-LICENSE EDUCATION 
CERTIFICATION

GOOD NEWS!
DRE licensees are eligible to have their 20 hour 
NMLS pre-licensure education  requirement 
“certified” as complete as long as their MLO 
license endorsement application is filed and 
fees are paid by August 31, 2010

NMLS REGISTRATION REQUIREMENTS cont.:



Providing Service, Protecting You

C. CRIMINAL BACKGROUND CHECKS

• Fingerprint Requirement
• After filing an on-line application and paying a fee, an 

appointment will be scheduled to have fingerprints taken.

• No MLO License endorsement if:
• Felony conviction in past 7 years
• Life time ban for felonies involving:

• Fraud
• Dishonesty
• Breach of trust
• Money laundering

• MLO License is revoked in California or another jurisdiction

NMLS REGISTRATION REQUIREMENTS cont.:



Providing Service, Protecting You

D. DEMONSTRATE FINANCIAL 
RESPONSIBILITY 
Credit Reports - Applicants will be required to authorize a 
credit report through NMLS between October 2010 and 
March 1, 2011.

Credit Reports will be used to validate information disclosed on 
the NMLS application.  FICO scores will not be used to disqualify 
licensees.   Applicants might be disqualified based on liens and 
judgments in financial transactions involving:                     

Fraud
Misrepresentation
Dishonest dealing
Mishandling of trust funds

NMLS REGISTRATION REQUIREMENTS cont.:



Providing Service, Protecting You

NOTE: A DRE license endorsement is needed by January 1, 
2011 if you wish to continue to engage in MLO activities.  In order for a 
DRE endorsement to be issued by January 1, 2011, licensees must 
complete all NMLS requirements, file their application and pay their 
fees by September 15, 2010.
Filing Guidelines

• Pay fees.  DRE’s fees are $300 per individual/corporation. NMLS 
fees vary by transaction.  Fees are collected through the NMLS.

• Use DRE public record printout when completing applications or 
updating filings.  DRE gets the information it needs for license 
endorsement directly from the licensee’s NMLS application.

• Licensees must be sure NMLS information (name, address, 
branch, employee relationship, etc.) matches DRE records

• DRE and NMLS web sites contain detailed filing instructions. 

4. FILING THE NMLS APPLICATION 



Providing Service, Protecting You

FILING THE NMLS APPLICATION cont.

FORMS USED FOR NMLS FILINGS:
Log on to the NMLS website to complete these forms.
•MU 1 - Company Filings - All brokers and corporations 
who employ individual MLOs

•MU 2 - Brokers/Officers/Directors/Stockholders of MU 1 
companies

•MU 3 - Branch Offices of MU 1 companies

•MU 4 - All Individuals (including brokers) working for 
MU 1 companies who engage in Mortgage Lending 
Activities must be sponsored by the MU 1 company



Providing Service, Protecting You

DRE UTILIZES NMLS DATA FOR ITS LICENSE ENDORSEMENTS
• All DRE license requirements and terms remain intact 
• Endorsement required for both REB and RES licenses
• Endorsement certificate issued via DRE’s web site
• Endorsement renewed annually (Nov-Dec 31st)
• Need 8 hours of Continuing Education annually

• CE completed through NMLS approved provider
• CE taken in the year endorsement is renewed
• NMLS CE credits do not apply to DRE CE requirements 

because exams are not required and the NMLS provider has 
no requirement to be DRE approved.

• DRE’s 70/30 exemption does not apply

NMLS REGISTRATION REQUIREMENTS cont.:



Providing Service, Protecting You

NMLS REGISTRATION REQUIREMENTS cont.:

IMPORTANT DATES TO REMEMBER
RE 866 - Forms must be filed online within 30 days of performing 
MLO activities in California

AUGUST 31, 2010 - Final date to apply for license 
endorsement to receive pre-licensure certification

SEPTEMBER 15, 2010 - All NMLS requirements must be 
completed to receive an endorsement by January 1, 2011

OCTOBER 2010 – MARCH 1, 2011 - Period 
applicants must authorize a credit report through NMLS

JANUARY 1, 2011 – Licensees must be registered and 
endorsed by DRE to conduct MLO activity in California

NOVEMBER – DECEMBER – Annual renewal period.



Providing Service, Protecting You

• DRE
• Web site- WWW.DRE.CA.GOV
• Licensing Questions – 877-373-4542
• See FAQs on DRE’s web site

• NMLS Resource Center 
Licensees Tab:
• Quick guides
• Tutorials - Navigation Guides
• Sample Forms – MU1, MU2, MU3, & MU4
• Policy Guidebook

• NMLS
• NMLS Call Center – 240-386-4444
• http://mortgage.nationwidelicensingsystem.org/Pages/Default.aspx

5. RESOURCE INFORMATION

http://mortgage.nationwidelicensingsystem.org/Pages/Default.aspx


Department 

of

Real Estate

Real Estate Fraud

“A Five 

Year History”



WHERE WE HAVE BEEN

• ADJUSTABLE RATE MORTGAGES –
STATED INCOME LOANS

• INFLATED PURCHASE PRICE – “CASH 
TO BUYER”

• LOAN MODIFICATION FRAUD



WHAT WE HAVE DONE

• OUR TRADITIONAL ROLE - PUTTING 
THESE OPERATIONS OUT OF 
BUSINESS.

• WE HAVE REDOUBLED OUR EFFORTS 
TO AVOCATE FOR CRIMINAL AND 
CIVIL PROSECUTION.

• RESULTS HAVE BEEN SLOW – BUT 
THEY ARE STARTING TO COME IN.



FICTITIOUS BUSINESS NAME

• LIFETIME FINANCIAL

Lifetime Financial



Bait & Switch

Promise a fully amortized loan and fund an 
adjustable rate loan.

Promise a low interest rate and then fund a higher 
rate, collecting large yield spread premiums.

Promise additional no cost refinance loans in 3 to 
6 months with no prepayment penalties.

Promise no cost loans and then fund charging an 
assortment of fees as high as $35,000.



i

Fees



Predatory Lending

+$ =

• Used notaries – who happen to be his cousin, sister and 
mother - to pressure borrowers to sign

• Understood he just needed a signature to get the loan to 
fund



Forgeries
• Name should say Richmond



Accusation and D & R

The Department filed the following charges against 
Dean Storm, Jacob Franco, and Eric Pony:

• Financial Codes:  4970, 4973(a)(2), 4973(k), 4979.6

• Business and Professions Codes:  10159.5, 10161.8, 
10176(a), 10176(b), 10176(c), 10176(g), 10176(i), 
10177(h), 10240, 10240(b), 10241(i),  10236.4

• Regulations of the Commissioner: 2731, 2725, 
2840.1, 2752



In September 2007, Dean Strom and Eric Pony 

Surrendered their Real Estate Licenses. 

Licenses Surrendered

i



On March 21, 2008, the California Attorney 

General’s Office filed an unfair business practice 

lawsuit against all of the respondents and froze 

their assets. 

Civil Actions

i



The San Bernardino and Los Angeles District 

Attorneys Offices filed 47 Felony counts against 

Eric Pony and his band of followers.  

Criminal Actions

i







IT WAS NO JOKE!

• Paulette Pony: (SISTER): 
4 years, 4 Months State 
Prison.

• Carol Pencile: (Escrow 
Officer) 3 years, State 
Prison

• Sibpun Ampornet: 
(Escrow Officer) 3 Years 
State Prison

• Eli Hassine: (Cousin) 365 
Days County Jail

• Eric Pony: Remains in 
Jail; Trial - June 11, 2010



CRISP AND COLE

• Inflated Offers to Purchase.
• Inflated Appraisals.
• Property Flipping.



THE RESPONDENTS
CRISP COLE & ASSOCIATES

TOWER LENDING

CARL COLE, BROKER

DAVID MARSHALL CRISP



GET RICH QUICK



PROPERTY 
FLIPPING
STRAW BUYER PURCHASES 

PROPERTY WITH 100% 
FINANCING

NEW STRAW BUYER 
PURCHASES PROPERTY AT 
UP TO 150% OF VALUE

CONTROLLED APPRAISER 
SUPPORTS VALUE



LENDER FRAUD
DEFRAUDED FEDERALLY INSURED LENDERS

FRAUDULENT APPRAISALS

FALSIFIED EMPLOYMENT AND INCOME INFORMATION

FALSIFIED INTENTIONS TO OCCUPY



FBI INVESTIGATION

One week later, the FBI 
served 13 Federal 
Search Warrants.





DRE ACTIONS
CRISP COLE & ASSOCIATES

TOWER LENDING

CARL COLE

DAVID MARSHALL CRISP

REVOKED

DRE ALSO COORDINATED 
WITH FBI



CRISP AND COLE

Jerald Teixeria (Loan Officer) 
Plead Guilty to Felony Wire 
Fraud.

Kevin Sluga (Father In Law) 
Plead guilty to Four counts of 
Felony Wire Fraud.

Leslie Sluga (Mother In Law) 
Plead Guilty to Two counts of 
Felony Wire Fraud.

Megan Balod (Sister In Law) 
Plead Guilty to Counts of 
Felony Wire Fraud.



Subprime Mortgage 
Meltdown

LOW INTEREST TEASER  RATES

ADJUSTABLE RATE MORTGAGES

NO CONSIDERATION FOR BORROWERS ABILITY TO REPAY

HOUSING BUBBLE

BORROWERS STILL WANT HOUSE



LOAN MODIFICATION FIRMS
COLLECT ADVANCE FEE TO NEGOTIATE WITH 
LENDER

PROMISE SUCCESS, BUT PERFORM NO SERVICE

MAJORITY OF LOAN MOD COMPANIES 
UNLICENSED

560 DESIST & REFRAIN ORDERS

52 ACCUSATIONS










