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I enjoy meeting people and I prefer to go through life trusting people when we first shake hands.  

I always like to assume that people I meet are generally good people.  However, these days our 

motto is and has to be “Trust But Verify”.   As part of Due Diligence it is incumbent on a private 

money lender to validate and verify and cross check important due diligence items.  Why?  Below 

is a recent example of how active and thoughtful due diligence spoiled a borrowers attempt to 

“Dupe the Lender”.   

 I drove by a single Family Residence last week and we were considering a borrowers request for a cash-out loan on the 

investment property.   I approached the property and noticed a concerned looking man on the front lawn.   When I 

approached the house after parking the car, the man asked, “What are you doing?”   I mentioned that I was a hard money 

lender and that I was looking at the house and comps to establish value for a potential loan.  The man asked me who I was 

making a loan to and I mentioned the owner/borrower’s name.  The man surprisingly told me I was wasting my time, that 

he was the attorney for the real owner and that our alleged borrower was a scam artist who had committed fraud, falsified 

county records and had attempted to put multiple loans on the subject property without being the real owner.     

The man produced the “real” Trustees Deed and described the alleged Scam and how the top Title Insurer in the country 

could produce an inaccurate Preliminary Title Report and ownership records.  I said Thank you and drove home thinking 

how fortunate I was to have uncovered the Fraud Plot.  I notified the Title Company and the authorities are working on 

apprehending the culprit.   

This harrowing experience reinforces our policy of “Trust But Verify”.  Here are a few due diligence items that are many 

times taken at face value but should be verified: 

Due Diligence Item Reason for Verification 

Borrower Appraisals Appraisal Value might be influenced by Borrower 

Building Permits A call to the City to verify the permit approval is not a bad idea 

Automated Valuation’s (AVM’s) Good idea to run multiple AVM’s as the values vary widely 

Credit Report A letter of explanation helps but a verification of the credit dinging 
situation makes sense 

Escrow and Title Company Always wise to use a known Escrow company and a national “Top 5” 
Title Insurance Company 

Social media and Google 
Search 

Always smart to Google the borrower and check his/her social media 
profile  

Background check Background checks that disclose if the borrower is litigious or not are 
helpful 

Zoning Validate that the use or intended use is actually allowed in the 
Zoning ordinance 

Home address Making sure through a driver’s license or utility bills that someone 
lives somewhere else is important in a non-owner occupied loan. 

 

Do you have a verification or underwriting tip?  We would like to know.  Please submit a post on our Mortgage Vintage, 

Inc. Facebook Page or our LinkedIn Company page.  If you enjoy discussions like this, please sign up for our Linked in 

Group called Southern California Trust Deed Investment Group or our CrowdTrustDeed Group.  

http://www.mortgagevintage.com/
http://www.facebook.com/pages/Mortgage-Vintage-Inc/370945014443?ref=hl
http://www.facebook.com/pages/Mortgage-Vintage-Inc/370945014443?ref=hl
http://www.linkedin.com/company/mortgage-vintage-inc-?trk=hb_tab_compy_id_2378547
https://www.linkedin.com/manageGroupMembers?dispParts=&gid=4437517&memberLevel=PENDING&trk=my_groups-tile-flipmgmt
https://www.linkedin.com/grp/home?gid=6752833

