
IN THE UNITED STATES DISTRICT COURT 

FOR THE DISTRICT OF MARYLAND 

NORTHERN DIVISION 
 
 
 

CONSUMER FINANCIAL 

PROTECTION BUREAU 

 

and 

 

CONSUMER PROTECTION 

DIVISION, Office of the Attorney 

General of Maryland  

 

Plaintiffs, 

 

v. 

 

GARY KLOPP, et al., 

 

Defendants. 

 

  

 

 

 

 

               Case No. 1:15-cv-01235-RDB 

 

 

_____________________________________________________________________ 

 

PLAINTIFFS’ MEMORANDUM IN OPPOSITION TO GARY KLOPP’S 

RESPONSE TO SHOW CAUSE ORDER  

 

 Plaintiffs, the Consumer Financial Protection Bureau (the “Bureau”) and the Consumer 

Protection Division of the Office of the Attorney General of Maryland (the “Division”), submit 

this Memorandum in Opposition to Gary Klopp’s Response to Show Cause Order.  In his 

Response, Klopp turns the Stipulated Final Judgment and Order (“Stipulated Judgment”) on its 

head and misstates the law. 

A. Klopp Misstates the Applicable Standard. 

 Klopp repeatedly argues that his alleged good faith attempt to comply with this Court’s 

order should excuse his violative conduct.  He fails to recognize that the sanction for civil 

contempt is remedial; a violation is not excused because of a defendant’s lack of intent.  As the 
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Supreme Court has noted, a “[consent] decree was not fashioned so as to grant or withhold its 

benefits dependent on the state of mind of respondents. . . . An act does not cease to be a 

violation of a law and of a decree merely because it may have been done innocently.”  McComb 

v. Jacksonville Paper Co., 336 U.S. 187, 191 (1949).   

 Even if a “good faith” or similar defense were available, Klopp has not shown that he has 

made any effort to comply with the Stipulated Judgment, has not shown that he has substantially 

complied, and has not shown that he was unable to comply.  It would be his burden to establish 

any of these defenses, even if they were available to him.  See, e.g., Commissioner of Labor and 

Industry v. Bethlehem Steel Corporation, 334 Md. 17, 37 (1996) (infeasibility is in the nature of 

an affirmative defense). 

B. Klopp Misstates the Terms of the Unambiguous Consent Judgment. 

 Klopp’s argument ignores or mischaracterizes the plain language of the Consent 

Judgment, the prohibitions it imposes, and the statutory definitions it contains. Klopp appears to 

interpret the Stipulated Judgment’s limited exception to the ban on his participation in the 

mortgage industry as a right to participate in the mortgage industry subject to limited 

prohibitions. This reading inverts the prohibitions contained in the Stipulated Judgment. Klopp 

makes this error by ignoring the introductory language in Paragraph 8 of the Stipulated Judgment 

limiting his participation in the mortgage industry.  See Response at 4.  Paragraph 8 spells out 

two specific prohibitions: a prohibition on contacting, soliciting, or dealing with consumer 

borrowers in any capacity with regard to any mortgage business and a prohibition on dealing 

with any third party businesses engaged in offering any settlement service.   

 The prohibition on dealing with consumers is not limited to a prohibition on direct 

communications with consumers, as Klopp appears to contend.  Klopp is prohibited from having 
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any dealings with consumer borrowers or loan applicants in any capacity with regard to any 

mortgage business.  The prohibition on dealing with third parties engaged in offering settlement 

services is equally broad.  The Stipulated Judgment defines “federally related mortgage loan” 

and “settlement services” by reference to RESPA.1 Stipulated Judgment at 4.  Settlement 

services are defined in RESPA, 12 U.S.C. § 2602, to include:  

any service provided in connection with a real estate settlement including, but not 

limited to, the following: title searches, title examinations, the provision of title 

certificates, title insurance, services rendered by an attorney, the preparation of 

documents, property surveys, the rendering of credit reports or appraisals, pest and 

fungus inspections, services rendered by a real estate agent or broker, the origination 

of a federally related mortgage loan (including, but not limited to, the taking of loan 

applications, loan processing, and the underwriting and funding of loans), and the 

handling of the processing, and closing or settlement. 

 

12 U.S.C. § 2601(3).  Thus, settlement services unambiguously include title work, appraisal 

work, mortgage loan origination such as the taking of loan applications, loan processing, 

underwriting and funding, and the handling of the processing and closing or settlement.   

 Klopp attempts to argue that the meaning of “settlement service” is subject to some 

dispute, by referring to a congressional amendment to RESPA.  Response at 6-7., Congress 

amended RESPA to clarify that mortgage loan origination is included within the definition of the 

                                                           
1 In spite of this definition, Klopp makes the extraordinary claim that the Stipulated Judgment 

does not define the term “settlement service.”  The Stipulated Judgment, at paragraph 6c, refers 

to 12 U.S.C. § 2602(1) and 12 U.S.C. § 2601(3) respectively, in its definition of “mortgage 

industry” and “settlement services.” Although the definition of “settlement services” contains a 

typographical error, referring to 12 U.S.C. § 2601(3) rather than to 12 U.S.C. § 2602(3), there is 

no ambiguity or uncertainty.  12 U.S.C. § 2601 does not have a subsection (3) and is clearly a 

typographical error.  

 

Klopp does not argue that the typographical error in the reference to settlement services caused 

any confusion.  Nor could he.  The definition of “mortgage industry” correctly refers to 12 

U.S.C. § 2602. Any purported uncertainty about the meaning of “settlement services” in the 

Stipulated Judgment vanishes by reference to the Complaint, which charged him with providing 

“real estate settlement services, including but not limited to the taking of loan applications and 

loan processing. See 12 U.S.C. § 2602(3).”  A copy of the Complaint is attached as Exhibit A. 
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term.   See 106 Stat. 3873 (October 28, 1992).  Notwithstanding Klopp’s suggestion, the 

statutory definition of “settlement service” unambiguously included origination of mortgage 

loans at the time of the Stipulated Judgment. Indeed, the clarifying amendment to which Klopp 

refers occurred some twenty-three years before the Stipulated Judgment. 

 In spite of these clear, and broad, prohibitions, Klopp argues that he is permitted to serve 

as the manager of a bank branch employing some 100 persons, Exhibit B at 16-17; to advise the 

employees about procedures, compliance, guidelines and budgets related to loan transactions, 

Exhibit B at 17-18; and to offer advice about guidelines and how to resolve issues that arise in 

their loan transactions, Exhibit B at 20-21, 39-40.  See Response at 5-6.  Klopp’s reading 

attempts to expand the limited exemption from the general prohibitions on participation in the 

mortgage industry in Paragraph 8(c) of the Stipulated Judgment to a broader authorization to 

engage in all managerial activities for a bank branch engaged in the mortgage industry.  

 This reading misstates the terms of the Stipulated Judgment.  The Stipulated Judgment 

permits Klopp to act solely as a personnel or human-resources manager and to provide personnel 

or human-resources-related management and administrative functions with regard to National 

Mortgage Licensing System-registered loan originators. Under these terms, he could, for 

example, ensure that loan processors and brokers are properly licensed.  But a human-resources-

related management role does not encompass supervision of loan applications, loan processing, 

underwriting and funding.  The Stipulated Judgment does not permit Klopp to have general 

managerial authority.   

 Klopp’s admissions establish his violations of the Stipulated Judgment.  He admits that 

he managed two branch offices for Peoples Bank.  See Exhibit B at 18-19.  He does not qualify 

his role by saying that he served only as a personnel or human-resources manager or that he 
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provided personnel or human-resources-related management and administrative functions with 

regard to National Mortgage Licensing System-registered loan originators.  Response at 6.  He 

also admits that he personally dealt with a third party mortgage lender, although he attempts to 

minimize this communication by calling it “singular electronic correspondence.”  Response at 6.  

This “singular electronic correspondence” consists of over 1,000 pages of e-mails with just one 

lender and also includes electronic correspondence with title companies and appraisers.  See, 

e.g., Exhibits D-H to Plaintiffs’ Application For An Order To Show Cause Why Gary Klopp 

Should Not Be Held In Contempt.  Further, Klopp testified that he personally intervenes in e-

mail exchanges with lenders about a dozen times a month, Exhibit B at 62. He conceded that he 

sometimes monitors these communications and has the authority to intervene if an issue cannot 

be resolved by his loan officers and managers.  Id. at 63.   

 In sum, Klopp’s testimony provides admissions of numerous, flagrant violations of the 

Stipulated Judgment.  He participated in the mortgage industry, dealt with individual consumer 

loan applications, and dealt with third party settlement service providers.  He provided advice to 

his branch employees on issues that arose in connection with third party businesses engaged in 

offering settlement services.  Klopp’s advice related to the processing of loan applications 

plainly does not constitute personnel or human-resources-related management and administrative 

functions with regard to registered loan originators. 

 Klopp’s contract and compensation eliminate any possible claim that he served only as a 

personnel or human-resources manager.  His Employment Agreement, attached as Exhibit C, 

describes him as a Manager and provides, as one alternative compensation method, that his 

compensation is a function of the branch’s profitability.  The branch’s profitability, and therefore 

Klopp’s compensation, is reduced by the cost of any loan buyback – provisions that are not 
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plausibly applicable to a personnel or human-resources manager.  Klopp’s compensation cannot 

reasonably be attributed to the services of a human resources manager.  Between January 1, 2016 

and March 31, 2017, he earned at least $765,000.00 from Peoples Bank.  See Exhibit K to 

Plaintiffs’ Application for Show Cause Order. 

 Klopp also attempts to minimize his failure to provide the notifications required by the 

Stipulated Judgment.  He argues, for example, that he could not upload the Stipulated Judgment 

to the National Mortgage Licensing System, a step designed to advise potential employers and to 

protect the public. Significantly, he took no steps to arrange for others to disclose the Stipulated 

Judgment to NMLSR.  Exhibit B at 10-15.  Even if he was unable personally to perform this 

task, he was obligated by Paragraph 15 of the Stipulated Judgment to notify Plaintiffs of his 

inability to comply with the Order.   

 Klopp’s effort to diminish and deny his failures to comply with his obligations 

establishes that he does not take them seriously.  His contempt for the Court’s Order warrants 

sanctions to ensure that he comes into compliance with the requirements of the Stipulated 

Judgment. Klopp’s willful refusal to comply with the plain terms of the Stipulated Judgment also 

justifies amending the judgment to prohibit his participation in the industry more broadly. Klopp 

should be ordered to comply with an amended Stipulated Judgment that bans him from 

participation in the mortgage industry in any professional capacity and extends the reporting, 

notification, cooperation and compliance terms of the Stipulated Judgment for three years from 

the effective date of the Contempt Order.  Furthermore, he should be ordered to disgorge the 

income that he earned in defiance of the Stipulated Judgment.   

CONSUMER FINANCIAL PROTECTION  

BUREAU:  

 

ANTHONY ALEXIS  
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Enforcement Director  

JEFFREY PAUL EHRLICH  

Deputy Enforcement Director  

JOHN C. WELLS 

Assistant Litigation Deputy  

 

By:  _____/s/________________  

(signed with permission by Lucy A. Cardwell) 

BENJAMIN KONOP (Ohio Bar No. 0073458) 

Enforcement Attorney  

1700 G Street NW  

Washington, DC 20552  

Email: benjamin.konop@cfpb.gov   

Telephone: (202) 435-7265  

Facsimile: (202) 435-7722  

 

ATTORNEY GENERAL OF MARYLAND:  

 

 Brian E. Frosh 

      Attorney General of Maryland 

      

By:     /s/  __________________________ 

LUCY A. CARDWELL (Md. Bar No. 07311) 

      Special Assistant Attorney General 

      200 St. Paul Place, 16th Floor 

      Baltimore, MD 21202 

      Telephone: (410) 576-6337 

      Facsimile: (410) 576-6566 

      Email:  lcardwell@oag.state.md.us  

 

CERTIFICATE OF SERVICE 

 

I hereby certify that on this 7th day of August, 2017, I served by the CM/ECF system, Plaintiffs’ 

Reply Memorandum in Support of Application For An Order To Show Cause Why Gary Klopp 

Should Not Be Held In Contempt on:   

Harry Levy 

901 Dulaney Valley Road 

Towson, MD  21204 

 

      __________________/s/____________________ 

      Lucy A. Cardwell  
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