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(1) 

LEGISLATIVE PROPOSALS TO END 
TAXPAYER FUNDING FOR INEFFECTIVE 
FORECLOSURE MITIGATION PROGRAMS 

Wednesday, March 2, 2011 

U.S. HOUSE OF REPRESENTATIVES, 
SUBCOMMITTEE ON INSURANCE, HOUSING, 

AND COMMUNITY OPPORTUNITY, 
COMMITTEE ON FINANCIAL SERVICES, 

Washington, D.C. 
The subcommittee met, pursuant to notice, at 2 p.m., in room 

2220, Rayburn House Office Building, Hon. Judy Biggert [chair-
woman of the subcommittee] presiding. 

Members present: Representatives Biggert, Hurt, Miller of Cali-
fornia, McHenry, Dold; Gutierrez, Waters, and Sherman. 

Also present: Representative Green. 
Chairwoman BIGGERT. The Subcommittee on Insurance, Housing, 

and Community Opportunity will come to order for a hearing enti-
tled, ‘‘Legislative Proposals to End Taxpayer Funding for Ineffec-
tive Foreclosure Mitigation Programs.’’ 

Thank you all for being here in these tight quarters. Unfortu-
nately, this hearing was put on the schedule rather late, so we are 
in the second hearing room. The reason that I am starting now, 
and the ranking member and I waived our opening statements, is 
because we are going to have votes. In fact, we expected them at 
quarter to one, and then we are expecting another series of votes, 
so the more that we can accomplish right now, the better. 

So I am just going to start with the witnesses, and I would like 
to welcome them. And members will be always welcome to submit 
their statements for the official hearing record, but we will imme-
diately proceed to our panel of witnesses. 

Our first witness is the Special Inspector General for the Trou-
bled Asset Relief Program, Neil Barofsky. 

Inspector General, I understand you are retiring from your post, 
so I would like to thank you for your service and wish you the best 
in your future endeavors. 

Mr. BAROFSKY. Thank you. 
Chairwoman BIGGERT. And next, we will hear from HUD FHA 

Commissioner David Stevens. Welcome back. Also from HUD, our 
third witness is the Assistant Secretary for Community Planning 
and Development, Ms. Mercedes Marquez. 

Our fourth witness is the U.S. Government Accountability Office 
Director of Financial Markets and Community Investment, Mat-
thew Scire. And our final witness is Ms. Katie Jones, who is an An-
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alyst in housing policy with the Congressional Research Service of 
the Library of Congress. 

So welcome, all of you. 
And, Inspector General, you are recognized for 5 minutes for 

your statement. 

STATEMENT OF THE HONORABLE NEIL BAROFSKY, SPECIAL 
INSPECTOR GENERAL, TROUBLED ASSET RELIEF PROGRAM 
(SIGTARP) 

Mr. BAROFSKY. Thank you, Madam Chairwoman. 
Chairwoman Biggert, Ranking Member Gutierrez, and members 

of the subcommittee, it is a privilege to appear before you today to 
testify about the HAMP program. HAMP, of course, arose out of 
the Emergency Economic Stabilization Act. 

Chairwoman BIGGERT. If you would suspend for a moment— 
Please put those posters down; that is against the decorum in 

our hearings. Thank you. 
I am sorry about that. Please continue, Inspector General. 
Mr. BAROFSKY. Sure. 
HAMP, of course, arose out of the Emergency Economic Sta-

bilization Act’s requirement that TARP be used not just to benefit 
the Wall Street banks, but also Main Street through a specific goal 
of preserving homeownership. Unfortunately, since HAMP’s an-
nouncement 2 years ago that it would help up to 3 to 4 million 
struggling homeowners achieve sustainable permanent modifica-
tions, the numbers have been nowhere close, with fewer than 
540,000 permanent modifications to date. 

Five weeks ago, in testifying before the House Oversight Com-
mittee, I was asked the same question that is the subject of this 
hearing, whether given the disappointing results of HAMP, the pro-
gram should be terminated. At that time, I thought this conversa-
tion was premature and that Treasury should be given an oppor-
tunity to respond to what had become bipartisan criticism and con-
cern that the program was failing to do two things: one, set forth 
its plan on how to revamp the program so it could meet those im-
portant TARP goals of preserving homeownership; and two, finally 
answering the question that needs to be answered for there to be 
any true discussion about whether to continue this program or not, 
which is how many people Treasury expects to help through this 
program with sustainable permanent modifications. 

Unfortunately, since that hearing Treasury has done little to ad-
dress these concerns. On the one hand, Secretary Geithner has ac-
knowledged that the program will come nowhere close to meeting 
its original expectations and that the program itself suffers from a 
major design flaw in that the incentives for the servicers are insuf-
ficient to overcome the conflicts of interest that are inherent in the 
program as Treasury designed it. 

But rather than then build on this belated recognition of failure, 
Treasury continues to celebrate the status quo. Last week, to an 
applauding crowd of mortgage servicers, one Treasury official con-
firmed that there would be no meaningful change or changes in the 
HAMP program and that all that would be done is tweaks around 
the program’s edges. 
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Since then, other Treasury officials, seemingly on a daily basis, 
have been issuing defenses of the program, saying that it has been 
successful, citing ever-changing goals and milestones that are 
meaningless and misguided. 

Even more disturbing is Treasury’s continued and inexplicable 
failure of transparency in identifying how many people it expects 
this program will help over the course of its life span. Steadfastly 
refusing to do so for more than a year, this past December, the 
Congressional Oversight Panel (COP) tried to fill the void by pro-
viding its own estimate of 700,000 to 800,000 modifications over 
the life of the program. 

But since that past hearing, rather than issue its own numbers, 
its own estimate of the total number of people who would be 
helped, Treasury has done something astonishing. In a written re-
port to Congress, it suggests both that the COP’s estimate of 
700,000 to 800,000 is accurate and also the number might be twice 
that amount. Another Treasury official testifying before the sub-
committee only stated that the program would help as many people 
as it could. Treasury’s refusal to be transparent about the number 
of people it expects to help does it no service, and merely fuels the 
concerns and suspicions of those seeking to terminate the program 
and providing for those who would otherwise seek to defend it, de-
priving them of the necessary tools to respond. 

So here we are 2 years later with now basically universal and bi-
partisan agreement that the HAMP program is failing to meet 
TARP’s goal of preserving homeownership, with Treasury standing 
alone as the defender of the status quo. 

In fact, this past week, one senior Treasury official, in declaring 
the program a success, was citing to its otherwise disappointing 
rate of conversion from trial modifications to permanent—this, the 
conversation rate and tried to defend it by comparing it to a base-
ball player and said that if a baseball player hit for a 330 average, 
that would be successful, so therefore the HAMP program has been 
successful. 

Now, to be sure, for those people, proportionately few, who do re-
ceive sustainable permanent modifications, they will receive a ben-
efit under this program. But these type of flip statements and com-
parisons demean the real harm that is suffered by many of the 
more than 800,000 families who have seen their modifications ter-
minated under the HAMP program and the up to 2.3 to 3.3 million 
families who might have been reached by this program if only it 
had been better designed, better managed, and better executed by 
the Treasury Department. 

I thank you for this opportunity to testify, and I look forward to 
answering any questions you have. 

[The prepared statement of Inspector General Barofsky can be 
found on page 30 of the appendix.] 

Chairwoman BIGGERT. Thank you very much. 
I now recognize Commissioner Stevens for 5 minutes. 
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STATEMENT OF THE HONORABLE DAVID H. STEVENS, ASSIST-
ANT SECRETARY FOR HOUSING AND COMMISSIONER OF 
THE FEDERAL HOUSING ADMINISTRATION, U.S. DEPART-
MENT OF HOUSING AND URBAN DEVELOPMENT (HUD) 
Mr. STEVENS. Thank you, Chairwoman Biggert, Ranking Member 

Gutierrez, and members of the subcommittee. Thank you for the 
opportunity to testify here today. I am pleased to discuss the Ad-
ministration’s programs designed to help families and the housing 
market recover from the economic crisis. 

First, let me speak briefly about the progress of the recovery. As 
you know, when home prices were falling every month for 30 
straight months when President Obama took office, the Adminis-
tration had no choice but to take action. 

The results are clear. Monthly foreclosure starts are down more 
than 30,000 a month from this time a year ago. More than 4.1 mil-
lion distressed home borrowers have received mortgage assistance 
since April of 2009, including HAMP modifications, FHA loss miti-
gation activities, and voluntary private efforts as part of the HOPE 
NOW Alliance, more than twice the number of foreclosures com-
pleted during that time. Still, the housing market remains fragile. 
Where the crisis was initially driven by defaults created by risky 
subprime loans, today unemployment and negative equity are the 
main drivers of foreclosures. To respond to these new challenges, 
the Administration has unveiled new tools, two of which I would 
like to talk about today. 

The first is the FHA short refinance program to help some of the 
estimated 1.5 million borrowers who owe more on their mortgages 
than their homes are worth. Making matters worse, these bor-
rowers often can’t move to find a new job or refinance their loan 
into a lower payment, because their house is underwater. 

Through the program, a targeted group of borrowers who are cur-
rent on their mortgage payments, will have an opportunity to have 
their loans modified or refinanced into a sustainable FHA fixed- 
rate mortgage. 

To qualify, the existing first lien holder must write down at least 
10 percent of the unpaid principal balance. Then the borrowers are 
able to refinance an underwater, non-FHA insured mortgage into 
an FHA-insured mortgage at 97.75 percent of the home’s value. As 
a result, the vast majority of the program’s cost is borne not by the 
taxpayer, but by the investors and institutions which own these 
loans. 

While we have faced some initial implementation challenges, 
with Wells Fargo, Citi Mortgage, and GMAC Ally having just an-
nounced they will soon begin short refinance pilots and several 
other major lenders indicating they will begin participating this 
year, we expect to see some progress in the months ahead. 

What first started with the foreclosures from bad loans has now 
transitioned into issues with unemployment and negative equity. 
As we work to help homeowners who have watched the value of 
their homes plummet during this crisis, the Administration is 
working to help families who are facing foreclosure through no 
fault of their own, because they have lost their jobs. 

In October, we announced the emergency homeowners loan pro-
gram, a $1 billion initiative authorized by Congress to provide a 
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zero interest, forgivable bridge loan of up to $50,000 to as many as 
30,000 distressed borrowers in 32 States and Puerto Rico. This pro-
gram is designed to bring the homeowner current on their mort-
gage and then provide additional assistance to reduce the monthly 
payments to affordable levels. Assistance terminates when the bor-
rower’s income is restored to 85 percent of their pre-crisis levels. 

Once assistance is complete, the loan will be secured by a junior 
lien against the homeowner’s principal residence. Created by the 
Dodd-Frank Wall Street Reform bill, this program complements the 
Treasury Department’s hardest hit fund and will be administered 
through two delivery channels: individual State agencies for States 
with similar programs in place; and through a network of intake 
and housing counseling agencies designed by NeighborWorks 
America. 

Madam Chairwoman, I would like to be the first to acknowledge 
that it is taking longer to implement the program than we had ex-
pected due to challenges that are unique to it. But I would note 
that the emergency home loan rule and notice have been sent to 
the Federal Register and are now publicly available on the HUD 
Web site. 

HUD is currently working to sign cooperative agreements with 
key program partners including NeighborWorks and those substan-
tially similar States. And this spring, we hope to provide informa-
tion as to when, where, and how borrowers can apply for the 
NeighborWorks Program. 

These initiatives supplement a variety of programs already in 
place to continue our Nation’s economic recovery. Mark Zandi of 
Moody’s Analytics said just recently that not only have the Admin-
istration’s collective efforts to date helped to stem the vicious cycle 
of steadily declining home prices that was leading to escalating 
loan defaults when we took office, but also stated ‘‘any further price 
declines could be forestalled to an additional 500,000 solid modi-
fications over the coming year’’ and that these kind of approaches, 
particularly principal write-downs represent a key to getting there. 

Of course as President Obama has pointed out, we cannot pre-
vent every foreclosure, nor would it be responsible to assist every 
borrower who bought more than they could afford. But those aren’t 
the families these efforts assist. Rather, they are tailored to assist 
responsible borrowers who are at risk of foreclosures through no 
fault of their own, whether they have lost their jobs due to this re-
cession or because they have seen their property values collapse. 

That is why the Administration is opposed to all four bills that 
are the subject of this hearing, and it is why I urge Congress to 
instead support our efforts and help us improve them. Thank you 
for the opportunity to testify before you today. 

[The prepared statement of Commissioner Stevens can be found 
on page 78 of the appendix.] 

Chairwoman BIGGERT. Thank you. We have had a roll call, but 
we will try and do one more testimony before we run off like lem-
mings to the House Floor. 

Next, we have the Honorable Mercedes Marquez. 
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STATEMENT OF THE HONORABLE MERCEDES M. MARQUEZ, 
ASSISTANT SECRETARY, COMMUNITY PLANNING AND DE-
VELOPMENT, U.S. DEPARTMENT OF HOUSING AND URBAN 
DEVELOPMENT (HUD) 
Ms. MARQUEZ. Chairwoman Biggert, Ranking Member Gutierrez, 

and members of the subcommittee, thank you so much for the op-
portunity to testify today in support of the Neighborhood Stabiliza-
tion Program. 

Let me start by clarifying that the NSP Program is not a fore-
closure prevention program, but rather a tool to help communities 
address and mitigate the negative effects that vacant, abandoned, 
and blighted properties have on neighborhoods and property val-
ues. 

While monthly foreclosure starts are down more than 30,000 per 
month from the same time 1 year ago, the housing market remains 
fragile. Neighborhood stabilization investments are important be-
cause they prevent further decline. Since 2008, HUD, NSP grant-
ees, and a range of private sector and nonprofit partners have 
worked together to craft distinctive, market-oriented responses that 
stabilize and improve neighborhoods while these dollars often turn 
foreclosed and abandoned properties into affordable rental housing 
that families need and shore up the equity of neighboring home-
owners in these communities. 

I am responsible for overseeing all three rounds of Neighborhood 
Stabilization Program funds, including: the initial $4 billion pro-
gram established by HERA in 2008; $2 billion for NSP2 appro-
priated by the Recovery Act; and the $1 billion for NSP3 included 
in Dodd-Frank. All told, we expect the $7 billion in Neighborhood 
Stabilization Funds to impact 100,000 properties in the Nation’s 
hardest-hit markets and with grantees reporting that more than 
36,000 of these properties are under construction, we are more 
than a third of the way there. 

While 100,000 properties may seem small by comparison to the 
millions of foreclosures we have seen in recent years, the targeted 
nature of these allocations, and the statutory requirement that 
grantees focus their funds on areas with the greatest need, has en-
abled NSP to not only impact those homes and neighborhoods 
where the funds are invested, but to produce a multiplier effect 
that impacts our local, regional, and even national housing mar-
kets. 

I am pleased to report that the funds have been well-managed, 
both at the Federal and local levels. To date, HUD has obligated 
signed grant agreements with States, local governments, and non-
profits for 100 percent of NSP1 and NSP2 dollars and we expect 
the NSP3 funds by the end of this month. 

Indeed, the 99.6 obligation rate for NSP1 grantees at the 18- 
month deadline speaks to the commitment and tenacity of commu-
nities across the country, even during a difficult budget environ-
ment and to CPD’s NSP technical assistance effort, which ensured 
accountability of these funds by helping grantees assess their mar-
kets and retool their efforts to produce the biggest impact with the 
minimum taxpayer investment. 

Most important of all, Madam Chairwoman, these efforts are pro-
ducing results. To date, communities using NSP1 have produced 
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more than 5,300 rehabilitated or newly constructed homes, more 
than 6,000 households have received direct homeownership assist-
ance to acquire formerly foreclosed or abandoned properties, and 
more than 9,700 blighted properties have been demolished and 
cleared. 

But statistics alone don’t capture the impact this program is ac-
tually having. In Cleveland, Ohio, NSP funds have made a huge 
difference in helping reduce vacancy rates. Despite an estimated 
18,000 vacant properties, NSP has helped Cleveland reduce the va-
cancies in one East Side neighborhood by nearly 40 percent in the 
last 2 years. At the same time, this helped responsible homeowners 
like Millie Davis, who recently earned her Master’s Degree in 
Urban Planning from Cleveland State University, buy a home clos-
er to where she works and invite her mom to live with her. 

Or Lee County, Florida, one of the regions hardest hit by fore-
closures with over 2,600 foreclosure filings per month at one point. 
Lee County not only used their NSP dollars to help its communities 
come back to life, they have also partnered with the sheriff’s de-
partment there to create a weed-and-seed program to reduce crime 
in these areas. 

One hardworking nurse, Priscilla Hardaway, was paying more 
than $1,000 in monthly rent when she learned about the NSP pro-
gram. Because of NSP, she purchased a home, and now affords a 
mortgage of $528 per month, a dramatic savings. 

Madam Chairwoman, I believe these two examples illustrate the 
impact this investment is having: helping stabilize hard-hit com-
munities; creating sustainable homeownership opportunities for re-
sponsible homeowners; and stabilizing or raising property values 
for families who have lost so much over these past few years 
through no fault of their own. 

These are the kinds of values we want our housing market to 
support in the years ahead: more affordability; more sustainability; 
and more transparency and accountability when it comes to tax-
payer dollars. That is the difference this program is making and, 
with your partnership, will continue to make in the coming 
months. That is why I am here to support this program and to 
stand against the four bills. 

Thank you again for this opportunity to testify, and I look for-
ward to answering your questions. 

[The prepared statement of Assistant Secretary Marquez can be 
found on page 46 of the appendix.] 

Chairwoman BIGGERT. Thank you. I think we have time for one 
more, since we have 10 minutes. 

Mr. Scire, please proceed for 5 minutes. 

STATEMENT OF MATTHEW J. SCIRE, DIRECTOR, FINANCIAL 
MARKETS AND COMMUNITY INVESTMENT, U.S. GOVERN-
MENT ACCOUNTABILITY OFFICE (GAO) 

Mr. SCIRE. Thank you. Chairwoman Biggert, Ranking Member 
Gutierrez, and members of the subcommittee, thank you for the op-
portunity to discuss GAOs assessments of Treasury’s Making Home 
Affordable Program including its loan modification program called 
PAM. 
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It has been over 2 years since Treasury first announced the 
Home Affordable Modification Program with the promise of helping 
3 to 4 million homeowners in danger of losing their homes. Since 
then, 1.7 million homeowners have been offered to file mortgage 
modifications, and in December there were 522,000 active, perma-
nent modifications. 

However, the number of homeowners who face foreclosure re-
mains high. As of December, about 3.7 million mortgages were 90 
or more days delinquent or in the process of foreclosure. That rep-
resents more than a fourfold increase over the number of such 
mortgages in 2005. Put another way, over 8 percent of all mort-
gages face the prospect of foreclosure. 

We reported in July of 2009 and in June of 2010 on the chal-
lenges that Treasury and servicers faced in implementing the 
HAMP program, and the challenges that distressed homeowners 
faced using it. Later this month, we will report on the continuing 
challenges Treasury faces in its efforts to modify mortgages or oth-
erwise help homeowners through its Making Home Affordable Pro-
gram. 

We also will report on the outcomes of borrowers who were either 
denied or fell out of Treasury loan modifications. At the outset, I 
think it is important to note that Treasury’s HAMP program is 
part of an unprecedented response to a particularly difficult time 
in our Nation’s mortgage market. The Emergency Economic Sta-
bilization Act called for Treasury to, among other things, preserve 
homeownership and protect home values, and HAMP continues to 
be Treasury’s cornerstone effort for doing this. 

However, more than a year after Treasury’s initial announce-
ment of HAMP and the goal of bringing consistency to foreclosure 
mitigation, we reported last June that servicers continued to treat 
borrowers seeking to avoid foreclosure inconsistently, in part be-
cause of a lack of specific guidance from Treasury. 

Servicers used different definitions for determining whether a 
homeowner was in imminent danger of default. Servicers also var-
ied in their message for ensuring compliance with program require-
ments. We also found that Treasury had not specified consequences 
or remedies if servicers do not comply with program requirements 
and has yet to do so. 

We recommended that Treasury take a number of steps to im-
prove program transparency and accountability, but it has not fully 
implemented these measures. We also noted that as Treasury con-
tinued to design and implement new HAMP programs, including 
the Principal Reduction and Foreclosure Alternatives Program, it 
would be important to develop sufficient capacity to establish 
meaningful performance measures and make appropriate risk as-
sessments. 

In our ongoing work, we find that these newer efforts, along with 
the second lien program, have gotten off to a slow start with lim-
ited activity reported to date. The slow pace was due to several rea-
sons and Treasury has taken steps to address many, but the poten-
tial effects of these changes remain to be seen. We believe there is 
more that Treasury could do. Treasury could do more to ensure 
that servicers have capacity to undertake these added responsibil-
ities. Treasury could also do more to establish goals and effect the 
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performance measures for these programs as we recommended last 
June. 

Finally, to better understand the outcome for borrowers that 
HAMP was unable to help, we surveyed six large HAMP servicers. 
We found that borrowers denied HAMP modifications most often 
became current at the time of our survey. Those who fell out of 
modification most often were in the process of or had received a 
proprietary modification. 

And those borrowers who defaulted on permanent modifications 
most often were in the process of foreclosure. Going forward, it will 
be important to understand what explains borrower outcomes from 
foreclosure mitigation efforts. And here again, we think there is 
more the Treasury can do to more clearly understand the final dis-
position of borrowers who fall out of the HAMP program. 

In summary, Madam Chairwoman, the Treasury’s HAMP pro-
gram has not lived up to expectations. It has helped fewer persons 
than it had initially promised, and more announced programs have 
had limited activity. We continue to find that Treasury could do 
more to bolster program accountability and transparency. 

Treasury can begin by understanding better the capacity of serv-
ices to undertake, additional responsibilities for delivering recently 
implemented programs. It could specify what outcomes it expects 
of these programs. It could also do more to hold servicers account-
able by establishing clear goals and performance benchmarks. 

This concludes my opening remarks. Thank you again for the op-
portunity to appear before you today. 

[The prepared statement of Mr. Scire can be found on page 59 
of the appendix.] 

Chairwoman BIGGERT. Yes. Thank you very much. 
This committee will recess until we return immediately after 

Floor votes. I wouldn’t give up your seats. 
[recess] 
Chairwoman BIGGERT. The hearing will come to order. 
We have one more witness, Ms. Katie Jones, professional analyst. 

You are recognized for 5 minutes. 

STATEMENT OF KATIE JONES, ANALYST IN HOUSING POLICY, 
CONGRESSIONAL RESEARCH SERVICE (CRS) 

Ms. JONES. Chairwoman Biggert, Ranking Member Gutierrez, 
and members of the subcommittee, I am honored to be here today. 
My name is Katie Jones and I am an analyst at the Congressional 
Research Service. As requested by the subcommittee, my testimony 
will provide dot-com information and performance and funding 
metrics on the Home Affordable Modification Program, or HAMP, 
the FHA Short Refinance Program, the Interagency Homeowners 
Own Program, and the Neighborhood Stabilization Program. 

Since CRS does not collect independently collect data, the num-
bers provided in my testimony come from data that are made pub-
licly available by the administering agencies or other Federal enti-
ties. 

My testimony today highlights information that is discussed in 
two CRS reports, written by myself and my colleagues, both of 
which I have included for the record. CRS has not performed addi-
tional analyses specifically for this hearing. As is our policy, CRS 
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takes no position on these legislative proposals or on the initiatives 
themselves. 

The first initiative that I will discuss is HAMP, which was estab-
lished by the Administration using TARP funds. HAMP became ac-
tive in March 2009 and currently has an end date for entering into 
new modifications of December 31, 2012. HAMP provides financial 
incentives to facilitate mortgage modifications that lower bor-
rowers’ monthly mortgage payments to no more than 31 percent of 
their monthly income. Borrowers first enter into a trial modifica-
tion, which is supposed to become a permanent modification as bor-
rowers make all of their trial period payments on time. 

The incentive payments provided by the Federal Government are 
offered for permanent modifications. Treasury was designated 
nearly $30 billion in TARP funds for HAMP and its related initia-
tives. As of February 25, 2011, just over $1 billion has been dis-
persed. In addition to the TARP funds, Fannie Mae and Freddie 
Mac will provide up to $25 billion for the cost of modifying mort-
gages that they own or guarantee. 

Under the HAMP incentive structure, some of the incentives are 
designed to be paid based on the future performance of the modi-
fications. For this reason, Treasury may continue to have a contrac-
tual obligation to pay servicers for their past performance under, 
or reliance on, the HAMP program, even if the program were to be 
terminated before its currently scheduled end date. 

In public announcements when HAMP began, Treasury esti-
mated that HAMP could reach between 3 million and 4 million 
homeowners. As of Treasury’s most recent report, which just came 
out today, there were almost 540,000 permanent active HAMP 
modifications, and about another 145,000 modifications were in the 
trial period, for a total of nearly 685,000 active modifications. 

At the same time, over 800,000 modifications have been canceled 
since the start of the program. Most of these were trial modifica-
tions that never converted to permanent status. Nearly 54 percent 
of the active modifications are GSE loans, so the cost of modifying 
these loans come from the GSEs, rather than TARP funds. 

The next initiative I will discuss is the FHA Short Refinance Pro-
gram, which was also established by the Administration using 
TARP funds. It allows certain homeowners who are current on 
their mortgage payment, but owe more than their homes are worth, 
to refinance into new mortgages insured by FHA if the original 
mortgage lender agrees to write down the principal balance by a 
certain amount. The program was announced in March 2010 and 
became effective on September 7, 2010. 

Currently, borrowers can refinance through the program until 
December 31, 2012. Treasury has designated up to $8 billion in 
TARP funds for the FHA Short Refinance Program to cover a por-
tion of expected losses through the program. As of the January 
2011 FHA report, 40 loans have refinanced through the program. 

The next program that I will discuss, the Emergency Home-
owners Loan Program, was established by Congress in the Dodd- 
Frank Wall Street Reform and Consumer Protection Act. That leg-
islation also provided up to $1 billion in mandatory funding to 
HUD to administer the program. 
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Through the program, HUD will provide short-term zero interest 
subordinate loans to some homeowners who meet certain eligibility 
criteria and who experienced a reduction in income due to unem-
ployment or underemployment to help cover the cost of their mort-
gage payment. HUD will forgive the subordinate loan entirely after 
5 years if the borrowers meet certain conditions. 

HUD has allocated $1 billion in funding under this program to 
the 32 States and Puerto Rico that are not eligible to receive fund-
ing under Treasury’s hardest-hit funds. The program is expected to 
begin taking applications this spring. Since the program is not yet 
taking applications, no funds have been dispersed to borrowers to 
date. By statute, no new loan agreements with borrowers can be 
entered into after September 30, 2011. 

Finally, Congress established the Neighborhood Stabilization 
Program in the Housing and Economic Recovery Act of 2008 to pro-
vide funds to States and local communities to purchase and rede-
velop foreclosed or abandoned properties. Congress subsequently 
provided two additional rounds of funding for the programs. These 
components of NSP are identified as NSP1, NSP2, and NSP3, re-
spectively. Unlike the other programs I have discussed, NSP is not 
designed to prevent foreclosures, but rather, to help communities 
deal with the aftermath of foreclosures. 

NSP1 and NSP3 funds were awarded by formula, while NSP2 
funds were awarded competitively. To date, HUD data show that 
NSP funds have principally been used for acquisition and residen-
tial rehabilitation activities. As of January 13, 2011, HUD reported 
that NSP1’s grantees have completed nearly 20,000 units. HUD an-
nounced 283 NSP3 grantees on September 8, 2010. These grantees 
were required to submit their action plans to HUD by March 1, 
2011, and HUD is expected to award these funds shortly. 

Thank you. 
[The prepared statement of Ms. Jones can be found on page 37 

of the appendix.] 
Chairwoman BIGGERT. Thank you very much. We will now pro-

ceed to questions. And members are limited to 5 minutes, as well. 
So I will start the questioning, but first I would like to enter into 

the record, without objection, a number of written testimonies and 
letters: first, the testimony from Kelly William Cobb on behalf of 
Americans for Taxpayer Reform; second, testimony from Mark A. 
Calabria on behalf of the Cato Institute; third, the March 1, 2011, 
letter from the National Foreclosure Prevention and Neighborhood 
Stabilization Task Force; fourth, a March 1, 2011, Washington 
Times article entitled, ‘‘Obama’s Helping Hand Hoodwinked Home-
owners’’; fifth, testimony from Satya Solomon and Anthony Sanders 
at the Mercatus Center at George Mason University; sixth, testi-
mony from the U.S. Treasury Department; and seventh, a March 
2, 2011, Wall Street Journal article entitled, ‘‘Housing Market Mas-
ochism.’’ 

My first question is to all the witnesses—the Administration has 
noted that 4.1 million distressed homeowners have received mort-
gage assistance since April 2009. However, according to the testi-
mony that this subcommittee received on February 15th, around 
3.5 million of these mortgage modifications were completed without 
any government program and no taxpayer assistance. Meanwhile, 
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about 580,000 programs were completed through a government 
program. 

So why is the Administration providing help to these programs 
when the majority of the modifications were made through efforts 
of the private sector? 

Would anybody care to address that? 
Ms. JONES. Chairwoman Biggert, while HAMP is not directly 

under my authority or HUD’s authority, I would articulate it in a 
couple of fashions. 

First of all, by previous testimony before the House Financial 
Services Committee, under the previous Congress, the two heads of 
the mortgage businesses were Bank of America and Wells Fargo, 
as an example, highlighted the fact that HAMP really created the 
blueprint for all other modification programs that have been imple-
mented in this country, that they had seen, that they implemented 
in their institutions, being the largest institutions in the market. 

So clearly, the tangible value of creating something in an envi-
ronment that we had never experienced before started with HAMP 
and allowed the private sector to ultimately model after the HAMP 
program. 

The interesting variable, however, and difference—and this 
comes from the OCC, who has stated that the HAMP program 
clearly is more effective than what they have seen in private modi-
fications. 

Just to give a couple of examples, the median savings on a 
monthly basis for borrowers from HAMP is $527 a month versus 
$337 to the OCC review of private modifications. 

And also the other variable is, if you look at redefault rates, 
which I think reflects the sustainability of the HAMP program, the 
redefault rates for the OCC review is about 19 percent after a bor-
rower is 60 days late after 6 months in the program. 

And HAMP redefault rates are 10.7 percent after 6 months. 
So, while the numbers have clearly been smaller and the total 

numbers are counted in the scorecard, there is absolutely unequivo-
cal support, both from the private sector and in—and results that 
the HAMP program clearly was the model by which others fol-
lowed, and that the HAMP performance of borrowers in the HAMP 
program exceeds those in the private sector. 

Chairwoman BIGGERT. But besides the data that we have gotten 
from Federal oversight entities, this is something that my constitu-
ents have come in to see me about because they wrote seeking a 
mortgage modification under the HAMP program. 

And so they were told, just while you are waiting, it is going to 
take us 3 months or so to go through this—pay the lower amount, 
starting now, and then you will continue when there is a loan 
modification. 

What happened to them is that then some of them were told that 
they weren’t qualified to do it. And so please pay us back, back to 
the rate that you were paying plus a penalty. 

And I think the penalty is what really got these people, and par-
ticularly somebody who is in that place where they weren’t able to 
make the payments, which is why they sought the modification. 

VerDate Nov 24 2008 17:40 May 31, 2011 Jkt 065670 PO 00000 Frm 00018 Fmt 6633 Sfmt 6633 K:\DOCS\65670.TXT TERRIE



13 

And so it is—most of them went into foreclosure and lost their 
homes. And I think that is kind of a false hope to have people do 
that and then they are not able to fulfill— 

Mr. SCIRE. If I could— 
Chairwoman BIGGERT. Yes, Mr. Scire, I know that you have had 

some dealings with this. If you would comment on that, please. 
Mr. SCIRE. For a borrower in that kind of situation, the servicer 

is required to first consider them for the HAMP program. So a 
servicer should not be telling a borrower and trying to move them 
into the proprietary without first full consideration for the HAMP 
program. 

I would also point out that the proprietary modifications gen-
erally will have different terms, which I think the Commissioner 
was hinting at, than the HAMP program. 

So you are not going to get as generous a modification on the 
proprietary program, generally. 

Chairwoman BIGGERT. Okay. 
Could you maybe—what are the characteristics of borrowers who 

have redefaulted or were canceled? What did you see as far as peo-
ple who thought that they could do this and then couldn’t make the 
mortgage payments? 

Mr. SCIRE. For those who redefaulted, just like those who did 
not, they tended to have higher back-end DTI, for example. They 
tended to have lower FICO scores. 

So they generally were more risky borrowers, if you will, those 
who got through HAMP and then redefaulted. 

We did some other analysis where we are looking at what be-
came of them. And there we also see those who redefault more 
often end up in foreclosure. 

Chairwoman BIGGERT. Thank you. My time has expired. 
I turn to the ranking member, Mr. Gutierrez— 
Mr. GUTIERREZ. Thank you very much. 
First of all, welcome to all of you. I want to express, first of all, 

my apologies, because I really feel that this room and this venue 
is really inadequate, especially for the seriousness of the issue. 

There are people outside who can’t get in. I have had difficulty 
listening to people as they have given testimony. 

I hope that in the future we would use a venue that is appro-
priate to the importance and the substance of the issue that we are 
discussing here today. 

And because I—just to be quick about something, I don’t think, 
really gives value to the importance of people losing their homes 
and communities being destroyed and stripped apart across Amer-
ica. 

Now as one who voted for TARP reluctantly, for over $700 billion 
in order to save the financial markets of the United States of 
America so that one day we could have some stability in our econ-
omy again, and it just seems to me, Madam Chairwoman, that in 
the last 2 years, the markets, the S&P is up 50 percent. 

Pretty good if you are in the market. Goldman Sachs and the 
others are handing out bonuses once again to themselves. They are 
doing well and prospering. 

We see that the money that we invested in our financial institu-
tions that was largely due to their own greed, to their own mis-
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takes, that we, the American public and American taxpayers put 
in to save them, they are doing well. 

And what is the thank you we get? I think most of the American 
people, Madam Chairwoman, are saying, once again, they did well. 
And we get the short end of the stick because people aren’t getting 
back into their homes. 

Now, I want to thank—I can’t say your name, I am sorry. 
Mr. BAROFSKY. ‘‘Barofsky.’’ 
Mr. GUTIERREZ. Mr. Barofsky—I apologize. 
Mr. BAROFSKY. I think I mispronounced your name at the begin-

ning as well, so— 
Mr. GUTIERREZ. But I want to thank you for your service. I want 

to thank you for your testimony. You will be missed in this process. 
And so I want to thank you for coming, and I just want to kind 
of part from where you are at. I agree. 

They need to set standards and that is our responsibility and our 
obligation. I won’t do that here in this— 

I have other avenues and other opportunities in which to seek re-
dress on that issue, and I will do that, at that appropriate—be-
cause I don’t believe we should be discussing eliminating this pro-
gram. 

I think we should be discussing how we improve this program 
and how we expand the opportunity to Americans. And I say that 
on the basis of, God, the other side did really well. 

We came at a moment of crisis and we saved them from them-
selves and their own mistakes. 

And now those who are suffering the most, the homeowners, 
given the collapse of this bubble of our real estate, we should be 
there, 540,000 is not enough. We put $50 billion into this program. 

It was a key cornerstone to getting Democrats or people on this 
side of the aisle to accept and to support a Republican President 
and a Republican Secretary of the Treasury. That is bipartisanship. 

And what does a Democrat say and those who want it say? 
We want some help for American men and women not to lose 

their most precious asset, the thing in which they have most of 
their equity and most of their savings and most of their future, 
their homes. 

And now we are talking about stopping that from happening? I 
say shame on us if we give the Goldman Sachs of the world and 
we give all the investment bankers on Wall Street—and they are 
up 50 percent, ladies and gentlemen. 

Some of them are up even more, billions of dollars in their pock-
ets. And we are going to strip the ability of American homeowners 
to obtain and stay in their homes. 

I don’t think that is the America that I came to represent in the 
Congress of the United States, and that is why I will continue to 
oppose legislation that stops— 

I say let’s fix it, but let’s not strip the program. It still has valu-
able goals, and I think we can reengineer and we can remodify the 
modifications so that people can stay in their homes. 

That is certainly something that I am going to continue to at-
tempt to champion here in the Congress of the United States. And 
I thank the chairwoman for the— 
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Chairwoman BIGGERT. And I thank the ranking member. This 
venue is very inadequate, as we see with everybody sitting here 
and standing here. 

Be that as it may, we are here. And I would recognize the gen-
tleman from Illinois, Mr. Dold, for 5 minutes. 

Mr. DOLD. Thank you, Madam Chairwoman. 
I appreciate it and I want to thank you all for taking the time 

to come. And I also want to apologize to those who are here. It is 
a little warm as well. So we appreciate that. 

But I am delighted to know that it is getting picked up and hope-
fully many others will have the opportunity to see what we are 
talking about here today, because it is very important. 

A couple things that I wanted to go over—and, really, the line 
of questioning I am going to focus on is going to be on the refinance 
program. 

I know that, Secretary Marquez, you had talked about earlier, in 
your opening statement, that funds have been well-managed. And 
certainly, I would like to go into a little bit about the refinance, in 
terms of resources that have been spent on it, versus the number 
of refinances that have actually happened. 

So would you say that, with regard to the FHA refinance pro-
gram, the funds have been well-managed? 

Ms. MARQUEZ. On that, I will have to defer to my colleague, Dave 
Stevens, the FHA Commissioner. 

Mr. DOLD. Okay. 
Ms. MARQUEZ. I run the NSP program. 
Mr. DOLD. I understand, but I am just saying, if you—we are 

talking about several programs. I will direct it over to the Sec-
retary in a second, but—so you are not really familiar with that 
specific— 

Ms. MARQUEZ. That is not in my portfolio. 
Mr. DOLD. Okay. I will then go over to Secretary Stevens. Can 

you tell me if you believe those funds have been well-managed? 
Mr. STEVENS. Yes, no funds have been spent, Congressman. The 

funds were there for covering potential losses in the event of ulti-
mate default, and no money has been spent out of those monies at 
this point. 

Mr. DOLD. So is the information that I am receiving with regard 
to—I have been told that we have, through TARP, approximately 
$50 million that has been disbursed. Is that incorrect, out of the 
8-plus billion? 

Mr. STEVENS. That is incorrect. Not all of that was for the FHA 
short refinance program. But just—if I could clarify because I 
think— 

Mr. DOLD. Please. 
Mr. STEVENS. —it is an important question. The program, FHA 

short refi is part of kind of a mosaic of offerings that have been 
created by the Administration. And this was created later in the 
process to deal primarily with negative equity. 

If you think about HAMP, for example, HAMP was an early cre-
ation to deal with borrowers who have been put into subprime 
loans and alternative products that they never should have been 
put in, in the first place, and that was meant to modify their pay-
ments downward. 
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As the recession moved forward over the last couple of years, 
those problems transgressed into areas that were specifically re-
lated to negative equity and unemployment. 

The short refi program, which was only actually implemented in 
the late fall of last year, is still being operationalized by a number 
of institutions to get it into the market. In fact, this week alone it 
has been reported that Wells Fargo, GMAC/Ally, Citi, and other 
major institutions have stated publicly that they are just in the 
process of implementing pilots to roll out the short refinance pro-
gram. 

The monies that were allocated were designed to protect the fund 
going out past 2020, in the event of losses that might be incurred 
from FHA short refis that would be originated to protect the tax-
payer—protect the fund itself from being at risk. 

So, at this point, no funds have been expended whatsoever. 
Mr. DOLD. If I can, do you have a response to that, in terms of 

funds from TARP that have been allocated? 
Mr. BAROFSKY. There has been a significant obligation toward 

the short refi program, but because there have been only a small 
handful of actual refinances, none of which have defaulted yet, 
there has been no real expenditure of money. The expenditure will 
occur if the program is successful. 

And if there are refinances and then there are problems with 
those refinances, that is when the TARP money kicks in, either as 
the guarantee, on one end, for failures, where TARP has the first 
loss position. And then secondly, there is an additional $2.5 billion 
that is allocated to help extinguish or modify second liens associ-
ated with this program. But to date, nothing has really happened, 
from a TARP perspective, on the short refi program. 

Mr. DOLD. How long has the program been operational? 
Mr. STEVENS. Again, Congressman, the program was—this was 

a later addition to deal with the economy. It was fully rolled out 
in November of last year. 

Mr. DOLD. And how many— 
Mr. STEVENS. And institutions were able to offer it from that, 

from November. And just to be clear, each of these institutions had 
to evaluate their portfolios. It was optional for investors to decide 
whether to write down. They had to create systems and we are just 
seeing those institutions begin to operationalize this now as we 
speak. 

Mr. DOLD. I appreciate that. And one of the things that, at least, 
that—$50 million that has at least been put into the initial kitty. 
We have under 40 loans thus far, since September 2010, which 
may have been its inception, but maybe fully rolled out in Novem-
ber. 

Still, we have seen 39. We have $50 million allocated if it goes 
well. And we have, I think—correct me if I am wrong—a little bit 
over $8 billion is what is totally allocated in there? 

Mr. BAROFSKY. Well, yes. For this particular program, it is really 
almost a total of $10 billion of TARP funds that are allocated. The 
additional funds that you are referring to from that are dedicated 
to other TARP modification programs like the HAMP program. 
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Mr. DOLD. And since my time is really running out, just one last 
question. So homeowners can’t participate unless the senior lender 
will reduce their principal by at least 10 percent? 

Mr. BAROFSKY. That is correct. 
Mr. DOLD. Is that correct? So principal lenders on performing 

loans will have to agree to reduce the principal by 10 percent in 
the private sector? 

Mr. BAROFSKY. Absolutely, yes. 
Mr. DOLD. Do you anticipate that there are going to be many 

who are going to flee to this program, that this was going to be a 
good idea? 

Mr. STEVENS. We were always very clear from the beginning to 
understate the numbers. And while it started off slow, I will tell 
you that, in the first few months, we have 245 applications in proc-
ess. It exceeds what HOPE for Homeowners did in 3 years. 

By no means are we touting success, but these are complex pro-
grams to implement. If you read any of the news this week, three 
major national institutions announced that they are going to be 
doing pilots with the short refinance program. 

I do not expect large numbers. And I think that is an absolute 
concern. Because it is voluntary on the part of these servicers to 
participate, with the investors that hold those mortgages. 

Mr. DOLD. My time has expired. I would like, out of the 240 that 
you have in process, how many do you anticipate will actually 
make it through? 

Mr. STEVENS. Two hundred and forty loans is a very low number. 
Mr. DOLD. I understand. 
Mr. STEVENS. And I can’t estimate exactly what would go 

through. I will tell you this, that of the loans that have been fi-
nanced already, the average write-down was $77,000. The average 
loan-to-value is 90 percent. And the average FICO score is 711. 

So these are—I actually anticipate, if the sample were to keep 
like that, and as institutions implement the program, it will be see-
ing significant write-downs. And these loans will be very sustain-
able, exceeding what we expected from a risk factor, which would 
mean that the TARP allocation would be underutilized in that 
process. 

But it is very early in the stage to be evaluating the program, 
since it was just literally implemented over the past few months. 

Mr. DOLD. Thank you. 
Chairwoman BIGGERT. The gentleman’s time has expired. The 

gentleman from North Carolina, Mr. McHenry, is recognized. 
Mr. MCHENRY. I thank the Chair. And thank you for your leader-

ship on this. 
And I am glad everyone is able to get into this little table to-

gether and share this space. But to you, Commissioner Stevens, 
thank you for coming back. 

I wish that Treasury was here with you. However, we were in-
formed by Treasury that they would prefer a 2-week notification. 
And so I am sorry this burden falls to you, and I would hope that 
you would encourage Mr. Massad to come forward, rather than let 
you answer these questions that are very pressing. 

Under the HAMP program, under the status quo, how many per-
manent modifications do you foresee actually happening? 
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Mr. STEVENS. Congressman, I do apologize that I am not the 
HAMP expert here at the table. And I encourage you to commu-
nicate with that office. I think—let me give you some estimates 
that I have heard, and I would be glad to share those with you. 
So we have 540,000 permanent modifications now. We have 
150,000 families who are in trial modifications. And we just an-
nounced, I think, another 27,000 new permanent modifications. 

The numbers are definitely smaller than what was originally ex-
pected from the HAMP— 

Mr. MCHENRY. Do you have an estimate? 
Mr. STEVENS. The current expected population that, on a pro 

forma basis, looking forward at this point, looks to be about 1.4 
million to 1.5 million families— 

Mr. MCHENRY. On the HAMP Web site, it still says 3 million to 
4 million. 

Mr. STEVENS. And again, I can’t answer for the HAMP Web site. 
I— 

[laughter] 
I apologize. That is managed by a different department, and— 
Mr. MCHENRY. Sure, okay. But in your discussions in the Admin-

istration, you think 1.4 is—okay. 
Now, how many permanent modifications do you foresee? 
Mr. STEVENS. Okay, so the 3 million to 4 million on the Web site, 

if I could just clarify, is an estimate of all modifications that will 
occur. That includes the HAMP modifications, FHA’s modifications, 
and the HOPE for Homeowners modifications. 

Mr. MCHENRY. Wow. This is very different than what was said 
in March of 2009 when this program began. 

Mr. Barofsky, is the 3 million to 4 million under the HAMP pro-
gram—was that the original goal set forward, if you recall? 

Mr. BAROFSKY. Three million to four million was what was origi-
nally intended and announced as the number of sustained perma-
nent mortgage modifications that would come under that program, 
that would be funded by HAMP, provided by HAMP. And even Sec-
retary Geithner now acknowledges that we are going to come abso-
lutely nowhere close to that number. 

Mr. MCHENRY. Okay. Do you foresee seeing a sustainable modi-
fication, basically what is also termed a permanent modification? 

Mr. BAROFSKY. It is somewhat shameful that at this point, here 
we are in March 2011 and the Treasury Department will, in one 
breath, say that we know the number is not going to be anywhere 
close to what we originally said it would be, and then in the second 
breath, refuse—this is such a basic failure in transparency, to 
refuse to tell SIGTARP, to tell GAO, to tell the Congressional Over-
sight Panel, to tell you what their expectation is as to the total 
numbers that are going to receive permanent modification. 

All we have is an estimate, the best estimate from the Congres-
sional Oversight Panel, of $700,000 to $800,000, and Treasury, in 
its admission to Congress, saying, maybe that number is right or 
maybe it is going to be double that number. 

And that is the exact opposite of transparency. It evades account-
ability. And it is trying to cover up a program that is clearly a fail-
ure. 

Mr. MCHENRY. Failure? 
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Mr. BAROFSKY. Failure. 
Mr. MCHENRY. Mr. Stevens, do you contend that is accurate or 

inaccurate? 
Mr. STEVENS. Again, I am just going to—Congressman, I think 

it is an important question. I understand the debate. Without ques-
tion, the HAMP numbers have not been what was originally fore-
cast. Again, it is not—I am a member of the Housing and Urban 
Development. We are clearly very concerned about all the programs 
that are trying to be implemented. 

I would say this, and I think it is important. I have been in this 
housing finance industry for 3 decades. We have never been 
through an environment like this in history. These programs were 
developed and created— 

Mr. MCHENRY. Sure, but— 
Mr. STEVENS. —in an environment that had never been created 

before. 
Mr. MCHENRY. —we are 2 years in on this, and I realize— 
Mr. STEVENS. So we are 2 years in, but I would just say, Con-

gressman, that—and I refer back to testimony stated by Barbara 
Desoer of Bank of America, Mike Heid of Wells Fargo, the two— 
the presidents of each of those respective mortgage institutions. 
They would have no modification in their testimony that this pro-
gram was the blueprint for it. 

So while the numbers— 
Mr. MCHENRY. So the blueprint for it—have they done more or 

less, in terms of permanent modifications, than HAMP? 
Mr. STEVENS. They— 
Mr. MCHENRY. More or less? 
Mr. STEVENS. They have done more. 
Mr. MCHENRY. More? So at lower— 
Mr. STEVENS. But at lower payments and higher redefault rates? 
Mr. MCHENRY. Right. But they have helped more people. 
Mr. STEVENS. Lower payment reduction, excuse me. 
Mr. MCHENRY. They have helped more people? Is that what you 

are testifying to? 
Mr. STEVENS. I hope they— 
Mr. MCHENRY. Because that is the number that I have, as well. 
Mr. STEVENS. I would be hopeful that they helped vastly more 

people considering it is the servicers and originators in this country 
that originated the products that ultimately went in default. And 
if they can do it without taxpayer support, that would be all the 
better. 

Mr. MCHENRY. What we get down to is this is about people and 
the harm that HAMP is giving—the harm that HAMP is doing to 
people. And it is their government with their tax dollars doing ac-
tive harm, based on the analysis we have had, by stringing people 
out, putting them more upside down in their payment, taking every 
bit of savings that they can get out of these people, and still taking 
their homes. 

Chairwoman BIGGERT. The gentleman’s time has expired. 
The gentleman from California, Mr. Miller. Oh, I am sorry, I am 

so sorry, the gentlelady from California. 
Ms. WATERS. Oh, thank you very much, Madam Chairwoman. 

And I am sorry I was a little bit late coming in. 

VerDate Nov 24 2008 17:40 May 31, 2011 Jkt 065670 PO 00000 Frm 00025 Fmt 6633 Sfmt 6633 K:\DOCS\65670.TXT TERRIE



20 

But let me just say from the onset that I have had a hand in 
helping to develop some of the programs that are being questioned 
here and are set for ending. I don’t want to talk a lot about the 
HAMP program because I think we all agree that there were weak-
nesses in the HAMP program, that there are ways by which it 
could have been strengthened, and it did not do everything that it 
should do. 

But I am not willing to talk about eliminating the opportunity 
for some people to get a loan modification by not replacing HAMP 
with something. And for those people who are talking about getting 
rid of all these programs and they come with no programs or pro-
posals to help working people, to help Americans who are in trou-
ble, to help many Americans who are in trouble having defaulted 
or in foreclosure or threatened to be in foreclosure, not because 
they are bad citizens. 

And I will say it over and over again, millions of Americans 
didn’t all of a sudden become bad citizens not paying their debts. 
Something went wrong. 

And we know what went wrong. What went wrong was there 
were exotic products that were placed on the market, that were not 
regulated. There were products that were placed on the market 
such as no-doc loans, and these loans that are resetting, loans 
that—teaser loans that got people in for a little amount of money. 
So we owe it to the people to try and be of assistance because we 
didn’t do what we should have done in order to do the kind of regu-
lation that will protect them from all of these fraudulent practices 
that were out there. 

Having said that, let us take a look at the NSP program. Now, 
to get rid of NSP is going backwards. NSP is the Neighborhood 
Stabilization Program that goes into these communities where you 
have all of these boarded-up properties that have been foreclosed 
on, driving down the value of homes that are being kept up in the 
neighborhood, increasing the cost to the cities for fire, fire depart-
ments and police departments, who now have to take care of the 
crime that is going on in these vacant properties, weeds growing 
up. 

And not only is it a good program, to help stabilize the neighbor-
hoods, and to make sure that we retain the value, it is a program 
that creates jobs. It is jobs intensive. 

In order to rehab these houses and to put them back on the mar-
kets, we employ a lot of people. We employ the contractors. We get 
the Realtors involved. We get the title people involved. We get sub-
contractors involved. It goes on and on and on. It is job producing. 

When there are estimates that talk about some of these cuts and 
how they are going to cause the loss of jobs, it is true. You can ab-
solutely see it in something like NSP. 

Many of the people who are talking about getting rid of NSP 
don’t even know what NSP is. They are simply talking about slash 
and burn. 

And so I helped to create NSP. I believe in it. Communities want 
it. It is being implemented well. The HUD took a look from the 
very beginning at how it is being implemented and moved quickly 
to strengthen it. 
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And now, cities and towns love it. They are doing a good job with 
it. 

And I don’t have any questions. I just have a lot to say. 
Not only is this program good for the city, some people think, oh, 

this is just—this is for rural areas, this is for suburban areas, this 
is for everybody. So I don’t want anybody to be mistaken to think, 
oh, this is just something for some of those cities that got in trou-
ble. No, this is a good American program. It should not be cut. 

And I don’t know what else you can say to help educate all of 
the Members of Congress about the value of NSP, but ask them to 
go back to their cities and talk with their mayors and talk with 
people about NSP that they want to cut and see what kind of re-
sponse they get. 

With that, I yield back the balance of my time. 
Chairwoman BIGGERT. The gentlelady yields back. 
Mr. GUTIERREZ. Madam Chairwoman, may I ask unanimous con-

sent that Congressman Green, a member of the full committee— 
when everyone on the subcommittee has been given an oppor-
tunity, be allowed to ask questions? 

Chairwoman BIGGERT. Without objection, it is so ordered. 
Mr. GUTIERREZ. And I ask unanimous consent that we insert a 

letter to both you, Madam Chairwoman, and me about the Neigh-
borhood Stabilization Program from the National Association of 
Counties, National League of Cities, and U.S. Conference of Mayors 
in the record. 

Chairwoman BIGGERT. Without objection, it is so ordered. 
Mr. GUTIERREZ. Thank you, Madam Chairwoman. 
Chairwoman BIGGERT. The gentleman from California, Mr. Mil-

ler. 
Mr. MILLER OF CALIFORNIA. I have enjoyed a lot of the com-

ments. I will go back in history to say Ms. Waters remembers me 
introducing language on predatory lending versus subprime prob-
ably 6 times. We got it to the Senate, and Senate Democrats fili-
bustered it every time. We started in 2002. Had we done that, per-
haps Countrywide and others would not have done what they did 
and ruined the marketplace. 

Also, there were comments on the monies lent to banks in TARP 
I that was under a House and Senate controlled by Democrats. It 
was a bipartisan bill. The money lent to the banks was repaid. 
That also should be stated. 

The problem I have today is Freddie and Fannie are in serious 
trouble and this Administration is charging them 10 percent inter-
est for funds to keep them going. That is abhorrent. Ten percent 
interest. 

So if we want to put the facts on the table here, let’s put all the 
facts on the table. 

My good friend Maxine talked about the Neighborhood Stabiliza-
tion Program. The problem I have with it is the equitable allocation 
I think is absolutely questionable: Los Angeles County in NSP 1, 
2, and 3 got $26.5 million; San Bernardino County got $33.2 mil-
lion; and Orange County got $4.3 million. 

Neighborhood Lending Partners, Inc., got $50 million. I don’t 
know who they are. The Community Builders, Inc., got $78.6 mil-
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lion. Chicanos por la Causa, Inc., got $137 million, $137 million. I 
don’t know who they are. 

The Inspector General of HUD already identified numerous mis-
uses of NSP money at the State level and the Government Account-
ability Office has questioned the information system in place that 
HUD used to track the money. There is very little hard evidence 
on whether the funds are being used by the recipients in a cost- 
efficient manner. 

I guess the question I have is, the new proposed budget deficit 
is $1.6 trillion. This program is allocated for $7 billion. Is there any 
mechanism that requires repayment of these funds to the Federal 
Government? Can anybody answer that? 

Ms. MARQUEZ. These are grant funds. 
Mr. MILLER OF CALIFORNIA. They are grant funds to be repaid 

to the groups who buy the houses, rehab the houses, and sell the 
houses. So what we are saying is, we are giving $7 billion of tax-
payers’ money to groups and organizations out here and to cities 
and none of it comes back to the Federal Government? 

Ms. MARQUEZ. The money is going to homeowners and to Amer-
ican citizens. 

Mr. MILLER OF CALIFORNIA. There is a repayment of the funds 
to the group. So you are telling me if a group buys a foreclosed 
home and they rehab the home, they just give the house away? 

Ms. MARQUEZ. I would be happy to discuss it. 
Mr. MILLER OF CALIFORNIA. Yes. 
Ms. MARQUEZ. The NSP program is in three phases. The for-

mulas you speak about, formula program in NSP1 and in NSP3, 
as—spoke about, are done by formula. It takes into account— 

Mr. MILLER OF CALIFORNIA. That is not the question. I have 
talked about that. Where does the money go when it is repaid? Is 
this just a gift? 

Ms. MARQUEZ. When the money is repaid, it is calculated the 
way other community development programs are done. In fact, it 
mirrors the CDBG program, which uses it as program income. So, 
for instance— 

Mr. MILLER OF CALIFORNIA. But wait a minute. We don’t give 
CDBG program money to—we didn’t give $50 million to Neighbor-
hood Lending Partners, we did not give $78 million to Community 
Builders, we did not give $137 million Chicanos por la Causa, Inc. 

Ms. MARQUEZ. In fact, sir, I guess I would say that we allocate 
money through communities, like NSP does with CDBG. CDBG 
does the same thing, we allocate to the grantees and the grantees 
have the discretion and the flexibility to then grant funds or lend 
funds to various sub-recipients. 

It is probably true that if I were to check the records, I am pretty 
sure the Community Builders actually does receive money from 
CDBG from various States. And in fact, Chicanos por la Causa or 
these different groups run them through NSP2 and they are na-
tional groups. So they are doing work in multiple States. 

So what they are doing is all throughout the country. Chicanos 
por la Causa— 

Mr. MILLER OF CALIFORNIA. But there is a big difference between 
taking and making sure boarded-up houses are off the marketplace, 
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rehabbed and sold, putting new people in there, then just giving $7 
billion worth of government funds away. 

And that is what we are doing, we are giving $7 billion worth 
of taxpayer dollars away to groups and organizations and there is 
no requirement for repayment. But in the bill, there is an oppor-
tunity for them to buy the property and sell the property. And the 
money goes back to them. It goes back to them. Mr. Stevens, do 
you have anything to add to that? 

Mr. STEVENS. Congressman, I—under my authority, it is Assist-
ant Secretary Marquez. 

Mr. MILLER OF CALIFORNIA. I think it is a huge, enormous waste 
of taxpayer dollars to put $7 billion out there, giving some—they 
can say nonprofits, whatever you want to call it, the opportunity 
to receive the funds. I don’t think there is adequate oversight over 
those funds, and if they sell the property to take the funds back 
and keep those funds. 

A program like this should have been used for the purpose of 
making sure that foreclosed properties were taken off the market, 
if that was the intent, rehab them, sell them, then the money 
comes back to the Federal Government. But this government has 
to stop giving the taxpayers’ monies away like we are today. We 
don’t have $7 billion to keep throwing out there today. We just 
don’t have it. 

And if we are going to do something like this, it should be done 
in the form of a loan basis, not a grant, and especially when I don’t 
think the grant was equitably distributed to the different groups 
out there. 

I yield back. 
Chairwoman BIGGERT. The gentleman yields back. 
The gentleman from Virginia, Mr. Hurt, is recognized. 
Mr. HURT. Thank you, Madam Chairwoman. 
Welcome, to all of the witnesses. 
Mr. Barofsky, are you familiar with an article that was written 

in The Washington Times this morning that talked about a survey 
that was conducted by a group called ProPublica? 

Mr. BAROFSKY. I haven’t read The Washington Times article. I 
am familiar with ProPublica’s survey they did of HAMP recipients. 
Is that— 

Mr. HURT. That is the one—that is the subject that I am talking 
about. 

Mr. BAROFSKY. Oh, no, absolutely. We actually cited to it in 
our—one of our most recent quarterly reports. 

Mr. HURT. Okay. And what was remarkable to me was their pro-
jection that during the progress of the HAMP program, that recipi-
ents were told to fall behind in order to qualify for the HAMP help. 

Based on their calculations, they figured that 500,000 of those 
who received the HAMP program assistance actually were told 
that. 

I wondered if you would comment on that and surmise as to 
whether or not you think that estimate is correct. 

Mr. BAROFSKY. I can’t speak on whether that estimate is correct 
or not. But it doesn’t surprise me. 
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This has been one of the inherent problems of this program, is 
that the mortgage servicers entrusted with this program have done 
an abysmal job. There is universal agreement on this. 

But Treasury has done nothing to punish or penalize these 
servicers. 

So what you have is a program where these servicers routinely 
violate the rules, routinely violate the guidelines that—they are not 
supposed to ever tell a homeowner, oh, by the way, you should stop 
making payments. That is a direct violation of the rules. 

But we hear anecdotally time after time that this has happened. 
So what is the Treasury Department’s role in this? They are ena-

bling this behavior by not imposing financial penalties, by not try-
ing to call back funds, by not denying servicer payments. But they 
do nothing—one of the reasons why I think— 

Mr. HURT. You could argue that the person they are trying to 
help is the one who gets hurt the most because you could argue 
that certainly some of these folks might not have gotten into the 
modification program if they had not been told to miss a payment 
so they could qualify for assistance. 

Mr. BAROFSKY. Which is, again, why, when Treasury cites as a 
success of this program the 1.4 or 1.5, now, million homeowners 
who have received trial, temporary modifications, and say that they 
have all received a benefit, why, that just is so dead wrong, be-
cause there are so many who have suffered as a result of this pro-
gram and had the rug pulled out from under them. 

Mr. HURT. Are there other examples of underhanded or wrong 
encouragement that was given by servicers, other than the—that 
the proposal that you fail to pay your mortgage so that you can 
qualify for the program? 

Mr. BAROFSKY. We have heard and we have reported on, from 
our hotline, all sorts of different behavior. Losing documentation is 
one of the most common errors. 

Whether intentional or not, we have had homeowners who can 
document that their paperwork has been lost, 1, 2, 3, 4, 5 times. 
And then they are pulled out of the program. They are kicked out 
of the program, even though they have made every payment on 
time. 

They are hit, as the Chair said, they are hit not just with a bill 
for all of the difference between their trial payments and the 
amount original done, but late fees. Homeowners are being hit with 
late fees. 

And Treasury permits this in their program, late fees, when they 
have never actually missed a payment. And all that— 

Mr. HURT. But they are paying the reduced—paying the trial 
modification amount? 

Mr. BAROFSKY. But so they—right, right. So they make all those 
payments, but not only do they get hit with the difference but with 
the late fees. 

Mr. HURT. Right. 
Mr. BAROFSKY. Which Treasury allows. And then the servicer 

tacks all of that onto the mortgage balance. And they get that 
money first when there is a foreclosure. 

Or if it goes into one of these proprietary modifications, they are 
vastly inferior. 
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And I find it puzzling that Treasury continues to cite this as the 
success of the HAMP program when they cite these proprietary 
modifications so adoringly when they would never qualify. 

They would be rejected— 
Mr. HURT. My time is about to expire. But I would love it if ei-

ther Ms. Marquez or Mr. Stevens would like to comment on what 
he has stated, in terms of the—what I would say fraudulent behav-
ior. 

Is there anything you want to add to that for those estimates? 
Mr. STEVENS. Again, I would encourage you to work with the De-

partment of the Treasury that manages the HAMP program. I am 
not well-versed enough in the details of those comments. 

Mr. SCIRE. If I could add, we reported last year about concerns 
on equitable treatment of borrowers. And a borrower need not be 
delinquent to be considered for a HAMP modification. 

They could be current, but as a servicer must then consider 
whether or not the borrower is in imminent danger of default, we 
recommended that Treasury establish criteria for making that de-
termination. 

And Treasury has not done so. We found, of the 10 servicers we 
visited, they had 7 different definitions for determining whether a 
borrower who was current should be considered for HAMP. 

Mr. HURT. I thank the witnesses. 
Chairwoman BIGGERT. The gentleman yields back. 
The gentleman from Texas, Mr. Green. 
Mr. GREEN. Thank you, Madam Chairwoman. 
I thank the witnesses as well. 
I suppose I am the only person in the room who is not surprised 

that we have a program that is not perfect. Imperfect program. The 
question really is, who do you punish if the program isn’t perfect? 

Do you punish the people who can benefit from the program by 
eliminating it? Or do you try to find a means by which the imper-
fect can be perfected? Who do you punish? 

Mr. Barofsky, you don’t advocate punishing the homebuyers, do 
you? 

Mr. BAROFSKY. We have advocated tirelessly that Treasury 
should fix the program. 

Mr. GREEN. Fix the program. Thank you, sir. Please, I don’t 
mean to be rude, crude, and unrefined, but I have much to say and 
little time to say it. 

Fix the program. Does any one among you advocate punishing 
the homeowners by ending the program? Let the record reflect that 
not one person advocates ending the program and punishing the 
homeowners. 

Ms. JONES. I do have to say that CRS doesn’t advocate any posi-
tion— 

Mr. GREEN. Thank you, but for your edification, there are per-
sons who will distort what has been said here today, but for what 
I am doing right now, I have to do my job. And my job is to make 
sure that those who want to be set free by knowing the truth will 
be free. If you know it, it will free you. And I want to free some 
souls. 

The people who are damaged, who are to be helped by these pro-
grams, many of whom were pushed into subprime loans, who quali-
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fied for prime loans by the yield spread premium—for those who 
don’t know, the yield spread premium said simply, you qualify a 
person for a 5 percent loan and if you can get them to take out an 
8 percent loan, you will get a lawful kickback. 

That was what took place at the time many of these loans were 
being made. And many people were pushed into subprime loans 
who qualified for prime loans, 3/27, 2/28, bearable rates. 

Qualified for the bearable rate but didn’t qualify for the adjusted 
rate. Teaser rates that coincided with prepayment penalties. If you 
try to get out of the loan, you have to pay this huge penalty that 
they could not afford. 

So let’s not kid ourselves. 
We have a lot of people who were victims of a system that al-

lowed these kinds of dastardly products to not only manifest them-
selves but to become a part of the broader market and be sold and 
securitized, credit default swaps, the list can go on and on of the 
things that were occurring at the time. 

So we have to ask ourselves the question, who do we punish? Do 
we punish the people who can benefit from the programs by termi-
nating them? Or do we do what we do when we have a problem 
with a military program, we fix it. 

We fix the problem. When we sell $200 toilet seats, we fix it. 
When we sell $100 hammers, we fix it. Why not fix this? 

When we have a problem in a police department, we don’t say 
we are going to end the police department. We fix the problem and 
continue to have the police on the beat. 

Who do we punish? Do we punish the people who can benefit by 
terminating the program? Name me one perfect bill that has ever 
been passed in Congress, other than the ones that I—of course. 

The point is, my dear friends, let’s assume for the record that all 
that you have said is true. You don’t set the policy. That is our job. 
Does everybody agree with that? 

If there is a person among you who thinks that you set policy, 
raise your hand so that you can be properly terminated. All right. 
You don’t set policy. 

We set policy. And in setting policy, we have to make tough deci-
sions. The easy decision is to eliminate something that we don’t 
like. The tough decision is to work together, bipartisanship, come 
up with a means by which that which is unacceptable can work for 
the American people. This is what the American people expect of 
us. 

We have helped Wall Street. We have helped Main Street. Now 
it is time for us to help Home Street. These are dollars for home-
owners. Let’s help Home Street. 

And my final question is this, my time has ended, but maybe I 
can get a quick answer. 

Have any of you done any studies on the impact of this nation-
ally, ending all of these programs at the same time, at the time of 
the crisis we are going through? Anybody? Anybody? 

Ms. MARQUEZ. Not of all of them. 
Mr. GREEN. Okay. All right. Thank you very much. I yield back 

the balance of my time that I do not have. 
Chairwoman BIGGERT. Thank you very much. 
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I would like to ask unanimous consent to insert in the record 
written testimony of the American Alliance of Home Modification 
Professionals. 

We have just been called for another vote—timing is perfect, I 
guess, here. 

Let me note that some members may have— 
Mr. GUTIERREZ. —if you have time, I would like to continue. I 

think it is important. And we are not coming back. 
Chairwoman BIGGERT. Yes. We missed the last vote—we were 

able to get in—so I would prefer to adjourn. I would just note that 
members may have additional questions for these witnesses which 
they may wish to submit in writing. Without objection, the hearing 
record will remain open for 30 days for members to submit written 
questions to the witnesses and to place their responses in the 
record. 

[Whereupon, at 3:47 p.m., the hearing was adjourned.] 
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