HOME AFFORDABLE MODIFICATION PROGRAM (HAMP) FACTS,
STATISTICS AND COMPLICATIONS

HAMP Eligibility

1. To qualify for HAMP, the Debtor must:*
a. Bethe owner-occupant of a one-to four unit home;
Have an unpaid principal mortgage balance that is equal to or less than $729,750
(loan limits increase for two-to four unit homes);
c. Have a first lien mortgage that originated on or before January 1, 2009; and
Have a mortgage which is not affordable due to documented financial hardship.

Tier One and Tier Two Modifications

2. HAMP Tier One Modifications:
a. Servicers apply the modification steps in sequence until the homeowner’s post
modification front-end debt-to-income ratio is 31%.”
b. Permanent Modification Steps of Tier One:>
i. 95.8% Interest Rate Reduction
ii. 59.7% Term Extension
iii. 30.9% Principal Forbearance
3. HAMP Tier Two Modifications:
a. Servicers apply the modification steps simultaneously to achieve a post-
modification debt-to-income ratio acceptable to investors. HAMP Tier Two is
only available to Non-Government Sponsored Enterprise Mortgages.4

1
U.S. Department of the Treasury and U.S. Department of Housing and Urban Development, Home Affordable Modlification
Program, Eligibility, https://www.makinghomeaffordable.gov/steps/pages/step-2-program-hamp.aspx (accessed 4/14/2016).

2u.s. Department of the Treasury and U.S. Department of Housing and Urban Development, Making Home Affordable
Program Performance Report Through the Third Quarter of 2015, https://www.treasury.gov/initiatives/financial-
stability/reports/Documents/3Q15%20MHA%20Report.pdf p. 6, 7 (accessed 4/13/2016).

3 Id at page 6.
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b. Permanent Modification Steps of Tier Two:’
i. 71.3% Interest Rate Reduction
ii. 82.1% Term Extension
iii. 32.2% Principal Forbearance

General Statistics

4. Under TARP, the government devoted approximately $46 billion to homeowners in
danger of foreclosure.®
5. From April 2009 to May 2015, more than 9.6 million mortgage modifications and other
forms of mortgage assistance were completed with 1.5 million permanent HAMP
modifications.’
6. As of March 2014, over 945,000 permanent HAMP modifications were performing and
remained in good standing with the program.®
7. HAMP Application Activity by Servicer as of February 2016:°
a. Total Requests: 9,235,255
b. Requests Processed: 9,055,191
c. Requests Approved: 2,825,475
d. Requests Denied: 6,229,716

> 1d.

6
U.S. Department of the Treasury, TARP Programs, https://www.treasury.gov/initiatives/financial-stability/TARP-
Programs/Pages/default.aspx# (accessed 4/13/2016).

7us. Department of Housing and Urban Development, The Obama Administration’s Efforts to Stabilize the Housing Market and
Help American Homeowners, http://portal.hud.gov/hudportal/documents/huddoc?id=Scorecard062015.pdf page 1 (accessed
4/12/2016).

& Walter Scott, Treatment Effects of Subprime Mortgage Modifications Under the Home Affordable Modifications Program,
https://www.treasury.gov/initiatives/financial-stability/TARP-
Programs/housing/mha/Documents/HAMP%20vs%20non%20HAMP%20Performance%20Study%20May%2018%202015.pdf
page 3 (accessed 4/13/2016).

Sus. Department of the Treasury, HAMP Application Activity by Servicer as of February 2016,
https://www.treasury.gov/initiatives/financial-
stability/reports/Documents/HAMP%20Application%20Activity%20by%20Servicer%20February%202016.pdf (accessed
4/14/2016).
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8. Making Home Affordable Program Activity by Servicer:'
a. Bank of America:
i. HAMP Tier 1 Permanent Modifications: 100,449
ii. HAMP Tier 2 Permanent Modifications: 3,418
b. CitiMortgage:
i. HAMP Tier 1 Permanent Modifications: 39,032
ii. HAMP Tier 2 Permanent Modifications: 4,417
c. JPMorgan Chase Bank:
i. HAMP Tier 1 Permanent Modifications: 173,954
ii. HAMP Tier 2 Permanent Modifications: 2,187
d. Nationstar Mortgage:
i. HAMP Tier 1 Permanent Modifications: 160,134
ii. HAMP Tier 2 Permanent Modifications: 16,397
e. Ocwen Loan Servicing:
i. HAMP Tier 1 Permanent Modifications: 259,523
ii. HAMP Tier 2 Permanent Modifications: 56,830
f. Select Portfolio Servicing:
i. HAMP Tier 1 Permanent Modifications: 84,899
ii. HAMP Tier 2 Permanent Modifications: 16,482
g. Wells Fargo Bank:
i. HAMP Tier 1 Permanent Modifications: 201,453
ii. HAMP 2 Tier Permanent Modifications: 9,349
h. Other Servicers:
i. HAMP Tier 1 Permanent Modifications: 390,528
ii. HAMP Tier 2 Permanent Modifications: 22,991
i. Total:
i. HAMP Tier 1 Permanent Modifications: 1,409,972
ii. HAMP Tier 2 Permanent Modifications: 132,071
9. HAMP Activity Dallas-Fort Worth-Arlington, Texas Metropolitan Statistical Area:'!
a. 16,017 permanent modifications started

0ys. Department of the Treasury and U.S. Department of Housing and Urban Development, Making Home Affordable
Program Performance Report Through the Third Quarter of 2015 https://www.treasury.gov/initiatives/financial-
stability/reports/Documents/3Q15%20MHA%20Report.pdf page 13 (accessed 4/13/2016).

M 1d at 36.
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b. $297.33 median monthly payment reduction

c. 33% median monthly payment reduction % of pre-modification payment
10. HAMP Activity Abilene, Texas Metropolitan Statistical Area:"

a. 75 permanent modifications started

b. $196.03 median monthly payment reduction

c. 33% median monthly payment reduction % of pre-modification payment
11. HAMP Activity Amarillo, Texas Metropolitan Statistical Area:"

a. 152 permanent modifications started

b. $255.36 median monthly payment reduction

c. 36% median monthly payment reduction % of pre-modification payment
12. HAMP Activity Lubbock, Texas Metropolitan Statistical Area:**

a. 180 permanent modifications started

b. $219.19 median monthly payment reduction

c. 31% median monthly payment reduction % of pre-modification payment
13. HAMP Activity San Angelo Texas Metropolitan Statistical Area:™

a. 53 permanent modification started

b. $196.67 median monthly payment reduction

c. 28% median monthly payment % of pre-modification payment
14. HAMP Activity Wichita Falls, Texas Metropolitan Statistical Area:'®

a. 71 permanent modifications started

b. $159.33 median monthly payment reduction

c. 28% median monthly payment reduction % of pre-modification payment
15. In evaluating Servicer Assessment Results, all mortgage companies required moderate

improvement, except for Nationstar which required substantial improvement."’

12 Id at 35.

B,

14 Id at 39.

1> Id at 41.

16 Id at 42.

Yys. Department of the Treasury and U.S. Department of Housing and Urban Development, Making Home Affordable
Program Performance Report Through the Third Quarter of 2015 https://www.treasury.gov/initiatives/financial-
stability/reports/Documents/3Q15%20MHA%20Report.pdf page 2 (accessed 4/13/2016).
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16. HAMP Default Rates:

a.

28% of HAMP modified loans had been disqualified from the program because
the borrower missed three consecutive monthly payments on the modified
loan.™®

As of February 2014, HAMP modifications were experiencing redefault rates of
5.2% at 6 months, 13.4% at 12 months, 20.3% at 18 months and 26.1% at 24
months.*

Modifications granted earlier in the HAMP program have higher default rates.?
It should be noted that beginning June 2010, services could no longer use stated
income when offering trial loan modifications.”

Pay for Performance

17. Debtors who receive a loan modification under HAMP could earn up to $10,000 in
principal reduction for making mortgage payments on time and in full.

a.

Debtors will receive $1,000 for the first five years and a $5,000 one-time
payment at the end of year six.

After year six, the client may be eligible to re-amortize the mortgage and reduce
the monthly payment.*

18. "If your loan is modified on HAMP and you remain in good standing for six years, you

may be eligible to earn up to $10,000 in pay-for-performance incentives. These

incentives will be applied to reduce your principal balance. Importantly, this helps you

build equity in your property by reducing the amount you owe, however, you must

18 Walter Scott, Treatment Effects of Subprime Mortgage Modifications Under the Home Affordable Modlification Program

https://www.treasury.gov/initiatives/financial-stability/TARP-

Programs/housing/mha/Documents/HAMP%20vs%20non%20HAMP%20Performance%20Study%20May%2018%202015.pdf

page 3 (accessed 4/13/2016).

194,

2004,

2Lys. Department of the Treasury and U.S. Department of Housing and Urban Development, Making Home Affordable

Program Performance Report Through the Third Quarter of 2015 https://www.treasury.gov/initiatives/financial-
stability/reports/Documents/3Q15%20MHA%20Report.pdf page 5 (accessed 4/14/2016).

22ys. Department of the Treasury and U.S. Department of Housing and Urban Development, Earn Incentives for Timely

Payments, https://www.makinghomeaffordable.gov/already/pages/already-mha-earn-incentives.aspx (accessed 4/13/2016).
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make the payments on-time (including your trial period payments) in order to receive
the full benefit of these incentives. You will not earn any pay-for performance incentives
after your modified loan loses good standing-which means that the equivalent of three

full monthly payments are due and unpaid on the last day of any month--at any time
during the six year period."*

Home Affordable Foreclosure Alternatives and Possible Tax Consequences

19. Through HAFA, homeowners may leave their homes and be relieved of the remaining
mortgage debt through a short sale or deed-in-lieu of foreclosure.?*
20. HAFA non-GSE Transactions Completed through September 2015: 198,653.%
21. HAFA offers $10,000 relocation assistance to homeowners:®
a. Is relocation assistance property of the estate?
b. Is relocation assistance taxable income?
22. Is the gain received from a short sale taxable?

a. The Mortgage Forgiveness Tax Relief Act amends the Internal Revenue Code to
exclude the discharge of certain debts on a principal residence from gross
income.”’

b. However, this act does not apply to Title 11 cases because Title 11 discharge is
also excluded from gross income and takes precedence over the Mortgage
Forgiveness Tax Relief Act. 26 U.S.C. § 108(1)(A), (E) and 108(2)(A)-(C).

c. If a bankrupt Debtor receives a 1099 due to a short sale, he can attach form 982
to his tax return.

23
From a Wells Fargo Trial Loan Modification Packet of the author’s client

24
U.S. Department of the Treasury and U.S. Department of Urban Development, Home Affordable Foreclosure Alternatives
Program (HAFA), https://www.makinghomeaffordable.gov/steps/pages/step-2-program-hafa.aspx (accessed 4/12/2016).

2us Department of the Treasury and U.S. Department of Housing and Urban Development, Making Home Affordable
Program Performance Report Through the Third Quarter of 2015 https://www.treasury.gov/initiatives/financial-
stability/reports/Documents/3Q15%20MHA%20Report.pdf page 13 (accessed 4/14/2016).

2604,

27
Internal Revenue Service, Home Foreclosure and Cancellation of Debt, https://www.irs.gov/uac/Home-Foreclosure-and-
Debt-Cancellation (accessed 4/14/2016); and 26 U.S.C. § 108(1)(E)
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Pitfalls of HAMP/Practice Tips

23. HAMP applications are due December 31, 2016.%
24. Lower tier mortgage companies are slower to respond and more likely to offer balloon

notes.

25. Lower tier mortgage companies may ask for the application to be completed several

times and new applications to be submitted.

26. Lower tier mortgage companies do not always assign a single point of contact.

27. Clients who receive a mortgage loan modification who have post-petition mortgage

arrears may be able to receive a chapter 13 discharge

28. Most clients are happy with the terms proposed by the loan modification; however,

even clients who have had help from our office have been denied a loan modification,

for the following reasons:

1. Failure to make ongoing mortgage payments:

a.

Clients should make ongoing mortgage payments once the application is
submitted, even if paperwork they receive indicates otherwise. To qualify for
HAMP, a client should be delinquent or in danger of delinquency. Missing
additional payments is not necessary.

Mortgage lenders will take the continuing missed payments into
consideration. If a client does not qualify for HAMP but requires a
modification directly from the lender, a lender is likely to claim that the
underwriters will not approve a modification if the client has not made
ongoing payments since the application was submitted.

As a practice note, clients are likely to spend the mortgage money and their
budget will no longer allow for a mortgage payment. IF the mortgage
company allows a trial period, making a mortgage payment will be
burdensome because the client is unaccustomed to paying a mortgage
payment.

2. Failure to submit paperwork on time:

a.

Many lenders ask for additional paperwork after reviewing the initial
application.

28 U.S. Department of the Treasury and the U.S. Department of Housing and Urban Development, Home Affordable
Modification Program (HAMP), https://www.makinghomeaffordable.gov/steps/pages/step-2-program-hamp.aspx (accessed

4/17/2016).
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3.

Most clients understand the strict deadlines to submit paperwork, but a few
have been noncompliant.

In this case, mortgage lenders have required a new application and
resubmission of ALL paperwork.

Income is too low to support the desired mortgage:

a.

Sometimes, this is temporary (e.g. client has missed work due to illness or is
not working overtime).

If the client expects income to improve, it is possible to resubmit the
application with a positive result.
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