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Good morning members of the panel and all those attending this important hearing.  My 

name is Larry B. Litton, Jr.  I am the chief executive officer of Litton Loan Servicing, 

which manages a portfolio of approximately 365,000 mortgage loans totaling about 

$58BB of predominantly subprime mortgages.  I appreciate the opportunity to discuss the 

Home Affordable Modification Program (HAMP) with you.  As you are well aware, 

foreclosure mitigation is one of the central challenges growing out of the financial crisis. 

 

Litton Loan Servicing has been a leader in providing multiple workout solutions to 

homeowners for more than 20 years.  We have been, and continue to be, a proponent of 

thoughtful and practical loan modifications that provide affordability to struggling 

homeowners, consistent with our obligations to loan owners.  We are proud that many of 

our early strategies serve as a basis for the many loss mitigation methods that the industry 

employs today. 

 

In the past 12 months prior to the announcements of HAMP, in February of this year, we 

had modified more than 44,000 loans, representing about 30% of our serviced first lien 

loans that were 60 days or more past due.  On average, these modifications lowered 

homeowners' monthly principal and interest payments by about 20%. 
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From March 2009, when the initial HAMP guidelines were published, through early 

August, 2009, when Litton signed up for HAMP, we had extended trial modifications to 

approximately 40,000 homeowners.  These trial modifications were offered in accordance 

with the broad principles of HAMP.  Since signing onto the program in early August 

2009, we have offered about 10,000 HAMP trial modifications.  

  

The 44,000 completed modifications mentioned above, along with the 40,000 trial 

modifications offered prior to signing on to HAMP and the 10,000 trial modifications 

offered post signing, represent about 25% of our total serviced first lien loans over the 

past 18 months. 

 

HAMP has successfully created substantial momentum in the mortgage servicing 

industry to provide more loan modification opportunities to struggling homeowners, and 

it is providing affordable payments to many of the homeowners who need it most.  But as 

with all new programs of this scale, there are lessons to be learned and I would like to 

share four suggestions, as I see it from the servicer perspective: 

 

(1) While the 31% debt-to-income (DTI) ratio required for HAMP is a reasonable basis 

to calculate a modified mortgage payment, excluding homeowners with less than 

31% DTI is limiting the effectiveness of the program.  An example, there are many 

homeowners who have substantial arrearages that were created by prior 

unemployment, under-employment, or other economic factors but these 

homeowners have now improved their current income situation and therefore fall 
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below the 31% DTI.  However, in many cases, after capitalizing the arrearage in 

accordance with the guidelines of HAMP the DTI is greater than 31%. 

 

Servicers’ workout options in these situations are limited and I believe that a 

significant percentage of the denials under the HAMP guidelines fall into this 

category. 

 

Developing a more flexible DTI model for the program that would take into 

consideration situations like these could expand the universe of effective 

modifications and avoid even more foreclosures. 

 

(2) The income documentation required under HAMP, while completely 

understandable for a program that relies on taxpayer funds, is creating substantial 

delays in the modification approval process and is creating frustration for many 

homeowners.  Policymakers may want to consider streamlining the required 

documentation that verifies the customer’s current income which could increase the 

likelihood of homeowners submitting the information in a timely manner and 

shorten the approval time frames for a modification. 

 

(3) The GSE NPV model is based on state averages of home price deprecation which is 

not granular enough to take into account home price appreciation or home price 

depreciation in specific neighborhoods and communities.  This will cause some 

loans to fail and/or pass the NPV test when they potentially should not.  As we all 
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know, there are huge differences in home prices within any large city let alone the 

differences in prices within a state.  

 

Additionally, the LTV, which is calculated using the various state haircuts within 

the model, weighs heavily on the probability of a loan curing or re-defaulting.  

These technical factors have a dramatic impact in terms of whether a homeowner is 

offered a loan modification.  More specific NPV models based at a local level 

versus a state level should be considered to more accurately determine if a loan is 

eligible for a modification. 

 

(4) We believe there are very significant numbers of Option ARMS resets coming due 

in the near future, and because of the low payments these homeowners have prior to 

reset, HAMP provides very little relief to these homeowners. Policymakers may 

want to consider this issue as they formulate or refine measures to address the many 

problems facing homeowners. 

 
  
Thank you again for this opportunity to address the panel.  I will be happy to answer any 

questions that you may have. 


