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“Build It and They Will come” 

Madame Chair, distinguished members of the Oversight Panel, invited guests, members 

of the Bar and local community: 

Such were the words which started my testimony approximately one year ago before 

Senators Arlen Specter and Robert Casey who presided over a United States Senate Judiciary 

Committee Hearing hosted by the First Judicial District on the Diversion Program. 

And when we commemorated our one year mark in June of this year, our mantra became 

“We Built It and They Came”! 

We welcome the Oversight Panel to Philadelphia to bring focus to our local initiative to 

stem the flood of home loss through foreclosure proceedings.  I appreciate the opportunity to 

share with you a brief overview of the First Judicial District’s Mortgage Foreclosure Diversion 

Pilot Program in addition to the “Lessons Learned” from being in operation almost one and one-

half years.  Lastly I will discuss the ongoing challenges the Program faces to effectuate 

meaningful solutions under new relief plans in light of increased job loss of our citizens. These 

are challenges we meet head-on! 

Since our inception, we have been the subject of a multitude of media events, locally, 

nationally and even internationally. We have been the subject of conferences in the business and 

legal sectors. We have been a blueprint for the implementation of similar programs across our 

Commonwealth of Pennsylvania and the country, with inquiries coming to us from Alaska to 

Maine, and even the “Paradise Island” of Hawaii!  
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I. OVERVIEW  

In a judicially driven foreclosure state, such as Pennsylvania, we view the Diversion 

Program as one of effective case management which meets the needs of a burgeoning caseload 

where equitable remedies are available. It is not perfect- it is ever-evolving as circumstances 

change and new relief plans avail themselves, however programs such as ours which are locally-

based serve as the staging, “the theatre” in which direct and timely relief can be crafted for a 

homeowner on a micro basis. 

We are in extraordinary times. I do not refer to it as crises- but we are in an era of new 

financial challenges the likes of which we have not faced in our lifetimes until now– and, as 

such, these times are in need of extraordinary response.  

In problem-solving, we often look to new ways to deal with existing problems. I view our 

Diversion Program as really the harkening back of an “old way” to deal with our new challenges. 

By that I mean that our Program is a return to the principles of community banking- the “George 

Bailey Building & Loan Model.”  That was a system where the local banker knew you and your 

family, when there were “highs” with finances of the family or business being stable, or when 

there were “lows”- a death of the breadwinner, or loss of a job, etc. The direct financial 

relationship was impacted accordingly- a grant of delay in mortgage payment, a risk of a new 

loan taken by the bank to expand a small business, etc. That familiarity, or stated another way, 

the human connection was at the heart of the relationship. That “connection,” that “touch” is the 

foundation of our efforts here in Philadelphia. 
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Our Program is all about the face-to-face between the lender and borrower. We have 

created a forum  in which lenders and borrowers can dialogue on the reality of the situation, 

where they can work, IN GOOD FAITH, to bring about attainable, and  more importantly, 

sustainable solutions to keep borrowers in their homes. The provisions under The Making Homes 

Affordable Plan (MHAP) have provided a useful roadmap for participants in our Program to 

achieve such results. That is not to say we have not encountered some bumps in the road along 

the way which I believe are not insurmountable. 

The true genesis of our current program, which became fully operational in just 7 weeks, 

actually began in 2004. At that time Philadelphia Sheriff John Green had cancelled the Sheriff’s 

Sale list and had come before the Court to seek injunctive relief by way of a moratorium of sales. 

The matter was before me and though I did not grant the relief then sought, I did establish what 

would amount to be the prototype of the program we now have-taking the time to look at cases 

and homeowner situations on a micro basis and foster the opportunity for the lenders and 

homeowners, through counsel, to negotiate favorable resolutions. Success was seen with many of 

the homeowners based on newly available state funding criteria; however another significant 

result came from that proceeding. The Sheriff argued to the Court that the Sheriff Sale system 

was “fundamentally broken” and needed to be fixed. At that point the Mortgage Foreclosure 

Steering Committee was formed with all sides of the issue coming together on one committee to 

meet monthly regarding the ever present problem that foreclosures posed for the community as a 

whole. This Steering Committee, comprised of representatives from the lender bar, consumer 

bar, Sheriff’s Office, City, Office Community Housing and Development, and Volunteers for the 

Indigent Program (VIP), was ready in 2008 to form this Program where need arose. It remains   

in existence today and   acts as the Steward of the Program. 
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There are two major criteria of the Program. The first concerns eligibility for our 

program. Only properties that are residential owner-occupied with four or less units are eligible 

for the Program. The second criterion is that no property goes to Sheriff’s Sale without a 

“conciliation conference” in the City of Philadelphia. Once the property has been deemed 

eligible and the homeowner has called the hotline after receiving notice sent to the homeowner 

along with the complaint in foreclosure, the homeowner is then scheduled for an appointment 

with a housing counselor. At this appointment the homeowner and housing counselor work 

together to organize all of the necessary financial information for a formal  “Hope Now “ 

proposal which is then sent to the lender attorney for submission to the mortgage servicer for 

response. At this point the dialogue really begins.  If a deal cannot be struck prior to the date of 

conference, parties attend the conference.  

When the Program began, homes were literally being pulled off the sale block for 

conferences in what was termed a “Day Backward” Program. The Program proved very 

successful in saving homes in what were deemed hopeless situations for many Philadelphians. 

Philadelphia is a historic east coast city comprised of neighborhoods and an aging inventory of 

row homes, thus our foreclosure picture is distinct from that found in the Sunbelt area as well as 

other locations nationwide. In particular, we found many seniors and single women who were at 

risk of losing homes where they had resided for decades and who benefitted directly from our 

Program.  

Our focus at present is our “Day Forward” caseload which is comprised of all residential 

foreclosure cases that have been filed since September 8, 2009. These cases are automatically 

scheduled for a conciliation conference 45 days from the date of commencement of the civil 

action, or the filing of the complaint. This is a Program wherein conferences are mandated in 
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each case as opposed to other jurisdictions which may have fashioned “opt-in” provisions for 

borrowers who must take the affirmative step to be part of a meditative process. In several 

discussions I have had with program directors of such programs, the sentiment has been that 

caseloads have been  lower than capacity of  such Opt-in Programs (with the expense, are the 

Programs getting their bang for the buck?)  where the system can effectively handle more cases 

as houses continue to go up for sale with homeowners not availing themselves of the services. 

There can be discussion on both sides of the issue, as some programs have moved from “opt-in” 

to “mandatory”, however for the Philadelphia Program we have found that our efforts have been 

best served with mandated conferences on all matters. Such mandates do pose challenges to the 

Court, however, as the Program has been   shouldered by existing court budget with myself and 

all other court personnel staffing the Program on “stretch” assignment from  their other Court 

duties. 

One unique aspect of our Court Program   is the Judiciary being in direct and full 

partnership with non- judicial entities. Our Mayor, Michael Nutter, has given full support to our 

Program with his funding of community outreach groups, expansion of our dedicated Housing 

Counseling  and legal services  team,  and his own support of the Hotline efforts through 

personal  PSA’s, and other public notices. For that, the Court is ever grateful. 

A significant reason for any success of our Program stems from the community outreach 

groups under the City’s budget, which literally canvas neighborhoods with lists of homeowners 

in foreclosure. These groups go door-to-door to contact borrowers at their homes to notify them 

of their upcoming conference and to make sure they contact our “Save Your Home Philly 

Hotline.”  Once this call is placed, the homeowner is set up with an appointment with a housing 

counseling agency and they are “in the chute” as we affectionately say.  We have found that this 
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“connection,” “this human touch” has greatly reduced our “Failure to Appear” rate, which at the 

beginning of our program was near 50% and has now been reduced to less than 30% each week. 

The canvassing efforts have also helped to determine which properties are commercial and 

vacant and thus not eligible under program guidelines.  

We sit in session every Thursday with a morning and afternoon list of approximately 150 

cases called in each session. It is a non-adjudicatory proceeding, I am not robed, nor do I sit on 

the bench. There is a formal “Call of the list”, although those who visit may view it as a 

Moroccan Open Air Market. I tend to view it as the floor of the original Stock Exchange in terms 

of “organized chaos”. We of course welcome a visit this afternoon from our panel members to 

witness first hand our program in action. 

Most often a resolution is reached in the courtroom either by ongoing discussions or with 

the assistance of a judge pro tempore (“JPT”) appointed by the Court to oversee the meditative 

process in private settings. Lenders and housing counselors along with volunteer attorneys have 

established good working relationships, that connection or “human touch” helps to resolve these 

cases without the use of formal mediation. If, however, no consensus is reached, a JPT can be 

requested for a formal conciliation conference, and the parties are escorted to a private room 

where the JPT attempts to resolve the case. A recommendation is then made to the Court as to a 

possible postponement “with purpose” or that the conciliation has not borne fruit and the case 

must then proceed.   

Our borrowers have the benefit of well-trained housing counselors to assist them in the 

process as well as volunteer lawyers through Philadelphia Volunteers for the Indigent Program 

(“Philadelphia VIP”). To date over 300 lawyers have been  trained and approximately 200 
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lawyers have served in various cases along with volunteer JPT’s, over 40 in number, to represent 

approximately $1 million in pro bono services rendered. 

  The volunteer aspect of the Program is in and of itself a testament to local organizations, 

particularly our Philadelphia Bar Association “stepping up to the plate” to serve!  In fact, the 

Association was a recipient of a national award from the American Bar Association just this 

summer for their outstanding efforts! 

So how do you measure success? Since the Program’s inception approximately 6,300 

conferences have been scheduled with some 1,600 homes being saved outright from Sheriff’s 

Sale. According to OHCD, another 3,000 cases are in “queue” for future resolution as the parties 

continue to negotiate and await responses from lenders. We anticipate more cases to be in a 

“holding pattern” as a result of the HAMP provisions for trial forbearance provisions. The 

Philadelphia Program will be the subject of an in-depth study by leading Foundations on the 

Program’s effectiveness of sustainable fixes for homeowners. 

Success is seen by outright dismissal of court actions, settlements, loan modifications, 

forbearances, deeds in lieu, short sale, and what I term “graceful exits”.  

I wanted to take a moment to talk about “graceful exit,” a phrase I use to describe a case 

where it is not feasible for the homeowner to remain in the property-there is no means by which 

a loan can be performing- and therefore this process again, on a micro level, fosters discussion 

on planned departure from the property which brings certainty to the parties and dignity to the 

homeowners in planning for the next phase of their living situation. We have seen many cases in 

this regard and view this as a success for these homeowners.  
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I. CHALLENGES 

With the advent of the HAMP and its provisions I have seen a welcomed benchmark for case 

analysis embraced by our stakeholders to the process- we do, however, see some fraying . I am 

seeing an increase in postponement due to the inability of lenders to react to proposals, the 

converse of delay caused by the homeowners not being prepared with their necessary paperwork. 

Both scenarios have a negative impact, with increased arrearages, further possible deterioration 

of the properties, increased hopelessness of the homeowners, adding yet further impediments to 

the discussions. I am also experiencing educational gaps on all the nuances of the HAMP 

provisions which come into play in resolving cases. I have postponed cases directly as we wait 

for clarity from Washington on certain HAMP provisions.  As with any major governmental 

program, time will hopefully sort out some aspects of the Program, however diverse 

interpretations of such rules could mean the difference between a borrower staying in his home 

or having it go to sale. 

On the part of lenders and servicers, we are also seeing, in some cases, a lack of knowledge 

of the guidelines requiring exploration on alternative relief efforts for homeowners beyond 

HAMP, as well as less than full explanation on denials of loan modifications after trial 

forbearance periods. My request is for further field training on the HAMP provisions with 

technical support of designated help-lines readily available for timely guidance.  

As new provisions come forward and/or others are clarified, clearly programs such as ours 

are primed to react on almost an instant basis to what is in place. As a result we serve an 

important role in being able to effectuate the new directives that come down from Washington 

on a regular basis. 
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In addition, an ever growing concern is with the rate of unemployment these homeowners are 

facing. With homeowners out of work, resolutions are nearly impossible as there is no 

sustainable capacity to pay. This is clearly not only a Philadelphia problem but a nationwide 

issue. Here in Pennsylvania we have the benefit of HEMAP (Homeowners Emergency Mortgage 

Assistance Program), and other local initiatives, which offer money in the form of a loan to help 

homeowners sustain their mortgage payments when faced with job loss, illness, divorce, etc. 

This is a program that has been very successful and has in fact MADE money for the state. This 

is a program that should be reviewed on a national level to provide support to those homeowners 

facing unemployment.  

I would be remiss if I did not take a moment to mention the Court’s dismay on the cropping 

up of scam operations and fraudulent conveyances occurring in response to needy homeowners 

searching for quick fixes in the wrong places. We applaud the FDIC, the Philadelphia Federal 

Reserve and the City along with other federal, state and local agencies who are assisting to 

educate the consumers about such fraudulent acts so that government authorities may impose 

proper criminal and civil sanctions.  

II. CONCLUSION 

 In sum, we are here to provide a micro-focus to citizen borrowers and lenders in the 

hopes of achieving as many performing mortgage agreements as possible for the sanctity of these 

individuals, their families, and our community. 

 With the continued support and input from our valued stakeholders and the commitment 

of the wonderful members of the Court and First Judicial District Staff we are encouraged that 

our efforts will be fruitful. 
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 We invite other jurisdictions within our Commonwealth borders and on a national level 

to continue to partner with us in this endeavor and avail ourselves to achieve this goal by 

whatever means necessary. 

As this Program continues past its Pilot phase into the year 2010 we continue to evolve to 

meet the ongoing needs of parties involved  in foreclosure actions by providing a forum  in 

which resolutions can be crafted and our mission can be fulfilled; saving homes, one address at a 

time!  

 We appreciate the “radar” that this panel has placed to our program. Your interest has put 

a real face to the current and continuing national and international debate surrounding these 

critical financial times.  

 

 

Respectfully Submitted, 

 

Annette M. Rizzo, Judge 
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