
 
 

Questions for the Record from the Congressional Oversight Panel 
Philadelphia Field Hearing on September 24, 2009 

 
Questions for Seth Wheeler, Senior Advisor 

U.S. Department of the Treasury 
 

 
1. In order to better appreciate the total all-in costs of the Administration’s various 

foreclosure mitigation efforts, please provide the taxpayers with a thorough and fully 
transparent analysis on the following matters: 
 
(i) The total amount of funds the Administration has advanced and committed to 

advance under its various foreclosure mitigation efforts (including, without 
limitation, under MHA, HAMP and HARP, the second lien programs, as well as 
the programs adopted by Fannie Mae and Freddie Mac); 
 
The Administration has a wide variety of programs to directly and indirectly 
address foreclosure mitigation.   
 
Treasury has budgeted  $50 billion from the Troubled Asset Relief Program 
(TARP) and $25 billion under the Housing and Economic Recovery Act of 2008 
(HERA) for preventing avoidable foreclosures as part of the Home Affordable 
Modification Program (HAMP).  As of October 16, 2009, $27 billion of the $75 
billion has been allocated for eventual payment to HAMP servicers and investors 
for successful modifications.  There is no direct commitment of funds for the 
Home Affordable Refinance Program (HARP). 
 
The Administration has a variety of other foreclosure mitigation programs, across 
many agencies, including, for example, the Department of Housing and Urban 
Development’s Neighborhood Stabilization Program and Housing Counseling 
Program.  Treasury would refer questions about the costs and funding specifics of 
programs across other agencies to the particular agencies responsible for running 
those programs. 
 

(ii) The total amount of funds the Administration reasonably expects to advance and 
commit to advance over the next five years under all of its present and anticipated 
foreclosure mitigation efforts; and 
 
The total amount that has been allocated to the HAMP is $50 billion under TARP 
authority and $25 billion under HERA authority.  This is in addition to a wide 
array of other Administration housing programs that also target housing market 
stability and foreclosure mitigation.   As previously stated, we believe that 
questions about the programs at other agencies would best be addressed by the 
agencies responsible for running them. 
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Over the next five years, there are likely to continue to be a wide variety of 
programs focused on housing and foreclosure mitigation.  We do not have 
sufficient information at this time to project the total amount of Administration 
funding that will be committed for housing related and foreclosure mitigation 
related programs during that period.  
 

 
(iii) The total anticipated costs to all financial institutions and other mortgage holders 

and servicers under all of the Administration’s present and anticipated 
foreclosure mitigation efforts. 
 
The HAMP is designed to provide “pay-for-success” incentive payments to help 
compensate servicers and investors for the costs of successful modifications.  
Every mortgage under consideration for a HAMP modification is subject to a net 
present value test.  Servicers are only required to provide modifications where the 
net present value test is positive, meaning that the cost of a modification to the 
investor is less than the cost of foreclosing on that loan.  Overall, the HAMP 
requires modifications where modifications are estimated to provide a net benefit 
to servicers and investors in terms of cash flows over time. 

 
2. Determination of costs is especially important if, as Secretary Geithner has stated, TARP 

is interpreted to be a “revolving facility.”  Given the likelihood that the Secretary will 
extend TARP to October 31, 2010, it’s possible that a substantial portion of the $700 
billion TARP facility could be directed to foreclosure mitigation efforts. 
 
To what extent does the Administration contemplate using additional TARP funds in its 
foreclosure mitigation efforts? 
 
At this time, we believe that the $50 billion allocated from TARP for the HAMP will be 
sufficient to fully cover costs of that program. 
 
Please describe any such foreclosure mitigation efforts. 
 
The Administration continues to closely monitor market developments and the progress 
of our foreclosure mitigation programs in preventing avoidable foreclosures and 
providing increased housing market stability.  We have been in contact with 
representatives of industry as well as consumer and community groups, and of course 
members of Congress.  They have offered many suggestions which we have 
considered. The Making Home Affordable Plan reflects what we believe to be the best 
and most practical ideas that we have heard.  Of course there’s no perfect plan and every 
plan involves trade-offs.  We believe that our plan provides the most public benefit 
relative to cost. 
 

3. Since one of Treasury’s fundamental mandates under TARP is “taxpayer protection,” the 
incorporation of a shared appreciation right or equity kicker feature into HAMP and any 
other foreclosure mitigation programs would appear appropriate.  It is my understanding 
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that the foreclosure mitigation programs announced by Treasury do not provide Treasury 
or the mortgage lenders with the ability to participate in any subsequent appreciation in 
the fair market value of the properties that serve as collateral for the modified or 
refinanced mortgage loans.  For example, a $100,000, 6 percent home mortgage loan 
may be modified by reducing principal to $90,000 and the interest rate to 5 percent.  If 
the house securing the mortgage loan subsequently appraises, say, $25,000, the 
taxpayers and the mortgage lender who shared the cost of the mortgage modification will 
not benefit from any such increase in value.  Such result seems inappropriate and 
particularly unfair to the taxpayers.  Why has Treasury failed to include shared 
appreciation rights or equity kickers in each of its foreclosure mitigation programs?  Will 
Treasury modify its programs to incorporate shared appreciation rights and equity 
kickers?  If not, why not? 
 
The Administration considered a wide range of possible program designs in creating the 
Making Home Affordable Program.  After considering that wide range of possibilities, 
the Making Home Affordable Plan is the plan that the Administration believes provides 
the most public benefit relative to cost.  

 
Specifically, the complex administrative, operational and program management costs 
associated with shared appreciation or equity kicker programs make them difficult to 
implement.  There is not currently a plan to adopt these types of programs. 
 

4. The Mortgage Bankers Association estimates that if bankruptcy cram down were to 
become law, mortgage rates would increase by approximately 1.50 percent resulting in 
annual additional mortgage payments of approximately $3,970, $3,346 and $2,989 for 
typical homeowners in California, Washington DC and New York, respectively. 
 
Does the Administration intend to support the amendment of the bankruptcy code to 
include a bankruptcy cram down provision?  If so, why? 
 
President Obama has long been a supporter of balanced bankruptcy reform.  The Administration 
believes that judges should have the power to modify mortgages for borrowers who have run out 
of other options and to put in place a responsible payment plan so that debtors in bankruptcy can 
get back on their feet.   
 
The Administration supports giving bankruptcy judges the power to write down debt on primary 
mortgages to fair market value for distressed borrowers just as is done with vacation homes or 
investment properties--when a person has no other options.  
 
Moreover, under the Home Affordable Modification Program, we want to help borrowers avoid 
the costs and burdens of bankruptcy and obtain affordable, voluntary modifications.  The 
Administration wants debtors and creditors alike to have the right incentives to achieve a 
sustainably affordable modification.  
 

5. Subsidized loan refinancing and modification programs may provide relief for a select 
group of homeowners, while working against the majority who shoulder the tax burden 
and make mortgage payments on time.  Moral hazard is not just an issue of fairness – 
programs that give no consideration to the rightful, necessary link between risk and 

3 
 



 
 

4 
 

responsibility could potentially create additional housing “bubbles” and result in greater 
threats to stability.  Do you agree?  If not, why not? 
 
Avoiding preventable foreclosures has stabilizing impacts on the overall housing market 
by improving the stability of home prices and neighborhoods, while reducing the costs to 
neighborhoods and communities. High numbers of foreclosure result in decreasing 
nearby property values and increases in crime and vandalism due to vacant properties, 
which ultimately strains both the local tax base and local resources.  All of these negative 
costs and impacts of foreclosures are borne by a much wider range of people and 
communities than those being foreclosed upon.   
 
Millions of homeowners playing and paying by the rules will benefit from the ability to 
refinance and modify their loans under the Making Home Affordable Program. Nearly 3 
million borrowers have already had the opportunity to refinance to lower payments due to 
the lower interest rates resulting from a wide range of Administration and Federal 
Reserve Board policies.  Millions more responsible Americans will benefit by the 
reduction of foreclosures in their neighborhoods.  Sometimes they will benefit by being 
able to save their own home that is no longer affordable because they lost their job due to 
the recession.  Importantly, all homeowners will benefit because by preventing avoidable 
foreclosures, our plan will keep the typical homeowners' house price from falling by up 
to $6,000 from the spillover damage that foreclosure would have on overall house prices.  
 


