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Chair Warren, Representative Hensarling, members Neiman, Silvers and Atkins, thank you for 
the opportunity to testify today about the Treasury Department's comprehensive initiatives to 
stabilize the US housing market and support homeowners. 
 
Introduction 
 
A strong housing market is crucial to a sustained economic recovery.  This Administration has 
acted quickly and aggressively to confront the economic challenges facing our economy and our 
housing market.   Today, I want to provide an update on Making Home Affordable as well as 
other Treasury and Administration programs designed to strengthen the housing sector and 
support a sustained economic recovery.  
 
The Administration's efforts to date to address the housing crisis have been substantial.  There 
are clear signs that our efforts are having a meaningful impact.  However, as with any new 
program of this size and complexity, Making Home Affordable faces a number of challenges.  
The Administration is working to address these challenges and to expand and improve the MHA 
program going forward.   
 
I will discuss the following five areas in my testimony below: (1) MHA program design and 
goals, (2) results to date, (3) program implementation, (4) current challenges, and (5) program 
improvements and next steps.  
 
(1)  MHA Program Design and Goals 
 
Within a month of taking office, on February 18, the Administration announced Making Home 
Affordable, a comprehensive plan to stabilize the U.S. housing market, support low mortgage 
rates and keep millions of homeowners in their homes.    
Making Home Affordable has three key parts: 
 
First, Making Home Affordable includes broad support for the GSEs to support the strength and 
security of the mortgage market and to help maintain mortgage affordability.  To this end, on 
Feb. 18, the Administration increased its funding commitment to Fannie Mae and Freddie Mac 
by expanding its commitment to the GSEs under the Preferred Stock Purchase Agreements by 
$200 billion.   
 
Second, Making Home Affordable includes increased refinancing flexibilities for the GSEs, 
providing more homeowners with an opportunity to refinance their mortgages to lower monthly 
payments.  These new flexibilities include the Home Affordable Refinance Program (HARP) 
which provides new refinancing opportunities for underwater borrowers.   



2 

 

 
Third, Making Home Affordable includes the $75 billion Home Affordable Modification 
Program (HAMP) which includes $50 billion in Troubled Asset Relief Program funding, a 
comprehensive mortgage modification plan lowering monthly mortgage payments for borrowers 
and preventing avoidable foreclosures.   
 
HAMP includes several additional components designed to improve the reach of the first lien 
modification program, and provide assistance to borrowers unable to benefit from HAMP 
modifications.  These components include the Second Lien Program, incorporation of Hope for 
Homeowners Refinances, Home Price Decline Protection Incentives and the Foreclosure 
Alternatives Program (facilitating short sales and deeds-in-lieu of foreclosure for borrowers 
unable to complete HAMP modifications). 
 
Now I will discuss the Home Affordable Modification Program in more detail. 
 
HAMP Guiding Principles 
 
The Home Affordable Modification Program is built around three core concepts, designed to 
help the large segment of at-risk homeowners where foreclosure is both avoidable and where the 
homeowner wants to stay in the home.  
 
First, the program focuses on affordability, in an effort to ensure that borrowers who hope to 
remain in their homes will be able to afford the modified mortgage payment structure.  Every 
modification under the program must lower the borrower's monthly mortgage payment to 
31percent of the borrower's monthly gross income.  The borrowers' modified monthly payment 
of 31 percent DTI will remain in place for five years, provided the borrower remains current.  
We believe HAMP creates newly modified fixed-rate loans that homeowners can both afford and 
understand. 
 
Second, HAMP's pay-for-success structure aligns the interests of servicers, investors and 
borrowers in ways that encourage loan modifications that will be both affordable for borrowers 
over the long term and cost-effective for taxpayers.  
 
HAMP offers "pay for success" incentives to servicers, investors and borrowers for successful 
modifications.  Servicers receive an up-front payment of $1,000 for each successful modification 
after completion of the trial period, and "pay for success" fees of up to $1,000 per year for three 
years, provided the borrower remains current. Homeowners may earn up to $1,000 towards 
principal reduction each year for five years if they remain current and pay on time.  HAMP also 
matches reductions in monthly payments dollar-for-dollar with the lender/investor from 38 
percent to 31 percent DTI.  This requires the lender/investor to take the first loss in reducing the 
borrower payment down to a 38 percent DTI, requiring lenders/investors to share in the burden 
of achieving affordability.  To encourage the modification of current loans expected to default, 
HAMP provides additional incentives to servicers and lenders/investors after current loans are 
modified. 
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Third, participating servicers are required to evaluate every eligible loan using a standard net 
present value (NPV) test.  If the test is positive, the servicer must modify the loan.  Under 
HAMP's loan modification guidelines, mortgage servicers are prevented from "cherry-picking" 
which loans to modify in a manner that might deny assistance to borrowers at greatest risk of 
foreclosure. 
 
HAMP Goals and Eligible Population 
 
The Administration expects that HAMP can help millions of at risk homeowners remain in their 
homes. Prior to launching the program, we estimated that the program could offer help to as 
many as 3-4 million borrowers through the end of 2012.  
 
Today, there are many borrowers potentially facing foreclosure or in some stage of foreclosure.  
These homeowners are struggling for a number of reasons, many of them outside the control of 
the borrower:  

• Some were put in unsustainable loans 
• Many have seen their incomes decline, while  
• Some just bought too much home in the hopes of being able to refinance or sell after 

further appreciation.  
 

HAMP is intended to help an important segment of these borrowers who are currently at-risk of 
foreclosure or who will be at risk prior to the end of 2012. The program is targeted to help 
homeowners who: 
 

• Occupy their home as their primary residence, 
• Who have a loan balance less than $729,750, 
• Took out their mortgage prior to Jan. 1, 2009, 
• Whose mortgage payment is greater than 31% of their gross monthly income, and  
• Who can afford to make a reasonable payment on a modified mortgage.    

 
Among this target population, we also expected that there would unfortunately still be some 
borrowers who would not respond to outreach efforts or who would not act on trial modification 
offers when extended, though every effort was planned to minimize this number.   
On balance, the Administration estimated that this segment of at-risk borrowers who could be 
offered help through a modified payment under HAMP could be as high as 3-4 million. While it 
is critical to reach as many of these borrowers as early in the program as possible, the program 
will continue offering help through the end of 2012; in order to reach that goal, we targeted a run 
rate of 20,000-25,000 trial modification starts per week.  
 
For the millions of homeowners who are eligible for HAMP, the program will provide a critical 
opportunity to stay in their homes. It will bring relief to the communities hard hit by 
foreclosures. It will provide peace of mind to families who have barely managed to stay current 
on their mortgages or who only recently have fallen behind on payments. It will help stabilize 
home prices for all American homeowners and, in doing so, aid the recovery of the U.S. 
economy.  However, it will not reach those outside of the eligibility criteria and was not designed 
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to have a reach broader than the 3-4 million goal articulated from the start of the program. Even 
with HAMP expected to help millions of homeowners remain in their homes, we unfortunately 
should still expect millions of foreclosures for the reasons mentioned above, as President Obama 
noted when he launched the program in February.  
 
(2)  Results To Date 
 
There are clear signs that Making Home Affordable and other Administration programs 
supporting the housing market are having a meaningful impact.    
 
Since announcement of the Administration's broad housing plan on Feb. 18: 
 

• Low rates have enabled nearly 3 million borrowers with GSE loans to refinance  
• Fifty-seven servicers have signed up for the HAMP program 
• More than 85% of loans in the country are now covered by the HAMP program 
• As of the end of August, servicers had extended over 570,000 HAMP trial modification 

offers 
• Also as of the end of August, over 360,000 HAMP trial modifications were underway 

 
With the next report that will be issued at the beginning of October, we will further provide an 
update on the substantial progress that has been made in September.  
 
We are above our target pace of 20,000 to 25,000 trial modifications started per week and are on 
track to reach or exceed our goal of 500,000 modifications started by November 1. 
Effective implementation is essential to ensure that we can reach as many eligible and qualified 
borrowers as possible under our program.  I outline our implementation efforts below. 
 
(3)  Program Implementation 
 
As noted, effective implementation is essential to success of HAMP.  There has been significant 
progress in implementing the program, but, as discussed, there is much additional work to do in 
further improving both implementation and borrower experience. 
 
Together the GSEs and participating servicers have halted foreclosure sales on all properties 
until they can be screened for HAMP.  Servicers have ramped up capacity and outreach, created 
MHA specific websites, call centers and mailing campaigns.  As of the end of August, servicers 
report that nearly 2 million requests for financial information have been sent to borrowers 
potentially eligible for the HAMP program. 
 
In the space of just about six months, the Administration has built the infrastructure to support a 
$75 billion modification program, including, for example, establishing a data reporting system, 
accounting and internal control procedures, staffing up the Homeownership Preservation Office, 
through compliance agent Freddie Mac, establishing a comprehensive compliance system, 
working with Fannie Mae to establish a borrower call center and borrower outreach events, 
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launching two websites - one for consumers and one for servicers - and publishing monthly 
servicer-by-servicer progress reports.  
 
The HAMP public report identifies a population of 2.9 million borrowers who might be eligible 
for HAMP.  As discussed above, this is only a subset of borrowers at risk of foreclosure.  For 
example, any loan on an investor owned, rather than owner occupied property, would not be 
included in the 2.9 million.  Within the 2.9 million, not every borrower will qualify.  Again, 
many will not qualify because their mortgage payment is already less than 31% of their income, 
or because the NPV tests yields a negative result or for other reasons.   
Of the remaining population of borrowers that may be eligible for HAMP, borrowers might not 
receive modifications because they do not respond to outreach efforts, or because servicers are 
not able to contact them.  This is a group of borrowers who can be helped through effective 
program implementation.  Many of the program's borrower outreach efforts are outlined below in 
the discussion on program improvements. 
 
(4)   Current Challenges  
 
As with any new program with the size and complexity of HAMP, the program faces a number 
of challenges, which the Administration is addressing aggressively, as outlined below. 
 
On July 9, as a part of the Administration's efforts to expedite implementation of HAMP, 
Secretaries Geithner and Donovan wrote to the CEOs of all of the servicers currently 
participating in the program.  In this joint letter, they noted that "there appears to be substantial 
variation among servicers in performance and borrower experience, as well as inconsistent 
results in converting trial modification offers into actual trial modifications."  They called on the 
servicers "to devote substantially more resources" to the program in order for it to fully succeed. 
 
The joint letter to participating servicers also requested that the CEOs designate a senior liaison, 
authorized to make decisions on behalf of the CEO, to work directly with us on all aspects of 
MHA and attend a program implementation meeting with senior HUD and Treasury officials on 
July 28, 2009.  At that meeting, the Administration asked servicers to substantially expand 
servicer capacity, help promote transparency and accountability at both the program and 
borrower level, and improve borrower outreach and the overall borrower experience.  
 
After that meeting, the weekly rate of trial modification starts increased by nearly 50%, from 
22,000 to more than 30,000 on average.  
 
We continue to address the challenges outlined in the July 9 letter and discussed during the July 
28 meeting.  As an increasing number of borrowers reach the end of their trial periods, an 
additional challenge the program will face is conversion of trial modifications to official 
modifications; this will be the primary focus of near-term discussions with servicers and is of 
critical importance to the program and the Administration.  Accordingly, the Administration is 
devoting significant resources to helping as many borrowers as possible submit all required 
documentation and successfully convert their trial modifications to final modifications. 
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(5)  Program Improvements and Next Steps 
 
The Administration is focused on program improvements in three key areas: capacity, 
transparency and borrower outreach. 
 
Expanding Servicer Capacity 
 
We are taking a number of steps and working with servicers to expand nationwide capacity to 
accommodate the number of eligible borrowers who can receive assistance through HAMP. I 
highlight some key measures below:  
 
One, we have asked that all servicers move rapidly to expand servicing capacity and improve the 
execution quality of loan modifications.  This will require that servicers add more staff than 
previously planned, expand call center capacities, provide a process for borrowers to escalate 
servicer performance and decisions, bolster training of representatives, enhance on-line 
offerings, and send additional mailings to potentially eligible borrowers 
 
At the meeting on July 28, servicers committed to reaching a cumulative target of 500,000 trial 
modifications started by November 1, 2009.  We are on track to meet that goal and have made 
significant progress in reaching implementation objectives outlined during our July 28 meeting.   
 
Two, we are working with servicers and Fannie Mae to streamline application documents and 
develop a web portal, which can serve as a centralized point for modification applications, and 
for borrowers to check the status of their applications.  
 
Transparency and Accountability 
 
As Secretary Geithner has noted, we are committed to transparency in all of Treasury's programs.  
Accordingly, Treasury is focused on continued transparency and servicer accountability to 
maximize the effectiveness of HAMP.   Specifically, we have taken four additional concrete 
steps to enhance transparency in the program:  
 
One, on August 4, we began publicly reporting servicer-specific results on a monthly basis.   The 
second public report was published on September 9.  The third public report will be published in 
October. These reports provide a transparent and public accounting of individual servicer 
performance by detailing the number of trial modification offers extended and the number of trial 
modifications underway. The reports will eventually include the number of official modifications 
offered and the long-term success of modifications as well.    
 
Two, we are working to establish specific operational metrics to measure the performance of 
each servicer.  These performance metrics are likely to include such measures as average 
borrower wait time in response to inquiries and response time for completed applications.   We 
plan to include these metrics in our monthly public report. 
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Three, we are establishing denial codes that will require servicers to report the reason for 
modification denials, both to Treasury and to borrowers.  This will enhance Treasury's ability to 
evaluate the program and consider options for further program enhancement.   
 
Finally, on July 28 we asked Freddie Mac, in its role as compliance agent, to develop a "second 
look" process pursuant to which Freddie Mac will audit a sample of MHA modification 
applications that have been declined.   
 
This "second look" process began in August, and is designed to minimize the likelihood that 
borrower applications are overlooked or that applicants are inadvertently denied a modification.   
 
In addition, the "second look" program is examining servicer non-performing loan (NPL) 
portfolios to identify eligible borrowers that should have been solicited for a modification, but 
were not.  
 
Borrower Outreach and Fraud Prevention 
 
The Administration recognizes the importance of borrower outreach and is committing 
significant resources, in partnership with servicers, to reach as many borrowers as possible.  
Here, the Administration has taken a number of steps.  
 
Treasury, working with Fannie Mae and an interagency team has established a consumer focused 
website for borrowers, www.makinghomeaffordable.gov, with self-assessment tools for 
borrowers to evaluate potential eligibility in the MHA program.  The website has over 3.4 
million page views.  Treasury and Fannie Mae have also developed a second website to provide 
program information to servicers, www.hmpadmin.com, to provide online access to program 
information for participating servicers. 
 
Treasury has worked with an interagency team to establish a call center for borrowers to reach 
HUD approved housing counselors, so that borrowers are able to receive direct information and 
assistance in applying for the HAMP program.  The Administration is continuing to build 
capabilities of the HOPE hotline to escalate borrower complaints, and link borrowers to HUD 
approved housing counselors.   
 
Working closely with Fannie Mae, Treasury has launched an effort to hold foreclosure 
prevention workshops and borrower outreach events in cities facing high foreclosure rates across 
the country.  
 
These foreclosure prevention events include counselor training forums where representatives 
from Treasury, Fannie Mae, Freddie Mac, HUD and other agencies provide information and 
training to local housing counselors and non-profit groups, leveraging local resources to expand 
the reach of the HAMP program.  We expect to visit 10 hard hit markets by October 1, and will 
continue our outreach efforts throughout the fall and the year to come. 
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The Administration has also expanded the efforts of the federal government to combat mortgage 
rescue fraud and put scammers on notice that we will not stand by while they prey on 
homeowners seeking help under our program.  On September 17, Treasury Secretary Tim 
Geithner hosted Attorney General Eric Holder, Housing and Urban Development (HUD) 
Secretary Shaun Donovan, Federal Trade Commission (FTC) Chairman Jon Leibowitz, Financial 
Crimes Enforcement Network (FinCEN) Director Jim Freis and attorneys general from 12 states 
to discuss emerging trends and proactive strategies to combat fraud against consumers in the 
housing markets as well as best practices to bolster coordination across state and federal 
agencies. 
 
On one final note given the purpose of today's hearing, let me discuss how we have structured 
HAMP to help ensure that borrowers do not slip through the cracks. 
 
First, the contracts signed by servicers to participate in the Home Affordable Modification 
Program require servicers to use reasonable efforts to contact borrowers facing foreclosure to 
determine their eligibility for HAMP, including in-person contact at the servicer's discretion.  
While we have left the precise method of contact to the discretion of the servicer, we believe that 
HAMP's design provides servicers with strong incentives to make contact with distressed 
borrowers.   
 
Second, HAMP requires participating servicers to screen all borrowers for eligibility for a 
HAMP modification before proceeding to foreclosure sale. 
 
Third, Freddie Mac's Second Look Program is designed to ensure that borrowers are not 
inadvertently denied modifications and that applications by eligible borrowers are not 
overlooked. 
 
Conclusion 
 
In less than six months, the Administration has accomplished a great deal and helped 
homeowners across the country.  But we recognize the continued commitment needed to help 
American families during this crisis and will aggressively continue to build on our progress to 
date.   
 
Sustained recovery of our housing market is critical to lasting financial stability and promoting a 
broad economic recovery.  
 
We look forward to working with you to help keep Americans in their homes, restore stability to 
the US housing market and ensure a sustained economic recovery. 
 
Thank you. I look forward to your questions. 
  
 
 
 


