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HOUSING
Help (Stll) Wanted:

 Banks go slow on

iing bad home loans

MNew York neighborhoods have been
struggling with the aftereffects of
the subprime- and éxotic-maortgage
boondoggle for the better part of
three years now. Tespite a surfeit of
governmenl programs intended to ca-
jole banks into helping homeowners
dlimb out from under, most New York-
ers who are behind on their mortgages
are nol getting the help they seele

And those who are petting help
might be better off without it. Poreclo-
sure prevention counselers wha wark
dlosely with distressed  homeowners
ire raising serious questions zbout the
quality of what few loan modifications
are being made. As hard as it might be
to believe, modification might be mak-
ing some home loans even worse,

The federal government launched the
Home Adfordable Mortgage Program
(HAMPF) in March 2009 to encour-
age the banks that service mortgages
W help homeowners aveid foreclo-
sures by rewriting the terms of unaf-
fordable loans, whether by lowering
interest rates, extending repayment
periods or lowering morigage prin:
cipal. The program, initlally budget.
ed at §75 billion, pays hanks for each
mwrigage they modify.

Mationwide, 17 million people
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are eligible for the program, but cnly
I95,38—s merc 17 percent—have
had permanent changes made to their
loan terms, according to the mosl
recentt monthly data collected by the
U5, Treasury, which adminlsters
the program, Treasury officials says
HAMP &5 improving becanse the
servicers are being goaded to b more
responsive, “Our focus now iz on
improving the homeowner expericnce
and holding servicers accountable for
their performance” Phyllis Caldwell,
chief of Treasurys Homeownership
Prescrvation Office, said in a statement.

With help from foreclosure preven-
tion counselors across the city, 2,987
Mew Yorkers applied for permanent
loan medifications in the past two
years, Only 428 pot them, aceord-
ing to figures collected by the Center
for Mew York City Meighborhoods, a
nonprofit that coordinates a cliywide
network of dozens of housing coun-
selors and ]l_'gnl providers,

Far more commaon than modifica-
tions that actually make mortgages
affordable are endless delays and ob-
fuscation from banks, several houwsing
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counselors told Ciey Lists. In May, the
Urban Justice Center (a nonprofie ad-
vecacy organization) sued [PMorgan
Chase for allegedly flouting HAMP
guidelines and refusing to make per-
manent modifications to the morteae-
e5 of three Queens homeowners Later
in the month, a coalition of advocates
and distressed homeowners induding
the Meichborhood Foomomic Devel-
opment Advocacy Froject, a longtime
watchdog of bank lending in low-in
come arcas, disrupted Chases share
holder meeting, protesting the banks
intransigence tovward homeowners.

Huousing counsclors say they are put
on hold for hours when they call lend-
ers and that borrewers fax applications
L banks over and over again, only to be
told they were Inst.

“I swear, someday 10 years from
Now, SMEOn is going to epen a closet
and be killed by a pile of lost faxes”
says Jennifer Murphy, lender servicer
refations directer at the Center for
Mew York City Meighborhoods. When
a state banking department official re-
cently asked CHYCHS execotive direc-
tor, Michael Hickey, what would im-

prove HaAME he had & simple answer:
‘et banks to answer the phonea!

Mationally, 1.2 million trial medifica
tions have been ofered under HAMP
But If homeowners are offered a three-
mmonth trial modification but denied a
permanent mocification, they can be
worse off than when they started.

“If you are in a trial mod and they
come back and say, ‘Actually, vou don’t
qualify they can ask vou to pay the

‘L swedr, someday 10
yedars {rom now, someone
is going o open d closet
and be killed by a pile of

lost faxes."”

arrearages that you were not paying”
during the trial modification period,
Murphy says, OF the more than 3,000
hoimeswners who applied for modih
catbons through the CNYCHN network,
641 were offered trial modifications.

But even a rare permanent medi
fication, intencled to be a lifeline, can
be more like a pair of concrete shoes.
Counselors say banks commonly insist
o extended loan terms, $20.000 bal-
‘o pavments that come due when the
mertgage 18 paid off and loan amownts
that increase the often already inflated
value of the home,
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very problematic, even if you put on
your mosiest-colored glasses,” says Re-
bekah Cook-Mack, a staff attorney at
South Brooklyn Legal Services, "The
modifications are making the loan
amounts higher”

Mo counselor in the New York City
foreclesure prevention network has
seen g modification that actually re
duced loan princpal. Cook-hack and
others who participate in a housing
coutiselor Listserv convend.

Coak-Mack wonders if banks even

want to help. She cites two of her i
ents, B0-year-old retired civil servants
it Bedford-Staywvesant whe refinanced
their home to make repairs, They ap-
proached Wells Fargo for help with a
330,000 maortgage on which they had
made 560,000 worth of payments, The
banl's best offer: & $739,0600, dl-pear
mortgage with & balloon  payment,
“Someone somewhere knows that these
things are still crap” Cook-Mack says,

Banks collect
more  fees  the
longer they hold
@ mortgage (o
limbo,  Modify-
ing a mortgage,
particularly  for
homeowners
who  heve  paid
off @ substantial
amcdant, is not as
profitabde to the
bank @ foreclos-
ing om the house and selling it, espe-
E'i:||.|'!.-' if the bank is calculating the net
present value of the loan with overdy
aptimistic figires

JPMorgan Chase, which services 18
percent of loans in the CNYCNS net-
worly, 15 committed to helping hom
eowners, says Michael Fusco, a spokes
man for the bank. “As a national leader
in foreclosure prevention, we have con
tinued o expand upon and improve
our programs o keep families in their
homes,” e says, According to Treasury,
IPMorgan Chase had 246,185 HAMP-
eligible borrowers as of March 31. Tt
has cum_:\ltted 39,507 permanent nwod
ifications and begun trials on 189014
under the program.

—Eileen Markey
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Costs and Benefits:
The pros and cons of
policing weliare fraud

Brooklyn District Attorney Charles
Hynes made headlines in April when



