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n June 2014, Treasury Secretary Jacob “Jack” Lew an-

nounced the extension of the Home Affordable Modi-

fication Program (HAMP) through Dec. 31, 2016. Then

last year, Federal Housing Finance Agency (FHFA) Director

Mel Watt announced that the Home Affordable Refinance

Program (HARP) would also be extended through the end of

December 2016. Both programs were originally launched in

2009 and slated to end Dec. 31, 2013. ¶ Though lenders and
servicers continue to help distressed homeowners find welcome

relief through HAMP modifications, participation in these

programs has gradually declined over the past few years. The

need for HAMP is clearly not what it once was.¶ According to
Black Knight Financial Services’ November 2015 Mortgage

Monitor Report, the total U.S. mortgage loan delinquency rate

(30 or more days past due but not in foreclosure) was at 4.92

percent—an 18.26 percent year-over-year decline in the delin-

quency rate from the prior year and a continuation of the

downward trend. ¶ This means that more than half a million
homeowners who were 30 days or more past due on their

mortgages in November 2014 were current (or had other-

wise discharged their loans) by November 2015.¶ This is 
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good news, and—it is hoped—indicative of continued recovery
of the financial health of borrowers throughout 2016 and beyond. 
This does not mean that mortgage loan loss-mitigation

efforts will no longer be needed once HAMP ends in December.
It simply means—at least as of today—that once the formal
provisions of HAMP expire, lenders and servicers must continue
to be prepared to help homeowners struggling with their
mortgage payments to stay in their homes. 

Post-HAMP approach will leverage lessons learned, standards set
Life without HAMP certainly won’t return the industry to the
time when it had no framework by which servicers and in-
vestors could agree to modify the terms of a
mortgage, had no precedent for reducing principal
or interest rates, and no provision for extending
the length of a mortgage loan contract. 
During those days just prior to HAMP, the U.S.

economy was in a recessionary slide and foreclosure
rates were skyrocketing. These conditions had a
devastating impact on families, neighborhoods and
entire communities—as well as on the financial in-
stitutions holding the mortgage debt. 
As a result, the Obama administration enacted

the Emergency Economic Stabilization Act of 2008,
which was later amended by section 7002 of the
American Recovery and Reinvestment Act of 2009.
The goal of these acts was to provide the Treasury
Department with the authority and mechanisms
necessary to restore stability to the U.S. financial
system, including the protection of home values and preservation
of homeownership.
To help achieve these goals, the Treasury established the

Troubled Asset Relief Program (TARP) and the Making Home Af-
fordable program (under which HAMP was launched). 
The government also worked in close collaboration with

lenders, servicers and investors to develop standardized guidelines
for a fair and consistent approach to evaluating borrowers for
possible mortgage loan modifications.
Once the industry had the tools and framework it needed to help

curb the unprecedented number of foreclosures, a paradigm shift in
the industry occurred. Rather than the age-old practice of moving
non-paying borrowers through collections and into foreclosure, ser-
vicers actively solicited borrowers to participate in HAMP before re-
ferring a loan to foreclosure. The program also provided monetary
incentives to financial institutions (possibly helping to offset some
of their modification-related costs) as well as to borrowers.
However, HAMP took some getting used to—not only from

the standpoint of financial institutions, but also for homeowners. 
Those with past-due mortgage payments tended to avoid

contact with lenders and servicers, expecting unpleasant collections
conversations rather than assistance that might help them avoid
foreclosure. But gradually, through the tremendous communications
efforts of both public and private organizations, distressed home-
owners realized that they might qualify for loan-modification op-
tions that they could actually afford. Instead of the difficult
disruption in their lives they were dreading, they and their families
were able to remain in their homes. 

Focus on maintaining customer trust
The mortgage industry made significant, if hard-earned, gains

in customer trust once homeowners saw that financial insti-
tutions were willing to help them find alternatives to foreclosure
if at all possible. Certainly, the industry has come a long way
since the days when homeowners were reluctant to even
return a servicer’s phone call. However, without continued
focus on ensuring that distressed homeowners have the in-
formation, support and options they need to remain in their
homes, this trust can just as easily be lost.
One of the most important tools for building trust with de-

faulted homeowners has been the assignment of a single point
of contact (SPOC), and of course, this must continue beyond the
expiration of HAMP. 

Ensuring that struggling borrowers have one
person they can talk to who understands the
specifics of their situation—and is working with
them to find a solution that meets their unique
needs—allows homeowners to see servicers as peo-
ple who want to help them rather than as faceless
corporations.
It is also important to make sure that borrowers

thoroughly understand the pros and cons of pro-
grams for which they may be eligible. For example,
it is likely that Fannie Mae and Freddie Mac will
announce their own loss-mitigation/loan-modifi-
cation programs before HAMP expires, and financial
institutions may also establish loss-mitigation pro-
grams with their own unique provisions. 
However, because HAMP is presently the only

program available under TARP that offers financial
incentives to borrowers (as well as to servicers), it’s important
to encourage homeowners for whom HAMP is a good fit to
complete their applications and submit them by the Dec. 31
deadline.  
Keeping the focus on maintaining customer trust will be just

as important moving forward as it has been in the years since
the mortgage crisis began. When distressed borrowers feel that
servicers want to help them, and they have a SPOC who has
taken the time to get to know them and explain their options in
common-sense language they understand, that trust will be
preserved. 

Managing loss mitigation through volume ups and downs  
While it’s true the number of mortgage loan defaults has
steadily declined, and the associated loss-mitigation demands
have dropped for now, changing market factors will likely
result in volume ups and downs over time. 
For example, 10-year first-lien loans, home-equity lines of

credit (HELOCs) and second mortgages that were originated
with interest-only payment provisions between 2005 and 2008
began to reset last year and will continue to do so through 2018.
Unfortunately, many of these resets—perhaps as much as half
or more—are associated with properties worth less than what
is owed on them.
As these loans are fully amortized and payments are adjusted

to cover principal and interest, many homeowners are likely to
experience significantly higher monthly payments. 
Proactive loss-mitigation efforts may help avoid serious delin-

quency problems, but it is possible that at least some of these
loans could be at risk for default and potentially foreclosure.  
Another source of loss-mitigation volume could be associated

HAMP took

some getting 

used to—not

only from the

standpoint of 

financial institu-

tions, but also for

homeowners. 



with defaulted mortgage debt that is being sold by the govern-
ment-sponsored enterprises (GSEs) as non-performing loan
(NPL) portfolios. 
Investors that purchase this debt may then repackage and

resell these loans to others, but the FHFA has issued guidance
reminding investors that if they purchase and retain these NPL
portfolios, they must try to reach solutions with borrowers to
help them avoid foreclosure. Such solutions could include ex-
tending loan terms, writing down the principal or pursuing a
short sale.
Of course, other factors such as economic disruptions due to

declines in domestic or global markets, or even severely damaging
weather such as the destruction associated with Hurricane
Katrina in 2005, could result in reduced employment levels and a
surge in the number of mortgage defaults. However, as loss-mit-
igation demands ebb and flow over time, financial institutions
with solid plans in place—even without HAMP as an option—will
be able to provide the guidance, range of options and modification
solutions distressed borrowers need to stay in their homes.

Preparing for post-HAMP processes, procedures and solutions
One of the most important things that financial institutions
should be focused on right now is nailing down the specifics
of their loss-mitigation approach for non-GSE mortgage
defaults once HAMP ceases to exist. This includes the detailed
work of finalizing their policies related to the types of modi-
fication options they will offer, as well as outlining the many
provisions and details that will ultimately deter-
mine whether a homeowner is eligible for a loan
modification. But the work does not end there.
When the U.S. government originally stepped in

with TARP and the HAMP program to help preserve
homeownership and stabilize the financial markets,
it created a framework by which servicers could
work with private investors to agree upon loan-
modification terms—a significant accomplishment.
However, financial institutions and the investors
they work with should determine whether that
same framework will be suitable once HAMP expires. 
If changes are needed, or even if the status quo

remains in place, servicers and investors should
make sure they are on the same page once HAMP
expires in terms of the processes and procedures
they will use to agree upon loan-modification terms.

Getting ready for government oversight of new loss-mitigation
programs
As financial institutions finalize the details of their new loss-
mitigation programs, servicers must also document—with
significant detail—the policies and procedures they have de-
cided to employ. 
If the past is predictive of the future, Consumer Financial

Protection Bureau (CFPB) examiners will want to review the
details of these policies and procedures as part of their auditing
processes, and will carefully evaluate sample files to ensure
that loss-mitigation practices and outcomes accurately reflect
the provisions of those policies.  
Servicers should also ensure that they have robust technology

in place that provides the functionality they need to give
regulators the time and date details they are looking for as part

of their auditing process. The ability to demonstrate policy ad-
herence for each step and decision in the loss-mitigation process
is vital to giving auditors the assurance they need that outcomes
have been fair and consistent.  
There’s clearly a lot at stake. The CFPB has shown its willing-

ness to broadly apply its UDAAP (unfair, deceptive or abusive
acts or practices) authority under the Dodd-Frank Wall Street
Reform and Consumer Protection Act, in addition to its enforce-
ment authority associated with the financial services statutes. 
Servicers must be able to prove that consumer access to

loss-mitigation options has been reasonable and fair, and that
their right to appeal a loan-modification denial has been upheld.
If servicers fail to do so, they could certainly be at risk for
financial penalties. In fact, penalties for violating UDAAP can be
up to $1 million per day for a knowing violation of the law—cer-
tainly something financial institutions want to avoid. 

Foreclosure avoidance will remain the standard
Fortunately, significant technology advancements and greater
access to large pools of proprietary and public data have
given financial institutions the insights they need to identify
distressed homeowners sooner. 
For example, through automated monitoring of specific indi-

cators such as a slowing payment cycle, servicers can efficiently
create a customized outreach message to a particular homeowner,
perhaps with an offer to connect him or her to a financial coun-
selor to discuss the availability of potential mitigation options.

Today the imperative to do everything possible
to help homeowners stay in their homes has be-
come the de facto standard for the mortgage in-
dustry. However, while HAMP provided the
framework and the tools to drive servicers toward
achieving solutions based upon specific debt-to-
income (DTI) ratio levels, that’s not to say that
additional measures won’t be developed in the
future—either by financial institutions or by the
government. 
The Dec. 31 sundowning of HAMP certainly does

not preclude new possibilities, and in the interest
of reacting to future market changes, loss-mitigation
product and solution innovation may be necessary
as part of the country’s long-term commitment to
foreclosure avoidance.
In addition to the specific conditions and provi-

sions of possible loan-modification options, other areas will
also continue to require the best efforts of the mortgage indus-
try—such as ensuring a positive customer experience during
the loss-mitigation process. 
Appropriate, ongoing outreach and communication with

past-due homeowners will remain vital to success. Also critical
to success will be the technology and data-driven decisioning
capabilities to help ensure adherence to business and compliance
requirements, as well as a fair and balanced approach to miti-
gation options.  MB

George FitzGerald is executive vice president of solutions management for
Servicing Technologies, a division of Jacksonville, Florida–based Black Knight
Financial Services (BKFS). He has been with BKFS for 22 years and has 29
years of experience in the mortgage banking industry. He can be reached at
mortgage.marketing@bkfs.com.
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