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Foreclosure Crisis:  Foreclosure Crisis:  

HOW DID WE GET HERE?HOW DID WE GET HERE?

Foreclosure Crisis:  Foreclosure Crisis:  

HOW DID WE GET HERE?HOW DID WE GET HERE?



What Does Foreclosure Look Like In What Does Foreclosure Look Like In 
Our Community?Our Community?

Foreclosure Mitigation StrategiesForeclosure Mitigation Strategies

I. Reach Troubled Home Owners

II. Educate the Community

III. Employ Effective Individual Foreclosure   
Mitigation Counseling Services

IV. Stabilize Neighborhoods



The Foreclosure ProcessThe Foreclosure Process
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Judicial ForeclosureJudicial Foreclosure

60 days delinquent 60 days delinquent –– Lender sends out an Lender sends out an 
Act 6 notice.Act 6 notice.
90 days delinquent 90 days delinquent –– Lender sends out an Lender sends out an 
Act 91 notice.Act 91 notice.
Once the act expires Once the act expires -- Foreclosure Foreclosure 
attorney begins the legal process by filing attorney begins the legal process by filing 
a "Complaint" at the county courthouse. a "Complaint" at the county courthouse. 
Sheriff’s office schedules a "Sheriff Sale" Sheriff’s office schedules a "Sheriff Sale" 
date. date. 
Eviction process begins if the mortgagor Eviction process begins if the mortgagor 
still resides in the property.still resides in the property.

Why don’t people take action?Why don’t people take action?

ScaredScared

AngryAngry

DepressedDepressed

EmbarrassedEmbarrassed



You Are Not AloneYou Are Not Alone

Over 1 percent of all U.S. households Over 1 percent of all U.S. households 
were in some stage of foreclosure in were in some stage of foreclosure in 
2007.2007.

Only about 30% of those Only about 30% of those 
homeowners actually lost their homeowners actually lost their 
homes.homes.

Foreclosure Process:  Foreclosure Process:  
First Things FirstFirst Things First

Don’t Panic.Don’t Panic.

See a HUDSee a HUD--certified housing certified housing 
counseling agency as soon as counseling agency as soon as 
possible. possible. 

Stay in touch with your lender.Stay in touch with your lender.



Foreclosure Counseling Foreclosure Counseling 
ProcessProcess

Gather information.Gather information.

Analyze situation.Analyze situation.

Develop hardship letter.Develop hardship letter.

Work on a realistic budget.Work on a realistic budget.

Assist with negotiating a workout Assist with negotiating a workout 
agreement with the lender or servicer.agreement with the lender or servicer.

What are some of the methods lenders What are some of the methods lenders 
use to work with “atuse to work with “at--risk” homeowners?risk” homeowners?

RefinanceRefinance

Loan ForbearanceLoan Forbearance

Repayment PlanRepayment Plan

Loan ModificationLoan Modification



HH OMEOWNERS OMEOWNERS EEMERGENCY MERGENCY 
MM ORTGAGE ORTGAGE AA SSISTANCE SSISTANCE 

PPROGRAM (HEMAP)ROGRAM (HEMAP)

Developed in response to the steel mill Developed in response to the steel mill 
closings of the ’60’s and ’70’sclosings of the ’60’s and ’70’s

Can take one of two forms; either a Can take one of two forms; either a 
single payment to bring the mortgage to single payment to bring the mortgage to 
datedate

OR assistance for up to 24 monthsOR assistance for up to 24 months

IT IS A LOANIT IS A LOAN

HEMAPHEMAP

Once PHFA receives the application, they Once PHFA receives the application, they 
have 60 days to come to a decision.have 60 days to come to a decision.
If approved the loan will move to closing If approved the loan will move to closing 
within 60 days after the decision.within 60 days after the decision.
If denied, the homeowner can appeal.If denied, the homeowner can appeal.
Recipients must pay a mandatory monthly Recipients must pay a mandatory monthly 
payment of at least $25 or up to 40% of payment of at least $25 or up to 40% of 
net income.net income.



“Making Home Affordable” Program

Two-Part Program:

1) Refinance

2) Loan Modification

REFINANCE
For: Responsible homeowners suffering from falling home prices

1) Owner of 1-4 unit primary residence?

2) Is the loan owned or guaranteed by Fannie Mae or 
Freddie Mac?

3) Current on the mortgage payments?  (not more than  30 
days late)

4) Is the amount you owe on your first mortgage abou t the 
same or less than the current value of your house?



MODIFICATION
For: Homeowners who can no longer keep up with 

mortgage payments

1) Primary residence?

2) Amount on 1 st mortgage under $729,750?

3) Proof of viable “hardship” to cause issue?

4) Mortgage before Jan. 1st, 2009?

5) Payment on 1st mortgage over 31% of gross 
income?

HHome ome EEquity quity CConversion onversion 
MM ortgage ortgage 

(Reverse Mortgage) or HECM(Reverse Mortgage) or HECM

Converts equity to cashConverts equity to cash

Must be 62 years or olderMust be 62 years or older

Must live in the homeMust live in the home

Must pay the property taxes, Must pay the property taxes, 
insurance, maintain the home and insurance, maintain the home and 
grounds.grounds.



HECMHECM

““ Forward” mortgage is Forward” mortgage is Falling Debt, Falling Debt, 
Rising EquityRising Equity

Reverse mortgage isReverse mortgage is Rising Debt, Falling Rising Debt, Falling 
EquityEquity

Forward Mortgage

Home Value

Debt

HECMHECM

Reverse MortgageReverse Mortgage

Home Value

Equity

Loan Balance



HECMHECM

Can be used for any purposeCan be used for any purpose
Can be distributed:Can be distributed:
–– In a lump sumIn a lump sum
–– A credit lineA credit line
–– Monthly for a specific periodMonthly for a specific period
–– Monthly for lifeMonthly for life

Must be paid when:Must be paid when:
Borrower dies, sells, or movesBorrower dies, sells, or moves

ReRefinance to an finance to an AAffordable ffordable 
LLoan (REAL)oan (REAL)

Developed for people who are at risk of Developed for people who are at risk of 
losing their homes if they cannot refinance losing their homes if they cannot refinance 
to more affordable terms.to more affordable terms.

30 year fixed rate30 year fixed rate

100% financing with flexible credit 100% financing with flexible credit 
underwriting.underwriting.



Home Equity Recovery Opportunity Home Equity Recovery Opportunity 
Loan ProgramLoan Program

(HERO)(HERO)

Enhance the financial situation of Pennsylvania Enhance the financial situation of Pennsylvania 
residents who cannot afford their current residents who cannot afford their current 
mortgagemortgage

Hero can modify current monthly payment in an Hero can modify current monthly payment in an 
attempt to make it affordableattempt to make it affordable

Designed for people Designed for people notnot eligible for the REAL eligible for the REAL 
program due to credit issues or lack of equity.program due to credit issues or lack of equity.

Beware of foreclosure Beware of foreclosure 
rescue scams!rescue scams!



What options are available if What options are available if 
you can’t keep your home?you can’t keep your home?

Hardship Mortgage AssumptionHardship Mortgage Assumption

Deed in lieu of foreclosureDeed in lieu of foreclosure

Short SaleShort Sale

What should you do if you are What should you do if you are 
facing foreclosure?facing foreclosure?

Be honest with yourselfBe honest with yourself

Be proactiveBe proactive

Seek assistanceSeek assistance

Keep in contact with your lenderKeep in contact with your lender



What Can We All Do To Help?What Can We All Do To Help?

“Having a plan enabled us to keep hope alive.  Perh aps in similar
fashion, people who are in their own personal crisi s – a pink slip, a 
foreclosure – can be reminded that no matter how dir e the 
circumstance, or how little time you have had to de al with it, further 
action is always possible.  There’s a way out of ev en the tightest spot.  
You can survive.”

Capt. Chesley B. Sullenberger

Questions?Questions?
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