NeighborWorks:

AMERICA

Preserving Homeownership:
Analyzing the Elements of Leading
Foreclosure Prevention Programs

NeighborWorks® Center for
Foreclosure Solutions
Washington, DC

May 30, 2007




Preserving Homeownership: Analyzing Elements of Leading Programs

NEIGHBORWORKS® AMERICA AND
THE NEIGHBORWORKS® NETWORK

Neighborhood Reinvestment Corporation, doing business as NeighborWorks® America, was
established by an act of Congress in 1978 (Public Law 95-557). A primary objective of
NeighborWorks™ America is to increase the capacity of local, community-based
organizations to revitalize their communities, particularly by expanding and improving
housing opportunities.

These local organizations, known as NeighborWorks® organizations, are independent,
resident-led, nonprofit partnerships that include business leaders and government officials.
Together they make up the NeighborWorks® network.

This publication was researched and written by Rochelle Nawrocki Gorey with support from
J. Michael Collins.

Copyright © 2007 NeighborWorks® America, 1325 G Street N.W., Suite 800, Washington,
DC 20005; (202) 220-2300; www.nw.org.

First edition: May 2007

NEIGHBORWORKS® AMERICA
BOARD OF DIRECTORS

Chair: Thomas J. Curry, Director, Federal Deposit Insurance Corporation

Vice Chair: Julie L. Williams, First Senior Deputy Comptroller and Chief Counsel, Office of
the Comptroller of the Currency

Rodney E. Hood, Vice Chairman, National Credit Union Administration

Randall S. Kroszner, Member, Board of Governors of the Federal Reserve System

Brian Montgomery, Assistant Secretary, U.S. Department of Housing and Urban
Development

John Reich, Director, Office of Thrift Supervision

May 2007 i



Preserving Homeownership: Analyzing Elements of Leading Programs

1. Introduction

Foreclosures have been increasing across the nation, reaching record levels in 2006 and
2007, with elevated levels of foreclosure likely for several more years. Responses to the rise
in foreclosure have been decidedly local. Local governments and local nonprofits working on
the ground have developed unique solutions to help keep families from losing their homes
and neighborhoods from becoming blighted by foreclosed properties. These efforts have
generally been small, and few have reached a national scale. This report summarizes lessons
from five successful foreclosure-prevention programs that may be instructive for national and
local replication. While each program is unique, together these five leading strategies provide
examples of innovative practices that can be adopted by other organizations and other
communities. The five organizations programs included in this report are:

Consumer Credit Counseling Services (CCCS) of San Francisco, California;
Beyond Housing, St. Louis, Missouri;

Home HeadQuarters, Syracuse, New York;

NeighborWorks® Waco, Texas; and

Neighborhood Housing Services (NHS) of New York City, New York.

A o

With the exception of CCCS of San Francisco, all are members of the NeighborWorks®
network. This study is based on telephone interviews with key program staff and an analysis
of program materials and reports.

Each program was developed in response to the rise in foreclosures, but each employs a very
different approach. CCCS utilizes a telephone-based strategy, working with servicers to
make early contact with borrowers in default. Beyond Housing serves a multistate area,
blending phone counseling with face-to-face follow-up. Home Headquarters and
NeighborWorks® Waco have formed strong partnerships with city government and offer loan
funds for borrowers in default. NHS of NYC has evolved from a neighborhood-based model
to a citywide model that leverages neighborhood resources with a national call center. Each
program is still evolving in response to the needs of the marketplace. Each program has also
tailored its approach to its community of focus.

All the programs share common factors of success, including (1) partnerships with govern-
ment and industry, (2) targeted outreach to borrowers in default, (3) continual staff and
systems development, and (4) services for borrowers that extend far beyond working with
troubled loans.
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2. Summary of Programs Highlighted in This Report

The five programs were purposefully selected for this project based on input from
NeighborWorks® America. All programs employ a counseling component, and several
include financial assistance as well. In general, these programs operate at the local level,
although telephone counseling services in particular may serve much larger geographies.
These programs include a mix of strategies to engage borrowers, but not all include a formal
role for mortgage lenders or servicers. Almost all of the programs reviewed rely on public
subsidies for a portion of administration and operations. Each program is briefly summarized
below, and Figure 1 (page 5) provides a snapshot of the five programs reviewed for this
project. Each program is detailed in Section 3, including “lessons” that may be instructive for
other programs. Section 4 draws conclusions across programs and Section 5 provides a brief
overall conclusion.

Beyond Housing, St. Louis, Missouri

Strategies: In November 2005, Beyond Housing created the Metro St. Louis Foreclosure
Prevention Task Force, consisting of representatives from local government, local and
neighborhood-based nonprofits, legal services organizations and lenders to address the
growing number of foreclosures in the St. Louis area. The task force immediately commis-
sioned a study by the University of Missouri—St. Louis Public Policy Research Center to
examine geographic trends of foreclosures in the St. Louis region and document the impact
of foreclosures on lenders, borrowers and their communities. As a direct result of this study,
the members of the task force are working to develop and implement programs to reduce the
foreclosure rate across the region and to minimize the damage done to communities when a
foreclosure does occur.

Leading Innovation: Bringing together the necessary partners through a focused task force
effort has led to the marshalling of resources, increasing overall outreach efforts, and
coordinating foreclosure-prevention counseling services, which has made foreclosure
prevention a key issue in the St. Louis area.

CCCS of San Francisco

Strategies: Consumer Credit Counseling Services (CCCS) of San Francisco works with
Freddie Mac and participating loan servicers to provide early delinquency counseling to
homeowners. Homeowners receive an introductory letter on the CCCS letterhead that names
their servicer and investor, and asks them to contact the housing and debt counseling agency
through a toll-free number. CCCS begins outbound calls within five days of receipt of the
letter if they do not hear back from the homeowner. Homeowners are provided with financial
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and budget counseling over the telephone, and CCCS counselors work directly with
participating servicers to facilitate a workout.

Leading Innovation: As the investor in the program, Freddie Mac provides the industry with
a model approach for the delivery of early delinquency intervention. In this program, the role
of the investor is to require delinquency counseling for borrowers through its servicers and
through an independent, third-party counseling agency. Using third-party outbound calls has
increased borrower contact rates substantially. Freddie Mac also pays for the counseling,
recognizing that funds allocated toward counseling services are less costly than a property
going into foreclosure. Outbound calls and the availability of a third-party counseling agency
have resulted in much higher contact and resolution rates than average industry figures.

Home HeadQuarters, Syracuse, New York

Strategies: Home HeadQuarters has developed a unique partnership with CitiFinancial that
includes a designated contact for pursuing loan workouts for CitiFinancial borrowers in the
Syracuse area. In addition, Home HeadQuarters administers a Financial Assistance
Committee (FAC) that provides loans to help bring homeowners current, and offers all
homeowners who go through its foreclosure-prevention program an opportunity for post-
intervention follow-up with a foreclosure-prevention counselor.

Leading Innovation: Having a designated contact for the foreclosure-prevention counselor
brings efficiency and effectiveness to their program. Maintaining an avenue for customer
follow-up helps insure the sustainability of any workout pursued.

NeighborWorks® Waco, Texas

Strategies: NeighborWorks®™ Waco began to offer foreclosure-prevention services in late
2006 to Waco residents. NeighborWorks®™ Waco works in close partnership with the city of
Waco and has benefited from many joint marketing efforts with the city. The city of Waco
provides foreclosure-prevention loan funds for qualified homeowners, and NeighborWorks®
Waco administers the program. Funding for program administration is made available from
other city funding sources.

Leading Innovation: Working closely with city administration officials, NeighborWorks®
Waco has built a powerful relationship with its city government. The city has been a strong
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ally for marketing efforts; for example, NeighborWorks® Waco program materials will be
included in city employee inserts and in water bills to homeowners.

NHS of New York City, New York

Strategies: Neighborhood Housing Services (NHS) of New York City offers foreclosure-
prevention counseling services through its Foreclosure Prevention Program (FPP). NHS
foreclosure-prevention counselors assess homeowners’ individual situations and work closely
with them to determine their best strategy. NHS also works in partnership with the Home-
ownership Preservation Foundation (HPF) to screen clients and provide telephone counseling
where appropriate.

Leading Innovation: Working with HPF to provide telephone counseling has greatly
expanded NHS’s ability to provide foreclosure-intervention services to a greater number of
homeowners, and has given NHS counselors the opportunity to address more difficult cases
one-on-one with the homeowner and seek resolutions that may take more time to achieve.
NHS has successfully implemented a triage system for addressing clients’ needs.
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Figure 1: Summary of Programs
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3. Components of Leading Programs

Beyond Housing

Beyond Housing was created when two leading community organizations merged in 2003.
The agency provides affordable rental and owner-occupied housing as well as home-
ownership programs, and it has over 35 staff and an annual budget of nearly $3 million.

Beyond Housing began its foreclosure initiative with one imperative: “Let’s not reinvent the
wheel.” The organization sought to maximize its organizational strengths—the delivery of
key services—while relying on other organizations to fill in the gaps, recognizing that there
was much to be learned from other communities. As a member of the NeighborWorks®
network, Beyond Housing had access to information about existing strategies and programs,
allowing it to develop an approach in St. Louis that leveraged those lessons.

Community Partners: A Task Force Approach

In 2005 St. Louis formed a 30-member Metro St. Louis Foreclosure Intervention Task Force,
which addressed issues of foreclosure, homeownership preservation and predatory lending.
Beyond Housing is the lead organization of the Task Force, coordinating services provided
under its Homeownership Asset Preservation Initiative (HAPI). The mission of the Task
Force is to develop and implement strategies to decrease the number of foreclosures, preserve
homeownership for families and stabilize neighborhoods in the St. Louis region. The Task
Force includes community leaders from local nonprofits, local government, the regional
Federal Reserve Bank, financial institutions and other significant constituencies. Initially the
Task Force focused on issues of predatory lending, working with Freddie Mac to launch a
“Don’t Borrow Trouble” campaign.

Late in 2005, the University of Missouri—St. Louis Public Policy Research Center conducted
a study to examine where foreclosures were occurring in the St. Louis region, possible trends
in terms of geography and time, and how foreclosures were impacting lenders, borrowers and
communities. Drawing on this research, the Task Force began to examine foreclosure trends
and patterns in the region. The data helped to engage additional partners, including St. Louis
County officials, and in 2006 the Task Force determined that foreclosures among borrowers
with nonpredatory loans presented a larger-scale problem, which also needed to be
addressed.

As a direct result of this study, the members of the Task Force are working to reduce fore-
closure rates across the region and to minimize the damage done to communities when
foreclosures do occur. The research also helped to inform the Task Force’s marketing and
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outreach plan; its message “Don’t Wait Another Minute” was an effort to reach delinquent
borrowers earlier. The Task Force also began promoting financial literacy and financial
education in targeted neighborhoods.

Playing to Strengths

To best provide on-the-ground foreclosure-prevention services, Beyond Housing entered into
a partnership with the Homeownership Preservation Foundation (HPF) to deliver telephone
and face-to-face foreclosure-prevention counseling services. The key to Beyond Housing’s
strategy is recognizing the complementary nature of call-center—based budget and default
counseling, with the value-added resource of community-based services. The “duality” of
using the HPF Credit Counseling Resource Center (CCRC) 888-995-HOPE hotline along
with counseling services at Beyond Housing and other grassroots programs in St. Louis has
allowed the program to serve more clients in a much more efficient manner than a more
parochial program.

The partnership at the local level focuses on marketing efforts in order to get the word out to
borrowers as much as possible, but with a consistent message of calling 888-995-HOPE.
While many callers can resolve their issues working directly with a CCRC counselor, others
require more in-depth assistance and are referred by CCRC to Beyond Housing for face-to-
face counseling. This frees up the foreclosure-prevention counselors at Beyond Housing to
focus their efforts on more complicated cases. Currently two counselors specialize in default-
prevention work, each averaging 20 clients per week. Beyond Housing is planning to expand
its capacity by adding another counselor.

Each client referred to Beyond Housing by HPF who avoids foreclosure results in a $1,500
payment to the organization.

Triage System

All clients who contact Beyond Housing for mortgage delinquency problems are referred to
the HPF’s HOPE hotline. CCRC counseling sessions average 60 to 90 minutes and resolve a
majority of cases without Beyond Housing’s intervention. When a client is referred back to
Beyond Housing for additional counseling services, CCRC provides Beyond Housing with a
synopsis of the client’s situation. Because CCRC takes on a large volume of clients,
effectively triaging clients into those easily served and those in need of more intensive,
locally based services makes it possible for Beyond Housing to service more clients and
focus more time on the more difficult cases.
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Borrower Services at Beyond Housing

Clients referred to Beyond Housing go through an accelerated intake process, but counselors
often engage in a second review of budget and financial figures because borrowers may
reveal additional information or bring in documents that the CCRC counselor could not
obtain. In some cases, Beyond Housing can develop a more realistic budget than can be
developed over the phone; by working face to face with homeowners, Beyond Housing
counselors can observe body language and pursue sensitive issues.

Like CCRC, Beyond Housing tracks clients by name, address and mortgage loan number.
This facilitates sharing information with CCRC and lenders. Counseling sessions typically
last 90 minutes or longer, depending on the interactions with the lender or servicer.
Additional sessions are often needed; Beyond Housing estimates approximately four hours of
time are required per client to develop a resolution.

Counselor as a Coach

Once a budget has been developed and an assessment of the homeowner’s current financial
situation is understood, Beyond Housing counselors work with the homeowner to facilitate a
workout with the servicer if possible. Counselors point to the importance of including the
homeowner in this process, stating that it helps to empower the homeowner and generate a
sense of ownership and follow-through for any workout that results. Having the counselor on
the line also helps homeowners to evaluate their options in a controlled way, and they are
more likely to be cooperative and forthcoming. In essence, the Beyond Housing counselor
serves as a coach to guide the borrower through this call, with the intent that the borrower
can manage future calls. Of course, the borrower can always come back to his or her Beyond
Housing counselor for more advice.

Emergency Funds Available

Beyond Housing has a small emergency fund to help borrowers to pay their mortgage, utility
bills and other bills that may be keeping them from taking control of their finances. These
funds are reserved for borrowers in unique situations, facing short-term problems beyond
their control. Beyond Housing’s policy is not to allow these funds to serve as a “Band-Aid.”

Beyond Housing is expanding the emergency funds available for utility assistance. With
situations such as utility bills frequently becoming a burden in winter months, the agency
understands the importance of helping homeowners through these shortfalls so that they can
get back on track.
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Educational Workshops

Beyond Housing offers educational workshops designed to prevent foreclosures that include
information on the following:

e Avoiding predatory loans, through Don’t Borrow Trouble seminars;
e Personal financial education;

e Refinancing a mortgage; and

e Home maintenance (doing it yourself and hiring contractors).

Benefits for Lenders

Working with servicer loss-mitigation departments has been challenging, because each
operation is different. In the last year, however, collaboration levels have generally increased.
Lenders providing specific phone lines have had better success rates for Beyond Housing
clients, in part because counselors can make contacts and get attention.

Beyond Housing recognizes that financial institutions save thousands of dollars in cases
where foreclosure can be averted, and thus believes that support from lenders for foreclosure
prevention should be viewed as a fee for service rather than a charitable contribution.

When lenders work with CCRC and Beyond Housing, there are positive outcomes for
lenders, borrowers and communities. Beyond Housing is the crucial mediator and facilitator
that connects borrowers where they live with a broader apparatus to avoid foreclosure.

Making Contact

On the regional level, a marketing campaign in partnership with NeighborWorks® America
and the national Ad Council will be conducted. The Ad Council is developing marketing
messages with advertisements to be produced by spring 2007. The ads are being designed to
encourage homeowners with financial difficulties who face delinquency on their mortgage
payments to contact their loan servicer as soon as they are able, and to stay in touch as they
work to regain their financial health. The messages will encourage individuals who are
delinquent on their mortgage payments to seek counseling services through CCRC’s 24-hour
phone counseling service. It is anticipated that radio and television will be utilized to get the
message out to the public. To encourage local media, the Ad Council will provide services so
that local media can run the ads at little or no cost.
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Marketing and outreach activities in the communities will also be guided by residents and
local stakeholders who best know their communities and can advise on what they have found
to be effective.

Goals and Evaluation

Preventing foreclosures and preserving homeownership opportunities are the main goals of
Beyond Housing’s foreclosure-prevention efforts. Its goals for 2007 include the following:

e Serving 1,200 households through workshops and one-on-one consulting services;
o Preventing 240 foreclosures; and
e Reclaiming 15 vacant homes for affordable homeownership.

Program evaluation will play a critical role in establishing outcomes and in monitoring and
improving the operations and management systems established to meet the outcomes. The
University of Missouri—St. Louis Public Policy Research Center will provide the evaluation
support of the initiative.

An information system for gathering and storing client information and data needs to be
established, possibly with the NeighborWorks® homebuyers training and counseling tracking
system, Nstep 2006, as its basis. In addition, an evaluation plan will be developed that
includes how the program will be monitored and evaluated on a regular basis. The plan will
include the production of reports for internal monitoring and for reporting to external
stakeholders.

Lessons

1. Recognize the strength of partners. Forming a Task Force to develop a strategy for
addressing rising foreclosures, Beyond Housing has succeeded in building a partnership-
based effort for foreclosure prevention that taps into partners’ existing strengths and
services.

2. Collaborate among counselors. Beyond Housing has developed a system to include its
counselors, CCRC counselors, the lender’s servicing agent (frequently titled
“counselor”), and the borrower in a common conversation. This builds the borrower’s
ability to deal with future problems and reduces miscommunication and delays.

3. Monitor foreclosure trends. From the start of the program, Beyond Housing and its
partners have analyzed foreclosure trends in the community. This helps focus the services
by geographic and demographic patterns.
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