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Message from the Special Inspector General
for the Troubled Asset Relief Program (“SIGTARP”)

Created to protect federal bailout dollars, SIGTARP’s law enforcement is having far greater
impact than envisioned. SIGTARP pioneered a new wave of bank fraud investigations

that has led to DOJ prosecutions for crimes far more dangerous than stealing TARP funds
or banker kickbacks/self-dealing. SIGTARP found bankers committing bank fraud and
securities fraud by hiding and lying about past-due loans to avoid charge offs that impact
razor thin capital or profit margins. These bankers’ crimes likely went undetected by bank
regulators and law enforcement largely because they were not self-reported.

Each of the SIGTARP bank investigations (and corresponding DOJ prosecution) contributes

to changing the landscape of law enforcement of bank officials now and for the future. TARP is a product of
Wall Street institutions that failed or almost failed after not maintaining sufficient capital to protect against risky
derivatives. SIGTARP has found banks whose insiders hid insufficient capital from bad loans through fraudulent
transactions. Some insiders threw new money at bad loans. Capital is eventually eviscerated in these crimes.

SIGTARP investigations and prosecutions of crime in regional and community banks matter because this type of
bank fraud is dangerous. The bank fraud SIGTARP is finding causes startling and severe harm to individual victims,
and local and regional communities. If the bank failed, hardworking Americans and local businesses lost a lending
source. Near failures, takeovers, or other weakened positions can also drain the bank’s ability to lend.

Combined, these forces pose a risk to the national economy, particularly to small businesses, which impact jobs.
The bank fraud harms our country’s already-low confidence in banks. Preventing bank failures or near-bank failures
by catching, investigating and deterring this new type of bank fraud is a worthy cause for SIGTARP.

Pioneering a new wave of criminal investigations into bank fraud is no easy task and takes time, but is worth
pursuing. Already, 58 bankers investigated by SIGTARP have been convicted—35 of them have gone to prison (13
await sentencing). With 80 bankers we investigated charged with a crime, we anticipate additional convictions. The
impact of SIGTARP enforcing the law for this new wave of bank fraud will carry beyond any one investigation or
prosecution. Our investigations prevent history from repeating itself as bankers who broke the law are convicted.
SIGTARP’s cases are necessary for our banks to recover into a stronger banking system and for the American people
to have confidence in banks and the justice system.

Section 3 reports how low performing state agencies in the Hardest Hit Fund harm homeowners’ fair access to the
program. Sections 1 and 2 discuss the vulnerability of the Blight Elimination Program to bid rigging, fraud, and
overcharging. I would be happy to discuss SIGTARP’s work with you.

Respectfully,

CHRISTY GOLDSMITH ROMERO

Special Inspector General
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Created to protect federal bailout dollars during the crisis, SIGTARP’s law
enforcement is having far greater impact than envisioned. SIGTARP pioneered
a new wave of bank fraud investigations that has led to Department of Justice
prosecutions for crimes far more dangerous than stealing TARP funds or
traditionally-prosecuted banker kickbacks/self-dealing. SIGTARP found bankers
committing bank fraud and securities fraud by hiding and lying about past-due
loans to avoid charge offs that impact razor thin capital or profit margins. These
bankers’ crimes likely went undetected by bank regulators and law enforcement
largely because they were, unsurprisingly, not self-reported.! This criminal fraud
must be caught and stopped because of its impact on banks, local businesses, and
local and regional economies. The national economy can even be at risk.

Each of the SIGTARP bank investigations (along with the corresponding
DOJ prosecutions) contributes to changing the landscape of law enforcement
of bank officials now and for the future. TARP is a product of Wall Street
institutions that failed or almost failed after not maintaining sufficient capital
to protect against risky derivative securities. SIGTARP has found depository
banks whose insiders hid the bank’s insufficient capital levels from bad loans
through crime. These insiders often increased the bank’s exposure by throwing
new money at those bad loans in fraudulent transactions. The impact of
these crimes is that capital is eventually eviscerated. If the bank failed, there
are victims, including hardworking Americans and local businesses that lost
an important source of lending. Near failures, takeovers, or other weakened
financial positions can also drain the bank’s ability to lend.

SIGTARP investigations and prosecutions of crime in regional and
community banks matter because this type of bank fraud is dangerous to
individual victims. The bank fraud SIGTARP has found harms the communities
these banks serve. The bank fraud SIGTARP has found harms taxpayers who
lost bailout dollars when the bank failed. The bank fraud SIGTARP has found
harms our country’s confidence in banks. And combined, these forces can pose
a risk to the national economy.

Bank fraud found by SIGTARP in regional and community
banks harms public confidence in banks

Bank fraud by insiders to hide a bank’s weakening or failing financial condition
contributes to a loss of confidence in that bank, and the combination of these
crimes impacts public confidence in all banks. Our nation is already suffering from
a lack of confidence in banks since the crisis. Only 27 percent of the American
public has a “great deal” or “quite a lot” of confidence in banks, according to
Gallup — a 45 percent decrease since 2006." Crime in a bank further erodes already
low levels of public confidence in banks. Comptroller of the Currency Thomas
Curry spoke about law enforcement in a 2014 speech saying, “The banking system

I'Law enforcement initiation of a bank fraud case can often start with a Suspicious Activity Report, a bank self-reporting requirement
developed after the Savings and Loan crisis. While banks may report a bank official engaged in self-dealing such as receiving
kickbacks, it is not surprising that bank officials do not self-report on the type of crimes SIGTARP has uncovered — crimes typically

_orchestrated by the bank'’s top officers.

I www.gallup.com/poll/1597/confidence-institutions.aspx
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runs on confidence, but the trust an organization spends a generation building can
evaporate almost overnight when it loses sight of the values on which its business
was built. As a regulator, I worry as much about the loss of trust and confidence

in the system as I do about liquidity, capital, and underwriting practices.” As the
top regulator over most of the banks in the nation, Mr. Curry’s fear about the
evaporation of trust and confidence in a bank evidences the danger of crime in a
bank of any size.

Banks themselves have a role in rebuilding public confidence, and bankers’
compliance with the law fosters confidence in banks. Federal Reserve Bank of
New York President William Dudley said, “Financial firms exist, in part, to benefit
the public, not simply their shareholders, employees and corporate clients. Unless
the financial industry can rebuild the public trust, it cannot effectively perform its
essential functions. For this reason alone, the industry must do better.”

At SIGTARP, we know that an additional way to regain public confidence is to
earn it by bringing accountability. A sustained recovery from the crisis requires not
only restoring and maintaining confidence of the American people in banks, but
also in our justice system.

Bank fraud found by SIGTARP in regional and community
banks harms individual victims, including hardworking
members of the community, local businesses, investors and
taxpayers

One of SIGTARP’s key responsibilities is to locate victims of bank fraud we
investigate. Sometimes these victims submit testimony at trial or at sentencing
hearings. In every one of SIGTARP’s investigations that found crime at a bank that
later failed, the FDIC suffers losses, employees lost their jobs, shareholders lost
their investments, and if the bank received TARP, taxpayers who funded the bank
bailout lost millions or even billions of dollars. The harm caused by bank fraud can
be startling and severe. Other victims are often local businesses who have been
unable to receive lending they need to run their business. Hardworking members
of the community become victims when they are unable to obtain a loan to buy or
refinance a house, to buy a car, or to pay for their children’s education.

Bank fraud found by SIGTARP in regional and community
banks harms local and regional communities

Trust in a bank can be broken when top bankers violate the law, making local
businesses — particularly small businesses — less likely to seek loans from the bank,
businesses that may not have a relationship with another bank. Former Federal
Reserve Board Governor Elizabeth Duke testified in 2010, “Small business lending
is often based on relationships that are solidified over time, and when those existing
relationships are broken, small businesses find it quite difficult to establish similar
arrangements with a new bank.” Broken relationships between small businesses
and their bank have an impact on local economies as it takes time for the small
businesses to establish new banking relationships.
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Unlike bank fraud involving kickbacks or self-dealing, the bank fraud SIGTARP
is finding causes bank losses, which in turn, reduce capital, which decreases a
bank’s ability to lend, impacting the local and regional economy. Then Federal
Reserve Board Chairman Ben Bernanke explained in 2012 how community banks
impact local economies, saying:

Community banks have a critical role in keeping their local
economies vibrant and growing by lending to creditworthy borrowers
in their regions. They often respond with greater agility to lending
requests than their national competitors because of their detailed
knowledge of the needs of their customers and their close ties to

the communities they serve. Such lending helps foster the economy
by allowing businesses to buy new equipment, add workers, or sign
contracts for increased trade or services.

When a community bank’s or regional bank’s ability to lend is harmed by this
kind of bank fraud, local economies suffer. The American Bankers Association
submitted testimony to Congress that, “The success of many local economies—
and by extension, the success of the broader national economy — depends in large
part on the success of community banks."

This type of bank fraud can have even more of an impact if it occurs in banks
in small towns and rural communities. Then FDIC Chairman Sheila Bair said in
a 2008 speech that the importance of community banks “is especially evident in
small towns and rural communities.” She explained, “In these markets, the local
bank is often the essential provider of banking services and credit.”

Unlike banker kickbacks, the new wave of bank fraud found by SIGTARP
leads to less available credit for small businesses that could lead to the shuttering
of businesses. The Congressional Oversight Panel found in 2011 that, “Unable to
fund credit, many small businesses have had to shut their doors, and some of the
survivors are still struggling to find adequate financing.”

If the fraud contributes to a bank failure, there can be devastating
consequences on local and regional economies. Former Federal Reserve Board
Chairman Ben Bernanke said in a 2012 speech, “Clusters of small bank failures
can affect credit availability in a community while bank-dependent borrowers
work to establish new relationships with surviving institutions.” The year before,
he explained in a speech that, “Community bankers live and work where they
do business, and their institutions have deep roots, sometimes established over
generations. They know their customers and the local economy. Relationship
banking is therefore at the core of community banking.” Not many customers
would want to trust their money to a banker who has been indicted for cooking the

bank’s books.

ii Testimony of William B. Grant, American Bankers Association, to the House of Representatives Committee on Financial Services and
the Committee on Small Businesses.
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Bank fraud found by SIGTARP in regional and community
banks can pose a risk to the national economy

The devastating consequences from insider crime at regional banks and community
banks can reach the national economy. Chairman Bernanke in talking about the
effects of lending by community banks stated, “Those effects are felt at a local level
and may appear at first glance to be fairly modest, but when you multiple these
effects across the thousands of community banks in the United States, you really
see how the lending decisions they make help the broader national economy.”
President of the Federal Reserve Bank of Kansas City Esther George said in a 2014
speech, “Size comparisons understate their [community banks] importance to the
regional and national economy.”

The impact of the type of bank fraud found by SIGTARP is particularly felt by
local small businesses—businesses that typically get their financing from regional
and community banks. This nation’s economy relies on small businesses. Former
Federal Reserve Board Governor Randall Kroszner said in a 2008 speech, “Small
businesses are critical to the health of the U.S. economy....If small businesses
are to continue to provide major benefits to the economy, their access to credit
is clearly a high priority.” According to the Small Business Administration, the
28 million small businesses in America account for 54% of all U.S. sales. FDIC
Chairman Martin Gruenberg testified before the Senate Committee on Banking in
2011 that “community banks account for about 11 percent of the banking assets in
the United States, but account for nearly 40 percent of the small business lending
done by all insured institutions in the U.S. So they really occupy a very important
niche in our financial system.”

When small businesses are hurt, jobs are hurt. That can impact the national
economy. According to the Small Business Administration, since the 1970s, small
business have provided 55% of all jobs. Former FDIC Chairman Bair said in a 2010
speech, “Small businesses create two thirds or more of all new net jobs. And they
overwhelmingly rely on credit provided by community banks.” The crime SIGTARP
is finding in banks impacts capital and therefore drains vital credit availability,
which can have a devastating impact on small businesses, and ultimately, jobs.

The bank fraud SIGTARP finds is particularly dangerous to the national
economy if it contributes to a bank failing or being near failure. Former FDIC
Chairman Sheila Bair said in 2009, “In the near term, bank failures can be
painful.” Chairman Bair said that a bank that is teetering on collapse is not going to
lend, “and that’s not good for the economy.” Our nation has already suffered from
a wave of bank failures. Preventing further bank failures or near-bank failures by
catching, investigating, and deterring this new type of bank fraud is a worthy cause

SIGTARP is committed to uphold.

SIGTARP’s pioneering a new wave of bank fraud cases
Pioneering a new wave of criminal investigations into bank fraud is no easy
task and takes time, but is worth pursuing. Already, 58 bankers investigated
by SIGTARP have been convicted—35 of them have gone to prison (13 await
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sentencing). As a total of 80 bankers investigated by SIGTARP have been charged
with a crime, we anticipate additional convictions.

The impact of SIGTARP finding and enforcing the law for this new wave of
bank fraud will carry beyond any one investigation or prosecution. SIGTARP
investigations that lead to the prosecution of bankers who were willing to commit
crime prevent history from repeating itself. Bankers who made a choice to
break the law in the past, which caused significant harm, are not given another
opportunity, as they are removed from banking and convicted. There is more
SIGTARP must do to combat this new wave of bank fraud, and we continue to
learn every day other methods that bank insiders used to conceal this fraud. We are
convinced that these cases are necessary for our banks to recover into a stronger
banking system and for the American people to have confidence in banks and the
justice system.
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SIGTARP'S IMPACT

The Office of the Special Inspector General for the Troubled Asset Relief Program
(SIGTARP) is a Federal law enforcement agency that targets financial institution
crime and is an independent watchdog protecting taxpayer dollars.

SIGTARP’s cross-cutting authority enables us to investigate and conduct
oversight over all organizations and individuals involved in TARP programs. Our
analytical, experienced-based approach identifies hidden complex crime and we
work with the U.S. Department of Justice to hold accountable individuals and
institutions that break the law. SIGTARP’s oversight prevents fraud and drives
improvements in ongoing TARP programs, which last until at least 2023.

SIGTARP BY THE NUMBERS

A O @ 4l
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Bankers charged Bankers convicted Bankers sentenced Recovered Recommendations
with a crime to prison to improve TARP

Recoveries to the Government and Other Victims

SIGTARP is ensuring that TARP crime does not pay by taking the profit out of
crime. SIGTARP has escalated its efforts tenfold to recover funds lost to TARP
crime or civil violations of the law, a crucial component of long-term recovery from
the crisis. SIGTARP has already assisted in recovering $10.29 billion through its
investigations, including $8.2 billion that has been paid back to the Government
and $2.1 billion paid to other victims.

FIGURE 1.1
RECOVERED FROM DEFENDANTS INVESTIGATED BY SIGTARP (CUMULATIVE)
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These recoveries include $320 million paid by SunTrust after SIGTARP’s
investigation found criminal material misrepresentations to homeowners seeking
help through TARP’s housing program known as HAMP. The recoveries also
include a $5.06 billion penalty paid by Goldman Sachs and a $2.6 billion penalty
paid by Morgan Stanley after SIGTARP’s investigation into Goldman Sachs’ and
Morgan Stanley’s toxic subprime residential mortgage-backed securities. Both
investigations uncovered that Goldman Sachs and Morgan Stanley mislead
investors about the subprime mortgage loans underlying the securities that they
sold.

Two other SIGTARP-investigated cases have resulted in not only lengthy prison
sentences for a number of individuals in each case but also significant orders of
forfeiture and restitution. In the Colonial Bank/Taylor, Bean & Whitaker Mortgage
Corporation LLC (“TBW”) case, former TBW chairman Lee Bentley Farkas was
convicted for spearheading a $2.9 billion fraud scheme that contributed to the
failure of Colonial Bank, the sixth largest bank failure in U.S. history. The case
resulted in prison sentences for eight people including Farkas, and also court-
ordered restitution of $3.5 billion and forfeiture of $38.5 million. In the Bank
of the Commonwealth case (“BOC”), former chairman Edward J. Woodard
was convicted for leading a $41 million bank fraud scheme that masked non-
performing assets at BOC and contributed to the failure of BOC in 2011. The
case resulted in prison sentences for seven individuals including Woodard, court-
ordered restitution of $333 million, and a forfeiture order of $65 million against
nine defendants, each responsible for at least a portion.

SIGTARP anticipates even more financial recovery for the Government and
victims. SIGTARP’s investigations have resulted in court orders and government
agreements for a total of approximately $16.4 billion to be returned to the
Government or other victims.
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FIGURE 1.2

SIGTARP'S ESCALATED EFFORTS INCREASED MONEY ORDERED/AGREED
TO BE PAID (CUMULATIVE)
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Having already assisted in the recovery of $10.29 billion of these funds, we will
continue to pursue the rest of the $16.4 billion.

Property already seized or ordered to be forfeited includes dozens of vehicles,
more than 30 properties (including businesses and waterfront homes), more than
70 bank accounts (including a bank account located in the Cayman Islands), bags
of silver, U.S. currency, antique and collector coins (including gold, silver, and
copper coins), artwork, antique furniture, Civil War memorabilia, NetSpend Visa
and CashPass MasterCard debit cards, Western Union money orders with the “Pay
To” line blank, and the entry of money judgments by courts against more than 171
defendants.

Of the vehicles ordered to be forfeited (including automobiles, a tractor, water
craft, recreational and commercial vehicles) several are antique and expensive cars,
including a 1969 Shelby Mustang, a 1932 Ford Model A, a 1954 Cadillac Eldorado
convertible, a 1963 Rolls Royce, and a 1965 Shelby Cobra.

As part of the Bank of the Commonwealth case, Thomas Arney, who pleaded
guilty for his role in the bank fraud scheme, agreed to forfeit the proceeds from
the sale of two antique cars to the Government: a 1948 Pontiac Silver Streak and
a 1957 Cadillac Coup de Ville. Figure 1.3 includes examples of some of the cars
that have been ordered forfeited, as well as other examples of assets seized by the
Government in SIGTARP investigations.
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FIGURE 1.3
ORDERED SEIZED

1948 Pontiac Silver Streak.

!

2010 Mercedes-Benz GLK 350 4Matic.
Estimated value in 2013: $29,000. (Source
Kelley Blue Book)

2005 Hummer H2. Estimated value in 2013:
$24,000. (Source Kelley Blue Book)

1958 Mercedes-Benz Cabriolet 220. Esﬂmated
value in 2013: $185,000. (Source Hagerty.com)

Property located in Norfolk, Virginia. (Photo
courtesy of Bill Tiernan, The Virginian-Pilot)

e wry
s 3 ---'-*ill
LA

Property located in Chesapeake, Virginia. (Photo
courtesy of Bill Tiernan, The Virginian-Pilot)
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French-style gilt, bronze, and green malachite 2005 Scout Dorado. (Sold for $1,800)
columnar 16-ight torchéres with bronze
candelabra arms. Estimated appraised value:

$8,000.

o A bl .

Kubota tractor. Artwork with a total value of $71,525, including

paintings worth up to $10,000 each.

19th century English painting of “Royal Family,”
oil on canvas. Estimated appraised value:
$6,000.
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SIGTARP’s Investigative and Audit Work Results in Cost Savings to the
Government

SIGTARP’s work results in cost savings of about $2.1 billion, if Treasury adopts
SIGTARP’s recommendations. SIGTARP’s investigation of Colonial Bank resulted
in an immediate savings of $553 million in TARP funds that Treasury had already
approved to invest in the bank. Based on SIGTARP’s communications, Treasury
stopped the TARP money just prior to disbursement. Colonial Bank did not receive
the $553 million in TARP funds that Treasury approved, all of which would have
been lost when the bank failed. SIGTARP’s audit and oversight work also has a net
positive impact, though the calculation of that benefit is inherently imprecise and
its impact is difficult to measure.

By SIGTARP’s estimate, taxpayers funding TARP have directly lost about $2.1
billion due to Treasury’s failure to implement SIGTARP recommendations. In
addition, unimplemented recommendations could have indirectly led to greater
efficiency and effectiveness and made the TARP programs far less susceptible
to losses attributable to fraud, waste, and abuse. However, SIGTARP has not
quantified the indirect cost savings associated with all recommendations.

Treasury’s failure to implement some SIGTARP’s recommendations has had
an adverse impact on TARP that can be quantified. For example, Treasury has still
not fully implemented most of SIGTARP’s recommendations to curb homeowners
falling out of HAMP, sometimes not at the homeowner’s fault, but instead the
fault of servicers. Taxpayers have lost about $2.1 billion in TARP funds paid to
servicers and investors as incentives for 284,094 homeowners who re-defaulted
out of HAMP Tier 1. Additionally, as outlined in SIGTARP’s December 14, 2015
Alert Letter to Secretary Lew, SIGTARP recommended that Treasury claw back
$246,490 in TARP funds that were used in an abuse of the Hardest Hit Fund
(HHF). These HHF monies funded the demolition of 18 lived-in residencies
under HHF’s Blight Elimination Program in the Area 55 neighborhood of
Evansville, Indiana for the purpose of moving a car dealership. That TARP program
only allowed for the demolition of vacant abandoned properties, and was not
intended to force vacancies by evicting people from their homes. Upon SIGTARP
recommendations, Treasury told state agencies in HHF not to use the program to
demolish lived-in residences. However, Treasury did not claw back the money as
SIGTARP recommended, despite it being disallowed under Treasury’s contract.

SIGTARP released two audit reports (April 14, 2011 and September 28,

2011) questioning the allowability of $8.657 million in ineligible and unsupported
attorney fees and expenses that were not allowed under the contract. The
recommendations made in those audits remain unimplemented.

SIGTARP Investigations Oversight

SIGTARP is a white-collar law enforcement agency. SIGTARP investigates criminal
and civil violations of the law that the Department of Justice or others prosecute.
SIGTARP partners with other agencies in order to leverage resources. SIGTARP
works hard to deliver the accountability the American people demand and deserve.
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SIGTARP successfully identifies previously undetected bank fraud. Nearly
half of all bank fraud cases we investigate are long-running fraud schemes that
started prior to the crisis but were only detected because the bank applied for
TARP bailout funds. For example, starting in 2009, SIGTARP uncovered a 10-year
$2.9 billion massive fraud scheme at Colonial Bank and Taylor, Bean & Whitaker,
resulting in eight defendants being sentenced to prison. Then-U.S. Attorney Neil
H. MacBride who prosecuted the case called it one of the longest and largest bank
fraud schemes in the country. In another example, on February 25, 2016, the
CEO of Tifton Bank Gary “Pat” Hall was sentenced to 7 years in prison for a fraud
scheme SIGTARP uncovered that had been ongoing since 2005. The other half of
SIGTARP-investigated bank fraud cases involves crime at a bank during the crisis.
SIGTARP has often found in these cases that bank officers engaged in aggressive
and risky lending pre-crisis, and then during the crisis, used fraudulent schemes
to hide that those loans became past due or had defaulted or that the value of the
collateral had dropped.

SIGTARP has investigated 80 bank officials who have been charged by
prosecutors with a crime. Already, 58 bankers have been convicted by jury verdict
after trial or by pleading guilty. Others await trial.

Our special agents and other investigators use an analytical, experience-based
approach to self-generate investigations and root out hidden crime, rather than
rely on bank self-reporting or referrals from bank examiners. Bank self-reporting
often initiates law enforcement investigations but has significant limitations. While
bank self-reporting can identify traditional notions of bank fraud, such as borrower
fraud against the bank or bank officers who defraud the bank using it as their own
personal piggy bank, it is not effective in identifying the type of fraud where top
bank executives hid losses and the declining financial condition of the bank—the
hallmark of crisis-era fraud.! That would require those bank officials to self-report
their crimes. In addition, referrals from bank examiners are rare in SIGTARP
investigations.

Instead of relying on traditional notions of bank fraud, SIGTARP uses its
expertise of this type of fraud to analyze bank information (bank records and
examiner reports) compared to red flags we have developed from our investigations.
A bank’s application or receipt of TARP bailout funds brought them within
SIGTARP’s cross-jurisdictional bounds over TARP programs, rather than a
single agency, providing SIGTARP comprehensive oversight including access to
documents from multiple Federal agencies.

Each of the red flags we have developed may seem inconsequential on their
own, but collectively lead to SIGTARP conducting an investigative process that
has uncovered hidden crime throughout the financial sector—an investigative
process that could be applied in the future to post-crisis crime. For example, one
red flag is a board of directors that lack banking experience and may not be in
the best position to serve as a check on management. Another red flag is heavy
i An indictment contains an allegation that a defendant committed a crime. Every defendant is presumed innocent until and unless proven
. guilty in court.

II'Bank officials whose fraudulent scheme was based on using the bank as their own personal piggy bank was the subject of most law
enforcement actions arising out of the Savings & Loan crisis.
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concentration of lending to favorite customers that link the fate of the bank with
the fate of the customer’s business. Other red flags include a bank exceeding
loan-to-value ratio limitations when lending, and/or not adequately analyzing the
financial condition of borrowers. These may not be a crime, but we find them in
these cases.

Bank officials can cross the line and commit a crime when they conceal
the truth about the bank’s financial condition in bank records, and in their
representations to bank examiners, other regulators, and the investing public.
While many bank officials saw their bank suffer an increase in past-due loans, a
decline in the value of collateral, and increased foreclosures during the crisis, not
all resorted to crime. Many of these bankers suffered consequences. Some saw
their bank being closed or taken over by another bank. Some experienced difficulty
getting capital investments after seeing the bank’s declining financial condition.
Other bankers resorted to criminal activity to cook the books, concealing the bank'’s
faltering state.

This “cooked books” type of bank fraud had devastating effects on the health
of the bank. SIGTARP often finds a snowball effect, as banks extended even
more credit in violation of the banks own policies and the law through fraudulent
schemes to mask the extent of loan losses. SIGTARP has found millions of dollars
in bank losses in the fraud schemes we uncovered. These losses far exceed losses
from fraud that marked the Savings & Loan crisis—where in most cases, bank
losses were under $25,000.

Are bankers going to jail? SIGTARP’s track record is a resounding yes. While
sentencing takes time, 35 bankers investigated by SIGTARP have already been
sentenced to prison.

As SIGTARP holds institutions and their officials accountable for crime and
civil fraud related to the financial crisis and TARP, we will investigate to the highest
levels of an organization. We face the challenge of proving that CEOs and other top
officials at large national institutions had knowledge of the facts. Where SIGTARP
can prove the elements of a crime, we will refer it for prosecution every time. Often
by design, large national institutions are typically structured to stop knowledge
from rising to CEOs and other top officials. SIGTARP works with prosecution
teams to look for the evidence that the prosecutors believe is sufficient to bring
criminal charges. A lack of evidence sufficient for criminal charges will not stop
SIGTARP from seeking enforcement outside of criminal violations.

Law Enforcement Actions Against Bankers
The world of banking will be changed by SIGTARP’s work resulting in criminal
charges against 80 bankers and nearly 73 of their co-conspirators. It is a safer world
where bank officers who commit crime to hide past due or defaulted loans are
convicted and removed from the banking industry.

Additionally, many of the bankers investigated by SIGTARP have been
charged with civil fraud. This includes, for example, the former CEO of Bank of

iii Prosecutors can charge these bank officials with a number of criminal charges that apply, for example, bank fraud, wire fraud,
securities fraud, falsifying entries in bank books, false statements to bank examiners, and false certification of bank records.
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America Ken Lewis & the former CFO of Bank of America Joe Price who were
charged with civil violations following a SIGTARP investigation that uncovered
misrepresentations by Bank of America about Merrill Lynch'’s financial condition in
order to get millions in additional TARP funding.
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FIGURE 1.6
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Notable cases of bankers who were sentenced to prison:

United Commercial Bank: United Commercial Bank Holdings, Inc. (“UCBH”)
COO and chief credit officer Ebrahim Shabudin was sentenced to 8 years and
1 month in prison following a SIGTARP investigation. Two other senior bank
officers were convicted and await sentencing. UCBH was the 9th largest bank
to fail since 2008 and Treasury took a nearly $300 million loss on its TARP
investment in UCBH. From 2004 to 2007, United Commercial Bank began
aggressively expanding, nearly doubling its loans, with a goal to be a $10 billion
bank so that it could become a bank in China. During the crisis, in an attempt
to have the bank appear to “break even,” COO Shabudin and co-conspirators
manipulated the bank’s books and records, and issued false press releases,
filings with examiners, and false financial statements. He fraudulently delayed
downgrading the risk ratings of loans. He hid that the inventory of electronics
that served as collateral for a major loan turned out to be fake even though
bank officials found a warehouse of empty boxes. He hid that other loans had
real property as collateral that had significantly declined in value. Then U.S.
Attorney Melinda Haag, the prosecutor on the case, said, “UCB is one of the
largest criminal prosecutions brought by the U.S. Department of Justice of
wrongdoing by bank officers arising out of the 2008 financial crisis.”

Saigon National Bank: In December, 2015, SIGTARP agents, alongside other
Federal law enforcement authorities, arrested 15 defendants (and charged 20
defendants across three indictments) in Operation “Phantom Bank,” a series of
money laundering schemes that involved narcotics trafficking and international
money laundering; some through Saigon National Bank (“SAGN”), which
remains in TARP. One of the indictments—a sixteen-defendant, sweeping
racketeering indictment—charged six individuals with violating the Federal
Racketeer-Influenced and Corrupt Organizations Act by playing key roles in

a series of schemes to launder drug proceeds that revolved around Tu Chau
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“Bill” Lu, the former president and CEO of TARP recipient SAGN from 2009
through January 2015. Specifically, the indictment alleges that Lu used his
“insider knowledge, position as an official at SAGN, and network of connections
to promote and facilitate money laundering transactions involving members
and associates of the enterprise.” According to the indictment, several members
of the organization engaged in separate money laundering schemes, but

“all working with, through, or at the instigation of defendant Lu.” Since the
arrests in December 2015, the net around Lu has widened as three additional
defendants were charged with money laundering.

Tifton Bank: Bank CEO Pat Hall was sentenced to 7 years in prison following
a SIGTARP investigation. Beginning in 2005, CEO Hall began misleading

the bank’s loan committee about loans. He later concealed when those loans
went past-due. His fraudulent schemes included circumventing the loan
committee to issue a new loan for one property to retire an overdue loan on
another property. He overdrafted accounts by more than $900,000 to make loan
payments. He fraudulently prepared an application for loans from two Federal
agencies for a borrower who would use that money to remove an overdue

loan at Tifton Bank. He made false representations to an appraiser for bank
collateral. Hall obtained $3.8 million in TARP bailout funds to fill holes in the
bank’s books caused by his fraud, all of which was lost when the bank failed.
Colonial Bank: In the Colonial Bank/Taylor, Bean and Whitaker Mortgage
Corporation LLC (“TBW”) case, former TBW chairman Lee Bentley Farkas
spearheaded an undetected 10-year $2.9 billion fraud scheme that contributed
to the failure of Colonial Bank, the third largest bank failure since the crisis and
the sixth largest bank failure in U.S. history. This 10-year fraud was undetected
until Colonial Bank applied for TARP and SIGTARP discovered the fraud.
Treasury approved Colonial Bank for TARP, however, based on SIGTARP’s
investigation and communications, Treasury stopped the TARP money just
prior to disbursement. Colonial Bank did not receive the $553 million in TARP
funds that Treasury approved, all of which would have been lost when the

bank failed. The case resulted in prison time for eight people including Farkas,
who was sentenced to 30 years in prison, TBW Treasurer Desiree Brown, who
was sentenced to 6 years in prison, and two officers of Colonial Bank, senior
vice president Katherine Kissick, who was sentenced to 8 years in prison, and
operations supervisor Theresa Kelly, who was sentenced to 3 months in prison.
Then-U.S. Attorney Neil H. MacBride who prosecuted the case called it one of
the longest and largest bank fraud schemes in the country.

Bank of the Commonwealth: CEO and Chairman Edward Woodard was

sentenced to 23 years in prison, Executive Vice President Stephen Fields

was sentenced to 17 years in prison, Vice President Troy Brandon Woodard
was sentenced to 8 years in prison, and loan officer Jeremy Churchill was
convicted and sentenced to probation for a massive bank fraud that contributed
to the failure of the bank following a SIGTARP investigation. A total of 10
defendants were convicted in the case, 6 were sentenced to prison. This was
the largest bank failure in Virginia since 2008. In announcing the indictment,
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U.S. Attorney Neil H. MacBride called the scheme “stunningly massive.” “The
brazen greed and dishonesty of these four defendants toppled one of Virginia’s
largest financial institutions and intensified the impact of the 2008 financial
crisis on the public during the height of the fiscal storm,” said U.S. Attorney
Neil H. MacBride. Starting in 2006, Woodard aggressively expanded the bank
with the goal of becoming a billion dollar bank. The bank doubled its loan
portfolio, ignoring industry standards and bank policies such as obtaining
current financial statements from borrowers, current appraisals, current cash
flow analysis, and not obtaining significant collateral. When this risk did not pay
off, bank officials cooked the books to hide $800 million in past due loans. They
overdrew checking accounts by $100,000 to make loan payments. They made
new loans to straw borrowers knowing that the money was going to pay down
delinquent borrowers’ loans. They made new loans for a purported new purpose
when they knew the money was going to pay existing delinquent loans. They
extended money for construction knowing it would be used to pay delinquent
loans. They removed past due loans from reports. To cover up the fraud, Bank
of the Commonwealth applied for $28 million in TARP funds using false books
and records.

¢ TierOne Bank: TierOne Bank CEO Gil Lundstrom was sentenced to 11 years
in prison, President and COO James Laphen was sentenced to 2 years and 10
months in prison, and chief credit officer Don Langford was sentenced to 1
year and 9 months in prison following a SIGTARP investigation. TierOne Bank
applied for $86 million TARP funds using false books and records. Evidence
at trial showed that starting in 2002, CEO Lundstrom aggressively expanded
bank lending from Nebraska to riskier commercial real estate in Las Vegas and
other states, nearly doubling the bank’s loan book to $3.7 billion. Chief credit
officer Don Langford testified this was “the very riskiest level of commercial
real estate lending.” Many of the loans exceeded the loan-to-value ratio
limitations and the bank did not adequately analyze the financial condition of
borrowers. When the crisis unfolded, the value of the collateral securing these
loans dropped significantly. Loans had no appraisals, unsupported appraisals,
or stale appraisals. The bank’s President James Laphen testified at trial that
he, Lundstrom and Langford agreed to delay ordering new appraisals to delay
taking losses. CEO Lundstrom and his co-conspirators created a second set
of books to conceal more than $100 million in losses from this risky lending,
in what bank officers called “smoke and mirrors” and “hiding the ball.” They
understated losses and used unrealistic loan collateral values to make it appear
that the bank met required capital ratios. President Laphen testified that
TierOne was “infinitesimally close” to blowing its core capital ratio, which was
at 8.51, just 0.01 over the regulator-required 8.5 ratio. TierOne was Nebraska's
second largest bank with $3.7 billion in assets and was the largest bank failure
in Nebraska’s history.

¢ FirstCity Bank: Bank President Mark Conner was sentenced to 12 years in
prison, Vice President and Senior Loan Officer Clayton Coe was sentenced to
7 years and 3 months in prison, and attorney Robert Maloney was sentenced
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to 3 years and 3 months in prison following a SIGTARP investigation. FirstCity
Bank applied for TARP with false books and records. SIGTARP uncovered that
beginning in 2004, Conner and Coe convinced the bank to approve multiple
multi-million dollar commercial loans to borrowers who, unbeknownst to the
bank, were actually purchasing the property owned by Conner or his co-
conspirators. They made fraudulent misrepresentations to 10 other banks who
participated in these loans. They routinely misled bank examiners. To hide

the bank’s declining financial position, they made loans to buyers to purchase
foreclosed property off the bank’s books. The bank failed at a time when Georgia
led the nation in the number of bank failures.

In addition to those bankers sentenced above, SIGTARP’s investigations have
led to numerous sentences for criminal conduct by bankers at other financial
institutions. Below are just a few examples of bankers that were sentenced to prison
as a result of a SIGTARP investigation:

¢ Appalachian Community Bank: Following a SIGTARP investigation, former
bank vice president Adam Teague was sentenced to 5 years and 10 months
in prison and former bank vice president William Beamon was sentenced to
3 years and 6 months in prison. Teague contributed to the failure of TARP-
applicant Appalachian Community Bank by fraudulently masking the bank’s
true financial condition while enriching himself. As a result of Teauge’s actions,
Appalachian Community Bank applied for TARP using false books and records.
Beamon fraudulently rented out bank-owned properties and collected rent
payments for his own use, and he caused the bank to sell properties to his wife
and to a shell company he controlled at severely discounted prices—prices well
below what others were willing to pay.

e Park Avenue Bank: Following a SIGTARP investigation, Charles Antonucci, the
former president and CEO of the Park Avenue Bank was sentenced to 2 years
and 6 months in prison. Antonucci was the first person convicted for trying to
steal TARP bailout funds. Antonucci lied to bank examiners and took bribes
from bank clients. Additionally, Antonucci and his co-conspirators orchestrated
a scheme to defraud Treasury into giving the bank $11 million dollars in TARP
funds by making it appear that an investor invested millions in the bank, when it
was really the bank’s money.

¢ First Community Bank: Following a SIGTARP investigation, Reginald Harper,

former president and CEO of First Community Bank was sentenced to 2 years
in prison and his co-conspirator, Troy Fouquet, was sentenced to 1 year and 6
months in prison. Harper and bank customer Fouquet turned to bank fraud to
hide past due loans from the bank, its regulators, and the Treasury Department
in the bank’s TARP application. As a result of the fraud, when applying for
TARP the bank used false books and records. The application was approved, but
later withdrawn by the bank.

e Gateway Bank: Following a SIGTARP investigation, Poppi Metaxas, the former
president and CEO of Gateway Bank was sentenced to 1 year and 6 months
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in prison. Metaxas orchestrated an elaborate conspiracy to commit bank fraud
to hide the bank’s high numbers of non-performing loans and repossessed
assets during the financial crisis all while seeking TARP as a lifeline (the TARP
application was later denied). As the TARP application was pending Metaxas
and her coconspirators’ devised an intricate criminal scheme to sell the bank’s
non-performing loans and repossessed assets, hiding from the board and the
bank’s books that $3.64 million of the bank’s own money funded the 25%
deposit by the buyers.

In one recent case, as a result of a SIGTARP investigation, two bankers were
convicted by a jury (and await sentencing) in a scheme to defraud the government.

e NOVA Bank: On April 27, 2016, following a 18 day jury trial, a Federal jury
returned guilty verdicts against Brian Hartline and Barry Bekkedam, the former
President and Chief Executive Officer, and Chairman (respectively) of NOVA
Bank in a scheme to defraud the government into giving NOVA Bank $13.5
million in TARP funds. Both defendants were found guilty of conspiracy to
defraud the United States, TARP fraud, and two counts of false statements to
the Federal Government. In June 2009, NOVA Bank was approved to receive
$13.5 million in TARP funds on the condition that the bank raise $15 million
in additional, private capital. Bekkedam and Hartline devised a scheme to make
NOVA bank appear more financially sound than it was — that new money was
being invested in the bank. As part of the scheme, in May 2009 the defendants
arranged for NOVA Bank to loan money to a Florida businessman and for the
Florida businessman to transfer the funds to NOVA’s parent company so it
would appear as though the bank had new capital from an outside investor. In
fact, the “new money” investment was the bank’s own money. In October and
December 2009, Bekkedam and Hartline convinced two others to make similar
“investments” using loans from NOVA to make NOVA appear more financially
sound than it actually was. The defendants also told and directed employees
to tell the U.S. Department of the Treasury that NOVA had raised new capital
when it had not. The defendants concealed the true purpose of the loan to the
Florida businessman and falsely stated the purposes of the other two loans. The
bank ultimately did not receive TARP funds and in October, 2012, the bank
failed.

SIGTARP’s exclusive mandate on financial institution crime means we can
solely focus on holding bankers and others accountable for wrongdoing. Our
focused mission allows us to devote all of our resources, without distraction,
to help ensure justice and accountability for crimes that caused bank losses of
millions of dollars, making these crimes extremely dangerous to banks and our
financial system.
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Law Enforcement Actions Against Financial Institutions

Investment Banks related to Mortgage Backed Securities

Goldman Sachs: Following SIGTARP’s investigation, in 2016 Goldman Sachs paid
$5.06 billion to resolve claims by the DOJ related to Goldman Sachs’ conduct in
the packaging, securitization, marketing, sale and issuance of RMBS between 2005
and 2007. Goldman Sachs paid $2.385 billion in a civil penalty and is required

to provide $1.8 billion in other relief, including relief to underwater homeowners,
distressed borrowers and affected communities, in the form of loan forgiveness
and financing for affordable housing. Goldman Sachs will also pay $875 million

to resolve claims by other Federal entities and state claims. Investors, including
federally-insured financial institutions, suffered billions of dollars in losses from
investing in RMBS issued and underwritten by Goldman Sachs between 2005

and 2007.

Morgan Stanley: Following a SIGTARP investigation, in 2016, TARP recipient
Morgan Stanley paid a $2.6 billion penalty to resolve claims related to its
marketing, sale and issuance of RMBS as a precursor to the financial crisis.
Morgan Stanley admitted its failure to disclose critical information to prospective
investors about the quality of the mortgage loans underlying its RMBS, and

about its due diligence practices. Investors, including federally insured financial
institutions, suffered billions of dollars in losses from investing in RMBS issued by
Morgan Stanley in 2006 and 2007. In October 2008, Morgan Stanley received $10
billion in TARP funds knowing it had misled investors and knowing that its toxic
subprime mortgage securities caused billions of dollars in losses.

Bank of America: On August 20, 2014, TARP recipient Bank of America
Corporation (“BAC”"), entered into an historic $16.65 billion settlement agreement
with the Department of Justice, among others, to resolve civil investigations
against BAC and its former and current subsidiaries, including TARP recipient
Merrill Lynch and Countrywide Financial Corporation (“Countrywide”), involving:
the bank’s packaging, sale, arrangement, structuring and issuance of RMBS and
collateralized debt obligations; the bank’s practices concerning the underwriting
and origination of risky mortgage loans; and the bank’s misrepresenting the quality
of those loans to, among others, the Government-sponsored enterprises, Fannie
Mae and Freddie Mac.

Of the $16.65 billion settlement, $1 billion relates to the resolution of
SIGTARP investigations into (and three private “whistleblower suits” filed under
seal pursuant to the False Claims Act) the origination of defective residential
mortgage loans by Countrywide’s Consumer Markets Division and BAC'’s Retail
Lending division, as well as the fraudulent sale of such loans to the GSEs. The
settlement does not release individuals from civil charges, nor does it absolve BAC,
its current or former subsidiaries and affiliates, or any individuals from potential
criminal prosecution.

BAC also must cooperate fully with investigations or prosecutions into the
conduct at issue.
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Banks related to the Origination and Resale of Loans

Fifth Third: Following a SIGTARP investigation, Fifth Third Bank (“FTB”) agreed
to pay approximately $85 million to cover Federal losses on approximately 500
loans that defaulted and for which HUD paid insurance claims, and indemnify
HUD for all losses HUD may incur on approximately 900 defective loans that have
not yet defaulted. FTB Quality Control employees made false representations to
HUD that residential mortgages the bank originated were of the quality required
to be insured by HUD. The bank’s false representations cost HUD millions of
dollars to pay insurance claims on 519 of the materially defective loans that later
defaulted. FTB made a voluntary disclosure that approximately 1,400 mortgage
loans that the Bank had certified as eligible for FHA insurance were materially
defective and not eligible for FHA insurance, but FTB never self-reported that
information to HUD, resulting in millions of dollars in HUD losses. FTB admitted
and accepted responsibility for failing to self-report mortgage loans it knew to be
defective, contrary to HUD requirements. FTB has also reformed its business
practices and terminated the employment of responsible employees.

Banks Servicing Residential Mortgages

SunTrust: In July 2014, SunTrust Mortgage, Inc., a subsidiary of TARP recipient
and mortgage servicer, SunTrust Banks, Inc. (collectively, “SunTrust”), entered
into a non-prosecution agreement with the U.S. Attorney’s Office for the Western
District of Virginia, resolving a criminal investigation, by SIGTARP and the U.S.
Attorney’s Office, of SunTrust’s administration of the HAMP. SunTrust agreed

to pay $320 million to resolve allegations of mail fraud, wire fraud and false
statements to the U.S. Treasury in connection with its HAMP program. As detailed
in the agreement, from March 2009 to at least December 2010, SunTrust misled
numerous mortgage servicing customers who sought mortgage relief through
HAMP. Specifically, SunTrust made material misrepresentations and omissions to
borrowers in HAMP solicitations and regarding how long SunTrust would take to
make a decision on whether borrowers qualified for HAMP. SunTrust also failed
to process HAMP applications in a timely manner. So significant was SunTrust’s
failure in this regard, that the floor of the room in which the bank dumped the
voluminous unopened HAMP applications actually buckled under the packages’
sheer weight. SunTrust admitted that it did not clean up its HAMP program until
its regulators and the U.S. Government, through SIGTARP and its partners,
intervened through the criminal investigation. As a result of SunTrust’s significant
mismanagement of HAMP, thousands of homeowners who applied for a HAMP
modification with SunTrust suffered serious financial harms. In November and
December 2008, SunTrust Banks, Inc., the parent company of SunTrust, received
$4.85 billion in Federal taxpayer funds through TARP. The bank repaid the TARP
investment in March 2011.
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Law Enforcement Action Against Bankers and Banks

Bank of America: In 2014, following a SIGTARP investigation, former Chairman
and CEO of Bank of America Corporation, Kenneth Lewis reached a $25 million
settlement and former CFO Joe Price reached a $7.5 million settlement with

the New York Attorney General’s Office for actions during the bank’s merger

with Merrill Lynch. Despite Bank of America top executives’ specific knowledge

of mounting losses at Merrill Lynch that were forecast at more than $9 billion,

the TARP recipient bank failed to disclose that information to shareholders prior

to their vote on the proposed merger. It was also alleged that Lewis and Price
misrepresented to shareholders the impact that the merger with Merrill would have
on Bank of America’s future earnings. As part of that settlement, Lewis was barred
from serving as an officer or director of a public company for a period of three years
and Price was barred from serving as an office or director of a public company for a
period of 1 year 6 months.

One Financial: In January 2016, the United States District Court for the District
of Columbia entered a $47,905,000 default judgment against TARP recipient, One
Financial Corporation (“One Financial”), and its subsidiary, One Bank & Trust,
N.A. (“One Bank”), in connection with a False Claims Act suit alleging that the late
Layton P. Stuart, former owner and president of One Financial, obtained $17.3
million in TARP funds under false pretenses and used them for improper purposes.

Law Enforcement Action Against Auto Manufacturer

General Motors: Following a SIGTARP investigation, in September 2015, in

the United States District Court for the Southern District of New York charged
General Motors Company (“GM”), a $50 billion dollar TARP recipient, with
concealing a potentially deadly safety defect from its U.S. regulator, the National
Highway Traffic Safety Administration, from the spring of 2012 through February
2014, and, in the process, misled consumers concerning the safety of certain of

its cars. The DOJ deferred prosecution based on GM’s agreement to change their
process so that this never happens again. GM paid a $900 million financial penalty
and is changing its policies, practices, and procedures relating to GM'’s safety-
related public statements, sharing of engineering data, and recall processes. The
defect consisted of a faulty ignition switch that could move easily out of the “Run”
position into “Accessory” or “Off.” When the switch moved out of the Run position,
it could disable the affected car’s frontal airbags—increasing the risk of death and
serious injury in certain types of crashes in which airbags were otherwise designed
to deploy. To date, GM has acknowledged a total of 15 deaths, as well as a number
of serious injuries, caused by the defective switch. It is a safer world when defective
parts in cars manufactured by one of the largest car companies in the world are
replaced before injury or loss of life.
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More than 300 defendants investigated by SIGTARP have been
charged with crimes, 250 of whom have already been convicted, and
148 have been sentenced to prison for their crimes.

As of June 30, 2016:

More than 300 (357) defendants that SIGTARP investigated have been charged

with TARP-related crimes—more than four times the number charged in the

past three years.
More than 200 (250) defendants that SIGTARP investigated have been
convicted of TARP related crimes—almost tripling the number convicted in the

past three years.
More than 100 (148) defendants that SIGTARP investigated have been

sentenced to prison for their crimes related to TARP. The number of defendants

sentenced to prison more than quadrupling—from 35 to 148 defendants—in

slightly more than three years.

Sentencing follows years of SIGTARP’s investigations and criminal prosecution.
SIGTARP expects that number to rise. There are additional defendants that
SIGTARP investigated who have already been convicted of their crimes and await

sentencing by the court.
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The 250 convictions and 148 prison sentences are important measures of
justice, accountability, and deterrence that SIGTARP has brought to protect
taxpayers and leave the industry safer than we found it during the crisis.

Additionally, SIGTARP’s investigations have led to DOJ criminal Non-
Prosecution Agreements against four individuals and three companies, and DOJ
criminal Deferred Prosecution Agreements against two individuals and one

company.

TARP bailout-related crime must be stopped. Every time. Without exception.
Without regard to the TARP institution’s size. SIGTARP is the investigative agency
who works with our prosecuting law enforcement partners, to bring cases of TARP-

related crime to satisfy four foundations of our justice system:




SPECIAL INSPECTOR GENERAL | TROUBLED ASSET RELIEF PROGRAM

FIGURE 1.10
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FIGURE 1.11
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1. Accountability— No one is above the law. SIGTARP and our law enforcement
partners held every one of the 250 convicted defendants accountable for

their crimes. In addition to the 148 convicted defendants who have already
been sentenced to prison, others await sentencing. SIGTARP is conducting
investigations that are not yet at the stage of criminal charges. We continue

to find crime and open new investigations and will, with our law enforcement
partners, hold others accountable in the future.

Taking the Profit Out of Crime— Crime must not pay. SIGTARP’s
investigations have already resulted in $10.29 billion in real dollars returned to

b

the Government and other victims. SIGTARP works to increase that amount by
assisting in recovering money from an additional $6.11 billion in court orders
and Government agreements resulting from SIGTARP investigations that have
not yet been recovered.
3. Deterrence— Breaking the banking laws must not be tolerated. In some cases,
the crime jeopardized the safety and soundness of a bank that applied for or
received TARP. In other cases, multiple losses must be deterred to avoid creating
a risk to a bank’s safety and soundness. Putting a TARP bank’s assets at risk also
puts Treasury’s TARP investment and FDIC-insured bank deposits at risk.
Justice and Crisis Recovery— Justice must be brought to victims hurt by these
crimes, such as communities, employees, homeowners, small businesses, the

b

Government, and others. Additionally, those defendants willing to commit crime
related to the bailout must be removed from the financial system that underpins
the economy so that they are never again in a position to put a bank or TARP
program at risk.

SIGTARP’s investigations concern a wide range of possible violations of the
law, and result in charges including: bank fraud, conspiracy to commit fraud or to
defraud the United States, wire fraud, mail fraud, making false statements to the
Government (including to SIGTARP agents), securities fraud, money laundering,
and bankruptcy fraud, among others.” These investigations have resulted in charges
against defendants holding a variety of jobs, including 80 bank employees, and 89
mortgage modification scammers. Sixty-two percent of those charged are senior
officials.

Figure 1.10 represents a breakdown of criminal charges from SIGTARP
investigations resulting in prison sentences.

Criminal Intent of People SIGTARP Investigates

The 250 convicted defendants SIGTARP investigated knew what they were
doing—they had criminal intent—which is what SIGTARP has proven. Further,
each of the 148 sentenced to prison of the 250 convicted defendants intentionally
made a decision that carried the consequence of incarceration. SIGTARP makes
arrests, and courts impose prison sentences, but those are consequences of the
decisions made by each of these defendants to step over the line from what is legal

V The prosecutors partnered with SIGTARP ultimately decided which criminal charges to bring resulting from SIGTARP's investigations.
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to what is not. Each convicted defendant SIGTARP investigated made a choice.
They chose to break the law. They may justify their actions, but they knew what they
were doing. SIGTARP investigates three general categories of criminal defendants,
and although they may be very different, each one turned to crime.

SIGTARP Defendant Category 1: It is not the first time these defendants have
been charged with a crime. They have a criminal record. They know what they are
doing is wrong. They have done wrong before. Category one defendants SIGTARP
investigates have criminal intent.

SIGTARP Defendant Category 2: Bankers or bank borrowers who use a bank that
received or applied for TARP to further their own private interests. Their crimes
typically involve self-dealing, personal profit, and are often motivated by greed. They
may have never been charged with a crime before, which may be because they have
never been caught before or may be because this is their first crime. Category two
defendants SIGTARP investigates have criminal intent.

SIGTARP Defendant Category 3: First time offenders having never before
committed a crime. They may have been upstanding, law-abiding citizens who lived
honest lives and performed good deeds. Greed might still motivate them, but their
crimes may not involve self-dealing or personal profit beyond keeping their jobs

or stock in the bank. Generally, as SIGTARP has learned in its investigations, the
motivation of defendants in this third category differs if the person masterminds/
orchestrates the criminal scheme (typically a CEO or other high level officer) or is a
co-conspirator who carries out the criminal scheme (typically an employee such as a
bank loan officer or large bank customer). Both have criminal intent.

SIGTARP rejects the argument that the financial crisis shields criminal liability.
The financial crisis becomes too easy an excuse for bankers or their co-conspirators
who crossed the line, and knew that they crossed the line. Judges and juries have
rejected that argument too.

The financial crisis was a crossroad for many bankers. Thousands in banking
faced losses without turning to crime. They told the truth in the bank’s books. When
loans went past due, or collateral for the loans declined in value, they truthfully
reserved for losses. When loans went bad, they charged them off. And they suffered
the consequences. Some lost their jobs, some lost significant money, and some saw
their bank fail or be acquired or lose reputation and customers.

But others SIGTARP investigates walked up to the line that defines what is legal
and what is a crime and made a decision to cross that line. They knew that they
crossed the line. They may have justified it, but they knew. They had criminal intent.

The defendants SIGTARP investigates who are first time offenders may convince
themselves that their actions are justified because of the loss they would face—
losing what they feel is theirs or a very part of how they define themselves— but
they committed a crime.

SIGTARP sees a pattern in many of our investigations that the loss these
defendants faced during the crisis was a consequence of excessive risk-taking
they took before the crisis, with the defendants turning to crime to avoid the
consequences. If times had remained good, the risk may pay off with a handsome
upside. But, when good times turn bad, the downside for a bank can be treacherous.



SPECIAL INSPECTOR GENERAL | TROUBLED ASSET RELIEF PROGRAM

These consequences include, for example, increasing non-performing bank loan
balances that should be reserved for losses or charged off, loans without sufficient
collateral, or too many foreclosed properties on the bank’s books, all of which
threaten the health of the bank, and all of which must be recorded truthfully in the
bank’s books.

Once a banker chooses to conduct one criminal act, it can snowball, turning
one crime into a criminal scheme. A banker may commit the first crime of making
a false entry into a bank’s books, then commit additional crimes by lying to the
regulator who asks about the entry, and including that fraudulent entry in call
reports and financial statements sent to regulators (and Treasury to apply for
TARP) and sent to investors including Treasury (for TARP banks). They can
commit the crime of conspiracy by bringing in others to the scheme.

SIGTARP investigates co-conspirators because without the co-conspirators,
many of these criminal schemes could not have been committed. Typically,
co-conspirators may be bank officers or other employees who work for those who
mastermind/orchestrate the criminal scheme or may be large borrowers of the bank
(who may be not current on their loan). They may make false entries in the bank’s
books, hide from auditors, accountants or regulators current appraisals showing
that collateral has decreased in value, lie to a regulator, send false bank records to
regulators or take any number of other actions to carry out the criminal scheme.

Each co-conspirator faced the same line and chose to cross it. They often have
a different motivation than those who mastermind/orchestrate the scheme. Co-
conspirators may be motivated to turn to crime because of loyalty to their boss, or
fear of losing their job, particularly during a time of crisis.

Location of Criminal Prosecutions Arising Out of SIGTARP
Investigations

SIGTARP has found, investigated, and supported the prosecution of TARP-related
crime throughout the nation. The 357 defendants investigated by SIGTARP were
charged in courts in 30 states and Washington, DC, with victims in all 50 states
and Washington, DC. Figure 1.12 shows locations where criminal charges were
filed by Federal or State prosecutors as a result of SIGTARP investigations."

V The prosecutors partnered with SIGTARP ultimately decide the venue in which to bring criminal charges resulting from SIGTARP's
investigations.
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FIGURE 1.12

LOCATIONS WHERE CRIMINAL CHARGES WERE FILED AS A RESULT OF

SIGTARP INVESTIGATIONS
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Prison Sentences Resulting From SIGTARP Criminal Investigations

As a result of a SIGTARP investigation, already 148 defendants have been
sentenced to prison. The average prison sentence imposed by courts for crime
investigated by SIGTARP is 59 months, which is nearly double the national
average length of 37 month prison sentences involving white collar fraud.”" On
average, as a result of SIGTARP investigations, criminals convicted of crimes
related to banking have been sentenced to serve 64 months in prison. Criminals
convicted for mortgage modification fraud schemes or other mortgage fraud related
investigations by SIGTARP were sentenced to serve an average of 52 months in
prison. Criminals investigated by SIGTARP and convicted of investment schemes
such as Ponzi schemes and sales of fake TARP-backed securities were sentenced to
serve an average of 44 months in prison. Figure 1.13 shows the people sentenced
to prison, the sentences they received, and their affiliations.

Vi See the U.S. Sentencing Commission’s 2014 Sourcebook of Federal Sentencing Statistics for additional information.
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FIGURE 1.13
INDIVIDUALS SENTENCED TO PRISON
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Lee Bentley Farkas Alan Tikal Edward Woodard Christopher George Andrea Ramirez Stephen Fields
360 months 288 months 276 months 240 months 216 months 204 months
3 years supervised release 5 years supervised release 5 years supervised release 5 years supervised release 3 years supervised release 5 years supervised release
Chairman Principal President & CEO Co-Owner Co-Owner Executive Vice President
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Jonathan L. Herbert
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Owner
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Troy Brandon Woodard Howard Shmuckler Clayton A. Coe Christopher Godfrey David Tamman Dennis Fischer

96 months 90 months 87 months 84 months 84 months 84 months

5 years supervised release 3 years supervised release 5 years supervised release 3 years supervised release 3 years supervised release 3 years supervised release
Vice President Owner/Operator Vice President/ President Attorney Vice President

Bank of the Commonwealth The Shmuckler Group, LLC Senior Commercial Loan H.O.PE. Nixon Peabody LLP H.O.PE.

Subsidiary Officer

FirstCity Bank
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Gary Patton Hall

84 months

3 years supervised release
President/CEOQ

Tifton Banking Company
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William Cody Steven Pitchersky Dwight Etheridge Michael Edward Filmore Peter Pinto Winston Shillingford Iris Pelayo
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Owner/Operator Owner/Operator President Straw Borrower President/CO0 Co-owner Manager
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Construction, LLC
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Yadira Garcia Padilla Julius Blackwelder Leonard G. Potillo Tamara Teresa Tikal William R. Beamon, Jr. Paul Allen Brent Merriell

48 months 46 months 46 months 45 months 42 months 40 months 39 months

5 years supervised release 3 years supervised release 3 years supervised release 3 years supervised release 5 years supervised release 2 years supervised release 5 years supervised release
Client Complaints Manager Manager/Owner Co-owner/Manager Vice President CEO

21st Century Legal Services Friends Investment Group United Credit Recovery, LLC KATN Trust Appalachian Community Bank Taylor, Bean & Whitaker
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Robert E. Maloney, Jr. Leigh Farrington Fiske Selim Zherka Brian Headle Cheri Fu Christopher Tumbaga Delio Coutinho

39 months 37 months 37 months 36 months 36 months 36 months 36 months

3 years supervised release 3 years supervised release 3 years supervised release 4 years supervised release 5 years supervised release 4 years supervised release 3 years supervised release

In-house Counsel External Owner Businessman Borrower Owner/President Loan Officer Loan Officer

FirstCity Bank Salvador Management, Colorado East Bank and Trust Galleria USA, Inc. Colorado East Bank and Trust [Mortgage Company Name
LLC dba Corporate Funding Withheld]

Solutions S.A.
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Marleen Shillingford James A. Laphen Roger Jones Charles Antonucci Michael Trap Raymond Bowman Thomas Hebble
36 months 34 months 33 months 30 months 30 months 30 months 30 months
3 years supervised release 2 years supervised release 3 years supervised release 2 years supervised release 3 years supervised release 2 years supervised release 3 years supervised release
Co-owner President/CO0 Federal Housing Modification Owner President Executive Vice President
Waikele Properties Corp. TierOne Bank Department Park Avenue Bank Federal Housing Modification Taylor, Bean & Whitaker Orion Bank

Department
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Catalina Deleon Jeffrey Bell Carmine Fusco Marvin Solis Tommy Arney Angel Guerzon Clint Dukes

30 months 30 months 27 months 27 months 27 months 24 months 24 months

3 years supervised release 3 years supervised release 3 years supervised release 3 years supervised release 3 years supervised release 3 years supervised release 5 years supervised release
Manager President Outside Appraiser Owner Owner Senior Vice President Owner

21st Century Legal Services Stearns Bank Blue and White Management, Hawk Ridge Investments, LLC Residential Development Orion Bank Dukes Auto Collision Repair

Ameridream Company
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James Ladio Joseph D. Wheliss, Jr. Kenneth Sweetman Reginald Harper Alan Reichman Karim Lawrence Michael Ramdat

24 months 24 months 24 months 24 months 21 months 21 months 21 months

3 years supervised release 5 years supervised release 3 years supervised release 3 years supervised release 2 years supervised release 5 years supervised release 3 years supervised release
President/CEQ Owner/Operator Blue and White Management, President and CEO Executive Director Of Officer

MidCoast Community Bank,
Inc.

National Embroidery Works Inc

Ameridream

First Community Bank

Investments

Omni National Bank
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Steven J. Moorhouse

21 months

3 years supervised release
Owner/President

Jefsco Manufacturing Co., Inc.

Ak

Thomas Fu

21 months

5 years supervised release
Owner/CFO

Galleria USA, Inc.

Ak

Ziad Nabil Mohammed
Al Saffar

21 months

3 years supervised release
Operator

Compliance Audit
Solutions, Inc.

Ak

Don A. Langford

21 months

2 years supervised release
Sr. VP/Chief Credit Officer
TierOne Bank

Abraham Kirschenbaum
18 months
2 years supervised release

Christopher Woods

18 months

3 years supervised release
Owner

Blue and White Management,
Ameridream

Ak

Grady Fricks

18 months

5 years supervised release
Borrower

Gateway Bancshares
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Mark Steven Thompson
18 months

3 years supervised release
Partner

Greenfield Advisors, LLC;
Escrow Professionals, Inc.

Poppi Metaxas

18 months

3 years supervised release
President & CEO

Gateway Bank FSB

Matthew Amento

18 months

3 years supervised release
Owner

Blue and White Management,
Ameridream

Robert llunga

18 months

3 years supervised release
Manager

Waikele Properties Corp.

Robert Wertheim

18 months

2 years supervised release
Co-Owner

Premium Finance Group

Troy A. Fouquet

18 months

3 years supervised release
Owner

Team Management, LLC
TRISA, LLC

Walter Bruce Harrell
18 months
3 years supervised release

Mindy Holt

18 months

2 years supervised release
21st Century Legal Services
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Thomas Dickey Price Andrew M. Phalen Chester Peggese Brian M. Kelly Carlos Peralta Duy Nguyen
18 months 12 months 12 months 12 months 12 months 12 months
2 years supervised release 5 years probation 5 years supervised release 3 years supervised release 3 years supervised release 5 years probation
Employee Operator Loan Consultant Employee Owner
Escrow Professionals, Inc. CSFA Home Solutions H.O.PE. HAMP Resources
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Gregory Flahive

12 months

3 years probation
Owner/Attorney

Flahive Law Corporation

Lynn Nunes

12 months

5 years supervised release
Owner

Network Funding

Matthew L. Morris

12 months

2 years supervised release
Senior Vice President

Park Avenue Bank

Sara Beth Bushore
Rosengrant

12 months

3 years supervised release
Operator

Compliance Audit
Solutions, Inc.
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Michael Bates

12 months

3 years supervised release
Employee

21st Century Legal Services

Jeanette R. Salsi

7 months

3 years supervised release
Senior Underwriter

Pierce Commercial Bank

Alberto Solaroli

12 months

2 years supervised release
Borrower

Christopher Ju
10 months
2 years probation

Justin D. Koelle
9 months

5 years probation
CEO

CSFA Home Solutions
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Vernell Burris

12 months

2 years supervised release
Employee

H.O.PE.

Carla Lee Miller

8 months

3 years supervised release
Employee

Escrow Professionals, Inc.

Salvatore Leone

12 months

3 years supervised release
External Owner

Wilmington Trust Corp

AR

Anthony Blackwell

12 months

3 years supervised release
Employee

Homesafe America, Inc.
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Jacob J. Cunningham

8 months
5 years probation
CEO

CSFA Home Solutions

Ak

John D. Silva

8 months

5 years probation
Senior Official

CSFA Home Solutions
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Brian W. Harrison

6 months

6 months home detention
Vice President/Loan Officer
Farmer’s Bank and Trust

Daniel Al Saffar

6 months

3 years supervised release
Sales Representative
Compliance Audit
Solutions, Inc.

Dominic A. Nolan

6 months

5 years probation
Owner

CSFA Home Solutions

Phillip Alan Owen

6 months

5 years supervised release
Branch Manager

Superior Financial Services,
LLC

Ak

Eduardo Garcia Sabag
3 months
Deported

Ak

Sean Ragland

3 months

3 years supervised release
Senior Financial Analyst
Taylor, Bean & Whitaker



QUARTERLY REPORT TO CONGRESS | JULY 27, 2016

sa: ‘ r. " ‘ r.

Teresa Kelly Candice White Hamid Reza Shalviri

Alice Lorrraine Barney Sonja Lightfoot Mark W. Shoemaker Michael Bradley Bowen
3 months 3 months 3 months 2 months 1 month 1 day 1 day
3 years supervised release 5 years supervised release 3 years supervised release 3 years supervised release 3 years supervised release 5 years supervised release 5 years supervised release
Operations Supervisor Senior Vice President Employee Marketing & Administrative Senior Vice President
Colonial Bank Front Range Bank 21st Century Legal Services Assistant

Pierce Commercial Bank
Pierce Commercial Bank

Yazmin Soto-Cruz

1 day

3 years supervised release
Co-owner

New Jersey Property
Management
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TARP-Related Investigations Activity Since the April 2016 Quarterly
Report

Each quarter SIGTARP investigations result in a number of charges, convictions,
and prison sentences as set forth in Figures 1.4-1.9. The following summaries
highlight some of the more impactful developments from the quarter focusing on
SIGTARP’s investigations and enforcement against TARP banks and bankers, as
well as against executives and borrowers for defrauding TARP banks, and against
perpetrators seeking to defraud homeowners and others by pretending to be, or be
affiliated with, official TARP housing assistance or other programs.

Investigations
Investigations and Enforcement Against TARP Banks and Bankers

First Case Nation-Wide Where TARP Applicant Banker Defendants Found Guilty
of TARP Fraud—Jury Delivers Guilty Verdicts Against Former CEO and Chairman
In Fraud Scheme to Get $13.5 Million In Bailout Funds

On April 27, 2016, following a 18 day jury trial in the U.S. District Court for the
Eastern District of Pennsylvania, a Federal jury returned guilty verdicts against
Brian Hartline and Barry Bekkedam, the former President and Chief Executive
Officer, and Chairman (respectively) in a scheme to defraud the government into
giving NOVA bank $13.5 million in TARP funds. Both defendants were found
guilty of conspiracy to defraud the United States, TARP fraud, and two counts

of false statements to the Federal Government. In June 2009, NOVA Bank was
approved to receive $13.5 million in TARP funds on the condition that the bank
raise $15 million in additional, private capital. Bekkedam and Hartline devised a
scheme to make NOVA bank appear more financially sound than it was — that new
money was being invested in the bank. As part of the scheme, in May 2009 the
defendants arranged for NOVA Bank to loan money to a Florida businessman and
for the Florida businessman to transfer the funds to NOVA’s parent company so it
would appear as though the bank had new capital from an outside investor. In fact,
the “new money” investment was the bank’s own money. In October and December
2009, Bekkedam and Hartline convinced two others to make similar “investments”
using loans from NOVA to make NOVA appear more financially sound than it
actually was. The defendants also told and directed employees to tell the U.S.
Department of the Treasury that NOVA had raised new capital when it had not.
The defendants concealed the true purpose of the loan to the Florida businessman
and falsely stated the purposes of the other two loans. The bank ultimately did

not receive TARP funds and in October 2012, the bank failed. The case was
investigated by SIGTARP, the FBI, the FDIC OIG, FRB OIG and the CFPB. The
case is being prosecuted by United States Attorney’s Office for the Eastern District
of Pennsylvania.
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TARP Banker Charged with Conspiring to Defraud His Employer, TARP Recipient
Bank

On May 5, 2016, Daniel Sexton, Jonathan Williams, Joseph Tobin and Sheila Flynn
were charged with a scheme to defraud, or attempting to do so, from May 2006 to
September 2010 at various banks. Tobin, a former loan officer at TARP recipient
PBI Bank, and his co-conspirators allegedly conspired to defraud TARP recipient,
PBI bank, of millions of dollars. As a loan officer, Tobin allegedly took part in a
four-year fraud scheme that began prior to the financial crisis in 2006 that resulted
in PBI Bank repeatedly funding millions in loans based on false information. Porter
Bancorp, Inc., the parent company of PBI Bank received $35,000,000 in TARP
funds from Treasury in exchange for preferred shares in the Porter Bancorp, Inc.,
which was sold at a loss by Treasury of $31,500,000. Additionally, Porter Bancorp,
Inc., missed 13 dividend payments totaling $6,737,500. SIGTARP investigated this
case and it is being prosecuted by the United State Attorney’s Office for the Eastern
District of Kentucky.

Banker Indicted In Scheme to Defraud TARP Recipient Bank of $13 Million to
Finance a Movie

On April 27, 2016, Darryl Wesley Clements and Rodney Patrick Dunn, an
employee at TARP recipient The Harbor Bank of Maryland, were charged with a
scheme to defraud the bank to secure $13 million in financing for a movie. Harbor
Bankshares Corporation, the parent company of The Harbor Bank of Maryland,
received $6,800,000 in TARP funds, all of which remains outstanding. Additionally,
Harbor Bankshares Corporation missed 24 dividend payments totaling $2,686,000
(of which $2,516,000 is still owed). This case is being investigated by SIGTARP
and the FBI and is being prosecuted by the United States Attorney’s Office for the
District of Maryland.

Investigations for Using or Defrauding TARP Institutions

Connecticut Man Found Guilty In Multimillion Dollar Insurance Scheme

On June 9, 2016, Daniel Carpenter was found guilty, following a bench trial for

a scheme to defraud insurance companies into issuing insurance policies on the
lives of elderly people. Lincoln National Life Insurance Co, a subsidiary of Lincoln
National Corp, a $950 million TARP recipient was defrauded. This matter is being
investigated by SIGTARP, and the U.S. Department of Labor — OIG, the U.S.
Department of Labor — Employee Benefits Security Administration’s Boston Office.
The case is being prosecuted by United States Attorney’s Office the Department of
Connecticut.

Massachusetts Woman Charged with Mortgage Fraud Against TARP Banks

On May 25, 2016, Denise Bruce, pleaded guilty to bank fraud for defrauding
mortgage companies, including subsidiaries of three TARP recipient banks
(JPMorgan Chase, Wells Fargo, and Goldman Sachs), with multiple mortgages she
obtained on a single residence. The case is being investigated by SIGTARP, the
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United States Attorney’s Office for the District of Massachusetts, and the Federal
Housing Finance Agency — OIG.

Investigations Relating to TARP Housing Assistance Programs

California Man Found Guilty of Orchestrating $31 Million Mortgage Modification
Fraud Scheme with Over 30,000 Victims Nationwide

On May 3, 2016, Dionysius Fiumano, following a several day trial, was found
guilty for orchestrating a massive mortgage modification scheme through which
he and his co-conspirators defrauded more than 30,000 American homeowners
out of approximately $31 million feigning affiliation with Treasury’s official
homeowner relief program, the Home Affordable Modification Program (HAMP).
When consumer complaints attracted attention, the co-conspirators renamed
their companies to continue the fraud. Fiumano was the ringleader with three
co-conspirators, Pedram Abghari, Justin Romano, and Mahyar Mohases, who pled
guilty for their roles in the scheme. This case was investigated by SIGTARP and

is being prosecuted by the U.S. Attorney’s Office for the Southern District of New
York's Complex Frauds and Cybercrime Unit.

California Men Pleaded Guilty to Defrauding More Than 400 Homeowners Out of
$2.7 Million

On March 31, 2016, Chad Caldaronello, aka Chad Carlson, and aka Chad
Johnson pleaded guilty, together with co-conspirators, including Brian Pacios, to

a $2.7 million mortgage modification scheme. Their businesses “HOPE Services”
and “HAMP Services,” promised loan modifications to more than 400 distressed
homeowners claimed that they were authorized by Federal Government to help
facilitate the loan modification process. SIGTARP investigated the case with the
FBI. The case is being prosecuted by the United States Attorney’s Office for the
Central District of California.

Unlicensed Real Estate Appraiser Admits Role in Mortgage Fraud Scheme

On April 26, 2016, Paul Chemidlin was sentenced to 5 years in prison and ordered
to pay $1,518,499 in restitution for mortgage fraud, including submitting false
mortgage loan applications to mortgage lenders, TARP banks. This case was
investigated by SIGTARP, the FBI Newark Mortgage Fraud Task Force; the U.S.
Postal Inspection Service, HUD-OIG; FHFA-OIG; IRS—CI; and the Hudson
County Prosecutor’s Office. This case was prosecuted by the United States
Attorney’s Office for the District of New Jersey.

Owner of California Company that Offered Mortgage Assistance Pleads Guilty to
False Advertising Charges

On May 3, 2016, John Vescera pleaded guilty to false advertising and misusing a
government seal in connection with a mortgage modification scheme. From 2010
until approximately 2012, Vescera and his company First One Lending Corporation
(First One) solicited clients through television advertisements and infomercials
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which touted the mortgage modification services of an entity known as the
National Mortgage Help Center (NMHC). NMHC advertisements misrepresented
NMHC its affiliation U.S. Government and falsely stated that NMHC “help[ed]
thousands of homeowners every day.” First One fraudulently claimed an affiliation
with government mortgage loan assistance programs, including HAMP, and that

it was licensed or approved by HUD for housing counseling or home mortgage
loan modification services. This case was investigated by SIGTARP, the U.S. Postal
Inspection Service — OIG, HUD-OIG, and the FBI. The case is being prosecuted
by United States Attorney’s Office for the District of Connecticut.

New York Man Pleads Guilty to Defrauding Homeowners in Loan Modification
Scheme

On June 16, 2016, David Gotterup pleaded guilty to a scheme to defraud distressed
homeowners who were seeking relief through government mortgage modification
programs, including HAMP, and conducting a mortgage fraud on TARP recipient
banks. This case is being prosecuted by the United States Attorney’s Office for the
Eastern District of New York.

SIGTARP Independent Oversight"

SIGTARP prevents fraud, identifies wasteful spending, and drives improvements
in ongoing $38 billion in TARP programs. When an audit confirms a program is at
risk, SIGTARP looks for ways to fix the problem by leveraging best practices and
our extensive knowledge of TARP. We then issue recommendations to Treasury,
which we share with Congress and the public. SIGTARP focuses on work that has
the power and potential to drive change where change is needed.

Key Milestones

¢ Testified before Congress 10 times on reports

¢ Reports widely covered by Members of Congress and media which helps drive
change

e Forensic audit team with the ability to deep dive to root out waste and fraud

¢ Jurisdiction allows SIGTARP to audit everyone involved in TARP programs, not
just Treasury employees, allowing for more complete cross-cutting findings. This
includes for example, state agencies, city agencies, demolition contractors and
subcontractors, and mortgage servicers.

Recent Reports

e SIGTARP recently reported that the $622 million blight demolition program
under the Hardest Hit Fund is significantly vulnerable to fraud, bid rigging,
other closed-door contract awards, and overcharging. There are no Federal
competition requirements or limitations that Federal funds only pay for costs
that are necessary and reasonable that apply to the 280 local partners and all
of their subcontractors. SIGTARP recommended that these vulnerabilities

vii Blight Elimination figures as of audit report date may not reflect current information.
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can be easily strengthened by adopting similar requirements as HUD in its
blight demolition program. SIGTARP reported that the state agencies also
have no competition or overcharging requirements to protect against these
vulnerabilities.

¢ SIGTARP recently reported about risks associated with non-bank mortgage
servicers (such as Ocwen, Nationstar, etc.) who Treasury has already paid
more than $1 billion in Federal TARP funds, largely running TARP’'s HAMP
program. Some of these servicers have already been found to violate the law and
Treasury’s rules on HAMP.

¢ SIGTARP has recently reported on low-performing state agencies in the
$10 billion Hardest Hit Fund that continue to be paid Federal TARP dollars
but do not get the assistance out to homeowners effectively. SIGTARP made
recommendations on how Treasury can bring accountability to low performing
agencies that Treasury pays to administer this program.

Recent Audit/Evaluation Release

“Treasury’s HHF Blight Elimination Program Lacks Important Federal
Protections Against Fraud, Waste, and Abuse”

On June 16, 2016, SIGTARP published “Treasury’s HHF Blight Elimination
Program Lacks Important Federal Protections Against Fraud, Waste, and Abuse”.
In that report SIGTARP found that the Federal Government funds two main
programs for the demolition of blighted houses, but only the U.S. Department of
Housing and Urban Development’s (“HUD”) program has Federal requirements
to protect the Government against substantial risks inherent in contracting for
demolition work—Treasury’s Hardest Hit Fund does not. SIGTARP found that
blight elimination under Treasury’s Hardest Hit Fund lacks very basic Federal
requirements that govern HUD's blight elimination program. While TARP-funded
demolition of abandoned houses has great potential benefit to communities, the
absence of Federal requirements specific to the risks inherent in blight elimination
like those that exist in HUD's blight elimination program puts Treasury’s program
at great risk of fraud, waste, and abuse. At least one city mayor seeking funds under
Treasury’s program stated publicly that these funds come with no stipulations—a
perception that will only change when Treasury creates Federal stipulations to
mitigate substantial risk. Right now, the risks of HHF blight elimination continue
unregulated and unchecked for more than half a billion Federal dollars.

Treasury followed HUD’s lead in creating a Federally-funded blight elimination
program, but made its program bigger (nearly $622 million compared to HUD’s
$300 million) and without blight-specific Federal requirements designed to protect
against the risks inherent in this activity. While Treasury conducted a written
analysis of the benefits of expanding HHF to include blight elimination, there is
no Treasury written analysis of the risks. It should have been obvious to Treasury
that demolition activities and the flow of Federal dollars through hundreds of
individuals, companies, and other non-Federal entities carry far greater risk to
the Federal Government than providing Federal funds to unemployed or at-risk



QUARTERLY REPORT TO CONGRESS | JULY 27, 2016

homeowners, which had previously been HHF’s sole activity. Treasury could have
used HUD as a model for Federal requirements needed to mitigate risks inherent
in blight elimination, but it did not—instead only amending its contract with
participating state agencies with 2-3 pages of provisions in large type that are
insufficient to protect against risks inherent to contracting for demolition and other
activities.

Treasury’s Hardest Hit Fund program is significantly vulnerable to the
substantial risks of unfair competitive practices and overcharging, either of which
could lead to fraud, waste, and abuse. The most glaring difference between the two
Federal blight programs is that HUD requires: (1) full and open competition (and
other competition requirements); and (2) that demolition and other costs must be
necessary and reasonable. Treasury requires neither.

Treasury’s program is at far greater risk than HUD'’s program given that Treasury
has zero Federal requirements for competition. Unlike Treasury, HUD does not
leave competition to chance. Without similar requirements to HUD, Treasury is
not conducting any oversight over whether there is competition in the solicitation
or awarding of Federal funds or whether costs are necessary and reasonable. This
means that more than half a billion in Federal dollars contracted with nearly
280 local partners, each who may have contractors and subcontractors, is being
expended with zero Federal requirements for competition, and no requirement that
demolition costs be necessary and reasonable.

There is a substantial public interest in having Federal requirements for
competition in this TARP program. Federal requirements for competition are
designed to keep programs fair. The Administration has said that competition
drives down costs, motivates better contractor performance, helps curb fraud and
waste, and promotes innovation. Favoritism, undue influence, contract steering,
bid-rigging, and other closed-door contracting processes, can result from a lack of
Federal requirements for competition.

There is no harm in Treasury creating Federal requirements for full and open
competition, and other competition requirements, similar to HUD’s program.
HUD'’s program allows for the same locally-tailored solutions and flexibility that
Treasury seeks, only with accountability and oversight not present in HHF, and
with less risk of fraud, waste, and abuse. HUD protects the Federal Government
and the program through 6 pages in small font of Federal requirements for
competition, requirements that flow down to state and local governments.

By contrast, in the face of Treasury’s silence, the state agencies administering
Treasury’s program have no requirements for full and open competition in this
program, with one very small exception. One small agency in South Carolina,
which is allocated 6% of total funding for TARP blight elimination, requires
“open and free” competition, leaving 94% of this program (nearly $590 million

in Treasury funding) with no requirement for full and open competition. Clearly,
HHF South Carolina has determined that there is no harm in requiring full

and open competition, just as there would be no harm to the remaining $590
million in funding through six other HHF state agencies. Beyond HHF South
Carolina’s single paragraph on competition, HHF Alabama (which is allocated 4%
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of TARP funding for blight elimination) has a single sentence in its guidelines on
competition (requiring two bids), evidencing that there is no harm in competition.

Those running this program (Treasury and state agencies) are essentially
allowing the recipients of Federal funds to determine whether to have competition
and in what form. This has led to a patchwork of inconsistent or non-existent
practices on competition. Treasury does not require that nearly $622 million in
Federal funds will even be bid out at all. Treasury does not require that competition
be full and open, prohibit a single quote from a sole source, or prohibit placing
unreasonable requirements on firms to qualify. Two small HHF state agencies
are the only ones in this program even attempting to set any requirements for
competition, which is insufficient to protect nearly $622 million.

Unlike Treasury, HUD does not allow the recipient of Federal dollars to set
the rules on competition, but instead layers on any state or local laws or rules that
might apply on top of Federal requirements. Unlike HUD, Treasury’s program relies
exclusively on state/city laws or rules. Local rules may not even apply to the nearly
280 local partners in Treasury’s program because most (87%) of them are not
municipalities or public agencies, but instead include nearly 100 individuals, 8 for-
profit companies, 105 non-profit entities, and 33 land banks. Any rules that may
apply are varied, leaving the Federal Government substantially at risk compared to
HUD'’s blight elimination program.

SIGTARP also found that HUD limits Federal dollars for blight elimination to
only necessary and reasonable costs, but Treasury does not, leaving HHF at risk
of overcharges, waste, and fraud. Treasury has a cap of $25,000 or $35,000 per
property, which is not sufficient to protect the Federal Government from paying for
costs that are not necessary and reasonable. Treasury’s cap far exceeds the average
cost of demolition, reflective of worst-case-scenarios. Treasury’s Blight Elimination
Program is leaving the analysis of what is necessary and reasonable to the
recipients of Federal funds. HUD does not place such trust or hope in recipients to
protect the Federal Government.

At the very least, Treasury’s program should have the same protection as
the other Federally-funded blight elimination program. The requirements of
a grant program (at HUD) should be the bare minimum for a TARP program.
HHF does not have to be a grant for Treasury to protect it. That would be form
over substance. Federal grant funds are not the only Federal funds that should
be protected. TARP funds are bailout funds that Congress designed to be
accompanied by accountability. TARP funds should have more accountability and
oversight than grant programs. Treasury should make its own requirements to
protect the program.

The Hardest Hit Fund is a homeowner bailout program fought for by Congress,
which rejected TARP at first. It is not a bailout of cities, no matter how good the
intentions, or developers, construction companies, non-profits, for-profits, land
banks, or individuals who are not at-risk homeowners. This program has a lot
of self-interests involved and with that come risks and vulnerabilities that need
strong protection—protection that exists in HUD's program, but not in Treasury’s
program.
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TARP funds for demolitions of abandoned properties were taken from
programs that directly gave TARP money to homeowners, primarily in the form
of unemployment and underemployment assistance. Every dollar that pays a
demolition contractor for costs that are not necessary or reasonable is a dollar
taken away from a homeowner. Every dollar that pays a demolition contractor for
costs that are not necessary or reasonable is a dollar taken away from demolishing
an abandoned house that causes safety concerns for a neighborhood. That is why it
is so important that Treasury create Federal rules to protect this program and these
bailout funds, and why it is so important that everyone with oversight of TARP
keeps this new use of TARP for razing homes tightly focused and protected.
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A fundamental role of an office of an Inspector General is to identify vulnerabilities
to fraud, waste and abuse and provide recommendations to protect against those
vulnerabilities. When we see an open door to fraud in a TARP program, our
responsibility is to warn Treasury, and help them shut that door. Treasury has its
own responsibility to ensure that TARP programs are free from fraud and waste.
On June 16, 2016, SIGTARP issued an audit report, “Treasury’s HHF Blight
Elimination Program Lacks Important Federal Protections Against Fraud, Waste
and Abuse” to prevent fraud in the TARP’s Hardest Hit Fund. What SIGTARP
found is that the lack of Federal requirements for competition in TARP’s $622
million Blight Elimination Program makes the program significantly vulnerable

to unfair competitive practices such as bid-rigging, contract steering, and other
closed-door contracting processes. The second thing we found is that there is no
Federal limit to pay only those demolition costs that are necessary and reasonable,
which also opens the door to fraud and waste.

We recommended easy fixes to Treasury. There have been two federally funded
programs with the same activity to demolish homes, and the same risks, but under
two different agencies with two different set of federal rules. All Treasury needs to
do is follow HUD's lead in putting in federal competition requirements and a limit
to not pay anything more than is necessary, while allowing flexibility for states.
SIGTARP made 20 recommendations for Treasury to do just that, to stop these
significant vulnerabilities, address these risks and protect $622 million in taxpayer
funds from fraud, waste, and abuse.” Given that Treasury recently allocated
millions of additional federal dollars to this program, early adoption of SIGTARP’s
recommendations would shut the door to fraud.

TREASURY SHOULD REQUIRE FULL AND OPEN
COMPETITION FOR BLIGHT ELIMINATION FEDERAL
DOLLARS

SIGTARP recommended that Treasury require full and open competition for the
hundreds of millions of TARP dollars available in the Hardest Hit fund for blight
elimination, and make this requirement apply to all partners and participants
receiving HHF funds, similar to HUD's requirement in its blight elimination
program.

SIGTARP found that Treasury does not require full and open competition (or
any competition) for nearly $622 million in Federal funds for blight elimination,
leaving the Federal Government substantially at risk compared to HUD'’s blight
elimination program.

Treasury’s agreement with state agencies is silent as to competition. Treasury
appears through its silence to be relying on state agencies or state or local laws
that may or may not apply. This is unlike HUD, which requires full and open
competition, does not rely on local government or state or local laws or rules that

i As of June 30, 2016, $791 million in Federal funds have been allocated for blight elimination.
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may apply, but instead layers those on top of Federal rules. In the face of Treasury’s
silence, the state agencies administering Treasury’s program have no requirements
for full and open competition with one small exception: South Carolina, which
accounts for only 6% of the total HHF amount allocated to blight elimination,
leaving 94% of this program (nearly $590 million in Treasury funding) with no
requirement for full and open competition.

Treasury’s program is at far greater risk than HUD's program given that
Treasury has zero federal requirements for competition. More than half a billion
in federal dollars contracted with nearly 280 local partners, each who may have
contractors and subcontractors, is being expended with zero federal requirements
for competition. Most (87%) of the local partners are not municipalities or public
agencies. For example, there are nearly 100 individuals and 8 for-profit-companies
who serve as local partners who have received and may receive these Federal funds.

TREASURY SHOULD ESTABLISH FEDERAL
REQUIREMENTS TO USE COMPETITIVE
PROCEDURES WHEN SOLICITING CONTRACTS
UNDER THE BLIGHT ELIMINATION PROGRAM

SIGTARP made recommendations that Treasury make similar requirements to
HUD's requirements in its blight elimination program: that Treasury generally
require that blight elimination work be competitively bid out; prohibit receiving

a single quote from a single source; prohibit placing unreasonable requirements

on firms to bid; prohibit those who worked on request for proposals from bidding;
prohibit noncompetitive pricing practices between affiliated companies; use sealed
(anonymous) bids; solicit offers for smaller contracts from an adequate number of
qualified bidders from a public request for proposal; and take affirmative steps to use
minority and women owned businesses.

In stark contrast to HUD, Treasury has no competitive solicitation requirements
in its blight elimination program. Treasury does not require the state agencies to
require local partners to engage in competition in soliciting work. Treasury does
not require that nearly $622 million in Federal funds will even be bid out at all.
Even when the work is bid out, there is no requirement that the competition be
full and open. There is no prohibition against receiving a single quote from a sole
source. There is no prohibition on placing unreasonable restrictions on firms to
qualify. There is no preference that bids be sealed. For smaller contracts, there is
no requirement to receive quotes from an adequate number of sources. There is
no requirement that affirmative steps be taken to use minority and women-owned
business.

In contrast, HUD's requirement for full and open competition generally
requires all recipients of Federal funds to use competitive procedures when

ii As of June 30, 2016, 307 local partners have contracted for blight elimination.
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soliciting contracts under the blight elimination program. HUD established this
requirement, “in order to ensure objective contractor performance and eliminate
unfair competitive advantage.”

Unlike HUD's blight elimination program, Treasury and HHF state agencies
let those receiving Federal funds (87% of which are not public entities) set the
rules and procedures for competition, leaving the program extremely vulnerable to
fraud, waste, and abuse. SIGTARP found that unlike HUD, Treasury and the state
agencies running HHF Blight Elimination Programs allow the recipients of the
Federal funding to decide whether to have competition and in what form—whether
and how to advertise or bid out demolition and other contracts. SIGTARP also
found that only one state agency under HHF, HHF Alabama has a requirement
for bids (HHF Alabama is allocated only 4% of total federal funding under HHF).
SIGTARP found that the local partners award contracts using a patchwork of
differing standards and procedures. This patchwork situation increases the risk that
local partners and their subcontractors may award contracts based on self-interest,
favoritism, or use non-competitive practices that lead to inflated costs or other
inefficiencies, or fraud, waste, and abuse. This is an open invitation to bid-rigging,
contract steering, and other closed-door contract processes.

TREASURY SHOULD ESTABLISH FEDERAL
COMPETITION REQUIREMENTS TO AWARD
CONTRACTS UNDER THE BLIGHT ELIMINATION
PROGRAM

SIGTARP made recommendations that Treasury make similar requirements to
HUD's requirements in its blight elimination program: that Treasury require written
procedures that (1) clearly and accurately describe technical requirements in a way
that do not unduly restrict competition, (2) identify all requirements that bidders
maust fulfill and (3) identify all factors to be used in evaluating bids; require that all
prequalified lists of bidders be current and include enough sources to ensure the
maximum open and free competition; the sealed bids be evaluated without discussion
of the bidders and that firm fixed price contracts be awarded to the lowest bidder who
satisfied the terms and conditions; and that fixed or cost-reimbursement contracts be
awarded to the vendor whose proposal is most advantageous to the program.

Unlike HUD who has strict requirements for competition in awarding contracts
in its blight elimination program, Treasury has no competition requirements.
Without any federal requirement to do so, SIGTARP found that 6 of 7 state
agencies in HHF have no requirements for competition that apply to local partners
awarding contracts for $590 million (94% of Federal funds). Unlike HUD,
Treasury and the state agencies let those receiving Federal funds (87% of which
are not public entities) decide how to award contracts, leaving Treasury’s program
extremely vulnerable to fraud.
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TREASURY SHOULD LIMIT COSTS TO ONLY
NECESSARY AND REASONABLE DEMOLITION
COSTS

SIGTARP recommended that Treasury limit costs to be reimbursed by Hardest Hit
Fund dollars to only those demolition or other blight elimination activity costs that are
necessary and reasonable, similar to HUD.

SIGTARP found that HHF’s Blight Elimination Program is vulnerable to the
risk of overcharging and fraud because, in stark contrast to HUD, Treasury has
no requirement that Federal funds will only cover blight elimination cost that are
necessary and reasonable. Instead, Treasury set a worst case scenario, creating a
maximum allowable cost per property of $25,000 to $35,000, depending on the
state. Treasury allows for Federal dollars to pay unnecessary and unreasonable
costs as long as they fall under a maximum set amount based on the worst-case
scenario of costs. This is not sufficient to protect against overpaying, waste, and
fraud, because it does not reflect necessary and reasonable costs, but instead far
exceeds the average cost of demolition. For example, as of December 31, 2015,
Treasury reports the median cost of demolition in Michigan as $10,558 (+$2,700
greening), Indiana $14,918 (+$5,021 acquisition + $4,441 greening) and Ohio
$8,100 (+$108 acquisition + $500 greening). None of the state agencies in HHF
have a requirement that Federal HHF dollars will only cover demolition costs that
are necessary and reasonable. Both HUD and Michigan’s state blight demolition
program have necessary and reasonable cost limits.

TREASURY AND STATE AGENCIES SHOULD NOT
RELY ON THE JUDGMENT OF THOSE RECEIVING
FEDERAL FUNDS TO DETERMINE WHAT COSTS
ARE NECESSARY AND REASONABLE, BUT
INSTEAD DO MORE TO ESTABLISH NECESSARY
AND REASONABLE DEMOLITION COSTS

SIGTARP recommended that Treasury require state agencies to do more to establish,
in writing, what are necessary and reasonable demolition (and other) costs in each city
and seek substantial justification for invoices that exceed those costs. Treasury should
require state agencies to determine the necessary and reasonable costs in each city by
using three best practices: (1) industry experts; (2) third-party market quotes; and (3)
established practices and policies regarding current and historical cost information

on Federal, state, and local blight elimination, particularly by the same parties
conducting those activities.
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Treasury has no way of knowing whether the demolition costs submitted for
Hardest Hit Fund dollars are appropriate, and is at a significant disadvantage in
identifying any waste, fraud or abuse. Treasury and the state agencies running this
program leave it to those receiving these Federal funds to decide how much to
charge as long as they stay under $25,000 or $35,000. An official from Michigan’s
housing finance agency told SIGTARP that the costs are “pretty much left up
to the blight partner,” saying “they’re going to be prudent about their costs.” A
reactive approach in establishing what costs are necessary and reasonable by
reviewing submitted claims carries a risk that those submitting claims could drive
up the price. The cost of demolition under HHF has risen from prior non-HHF
demolitions in some of these states. HUD does not place such trust or hope
in recipients to protect the Federal government. HHF is more vulnerable than
HUD’s program because the vast majority of local partners in HUD’s program are
municipalities, but they represent only 13% of the local partners in HHF. Instead,
100 of the local partners in HHF are individuals and 8 are for-profit-companies.

Because a federal program that is more than half a billion dollars requires more
than trust or hope that costs will be minimized, SIGTARP recommended that
Treasury put requirements in place to ensure that does not happen. To arm them
with knowledge, state agencies should at a minimum follow the best practices
of HUD and other Federal awards to ensure that taxpayers are protected against
overpaying for blight elimination.

Requirements for full and open competition, competition in solicitation and
awarding contracts, and limiting costs to only those that are reasonable and
necessary are critically important because they prevent bid-rigging and other unfair
contracting practices, overcharging, and fraud. HUD recognized the importance
of having such requirements and SIGTARP recommended that Treasury
should act now to put into place similar protections using HUD as a model or
adopting its own requirements to mitigate the significant vulnerabilities to unfair
competition, overcharging, and fraud. Treasury has not agreed to implement these
recommendations, deferring to state agencies, which, as SIGTARP found, do not
have these requirements, allowing for the same vulnerabilities.

Public policy interests support Treasury protecting this program to the same
extent as HUD's program by requiring full and open competition and other
competition standards, and limiting costs to only those that are necessary and
reasonable, for the remaining hundreds of millions of Federal dollars still available.
Federal requirements for competition keep programs fair, drive down costs,
motivate better contractor performance, help curb fraud, waste, favoritism, undue
influence, contract steering, bid-rigging, and other closed-door contract processes,
and promote innovation. HUD’s program has the requirements that SIGTARP
recommends to Treasury, while allowing for the same locally-tailored solutions and
flexibility that Treasury seeks, only with accountability and oversight not present in
HHF, and with less risk of fraud, waste, and abuse.
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THE PRESENT & CRITICAL NEED FOR FAIR ACCESS
TO HARDEST HIT FUNDS BY HOMEOWNERS IN PARTS
SECTION 3 OF THE COUNTRY STRUGGLING TO JOIN OUR NATION'S

RECOVERY BUT WHOSE STATE AGENCIES ARE LOW
PERFORMERS
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INTRODUCTION

Fair access to billions of unused Federal dollars by the very people a program
intended to serve, should not be an ideal, but instead, a minimum standard that
all Federal Government programs must meet to be effective. This is particularly
true in the case of TARP foreclosure prevention programs because Congress
initially rejected Treasury’s proposal for TARP to aid banks, and instead required
out of fairness that homeowners also have access to TARP dollars.! As an Office of
Inspector General, SIGTARP has a responsibility to identify for Treasury ways to
improve the effectiveness of TARP programs. This includes the Hardest Hit Fund,
a TARP program intended to provide unemployed, underemployed, and underwater
homeowners in 19 states with access to TARP funds by applying through state
agencies chosen by Treasury.>' SIGTARP has recently released reports showing that
access to HHF dollars is not always fair, as homeowners in certain states do not
have the same access to Hardest Hit funds as homeowners in other states because
of low performance by their state agency.?

SIGTARP has identified for Treasury (and publicly) those low performing state
agencies administering the Hardest Hit Fund under contract with Treasury, so
that Treasury can implement the “strict transparency and accountability” that the
White House promised would apply to these state agencies. The White House
promised in 2010, “effective oversight” and that HHF “program effectiveness
would be measured.” While the Administration’s goal was to give each state agency
flexibility in administering the Hardest Hit Fund locally, that flexibility was not
intended to result in a state limiting fair access to those funds by its homeowners
because of the agency’s low performance. Treasury described flexibility in HHF as
“creative, effective approaches to consider local conditions,” (emphasis added).” A
homeowner’s chance at receiving help from a Federal TARP program open in their
state should not depend on where they live, just as a bank’s chance at receiving
help from a Federal TARP program did not depend on where the bank had its
headquarters.

There is an urgent need for Treasury to bring accountability now to low
performing state agencies in the Hardest Hit Fund in order to ensure fair access
to HHF dollars by homeowners in those states, and that need is made even
more critical by the fact that the low performing agencies are in states where
homeowners still feel the impact of the unemployment, underemployment, and
negative equity that marked the financial crisis, even while HHF dollars allocated
for homeowners in their state sit unused.” Homeowners that fall into categories
this program intended to serve, who still struggle to join our nation’s recovery, are
entitled to the same access to Hardest Hit funds as homeowners in other states.

Based on a desire for fair access by struggling homeowners to unused HHF
funds, on March 25, 2016, 11 members of Congress asked for Presidential
intervention and hands-on leadership to redirect and save the Hardest Hit Fund.
These 11 Congressmen told the President by letter (attached to this report), “We
' Underwater mortgages are where the homeowner owes more than the current value of the home.

I Negative equity is another description for underwater homes as the home has less than zero in equity based on the mortgage being
higher than the value of the home.
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realize that for many, the housing crisis appears over, but many homeowners are
still desperately awaiting the long-promised foreclosure mitigation assistance. In
HHEF states, the crisis continues.” This group of Congressmen told the President,
“Keeping programs under local control is an attractive idea, but it is painfully clear
that this has not worked for the HHF program.” The group of Congressmen asked
the President for hands-on leadership to increase program participation, to get
unused Hardest Hit Fund dollars distributed, and “to ensure that homeowners in
every state receive fair access to [HHF] resources.”

These 11 members of Congress representing homeowners in Alabama,
California, Florida, Georgia, Michigan, Nevada, and Ohio see a present need for
the Hardest Hit Fund in their districts, and they are right to be concerned. Recent
data on foreclosures, delinquent mortgages, unemployment, underemployment,
and underwater homes in their states evidence that there is a present need for
the Hardest Hit Fund, despite low HHF performance by agencies in those states.
Treasury and the Congress recognized the continued need for homeowners to have
access to Hardest Hit funds by recently transferring $2 billion unused in TARP’s
HAMP program to the Hardest Hit Fund.® The 11 members of Congress told the
President that the $2 billion will be a boon to states that have been successful in
reaching homeowners through the program, but will do little for homeowners in
states that have struggled to use resources in the past.

Ensuring that the new $2 billion plus existing-unused-Hardest Hit Fund-
dollars is provided with fair access to homeowners in all participating states
requires immediate action by Treasury to fix local agency ineffectiveness that limit
fair access to HHF by homeowners in their states. Treasury contracts with the
state agencies giving homeowners no choice. Treasury rejected prior SIGTARP
recommendations designed to fix these problems through holding state agencies
accountable citing to a desire to maintain state agency flexibility. As a result, over
the last two years, there has been essentially no improvement in the low nationwide
43% of applying homeowners who were admitted to the program to receive Hardest
Hit Fund assistance, as these low performing state agencies drive down nationwide
averages.” Several state agencies have been allowed to perform well below this
already-low national homeowner admission rate year after year, restricting their
homeowners’ fair access to HHF funds.

Currently, an unemployed, underemployed, or underwater homeowner’s fair
access to HHF funds depends entirely on the effectiveness of the state agency that
homeowners must go through to gain that access, when instead Treasury should
fulfill the effective accountability and oversight promised to protect homeowners’
fair access to these funds. Low percentages of homeowners receiving assistance
of those who apply, lengthy delays in state agency’s processing of homeowner
applications, and high numbers of withdrawn homeowner applications result in
Hardest Hit funds sitting unused, despite the present need for these funds in
certain states, removing the same chance that homeowners in those state have to
access those funds as homeowners in other participating states.

i This percentage is calculated through basic arithmetic of the number of homeowners who received HHF assistance divided by the
number who applied.
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Given that HHF remains an emergency program, Treasury should take
action now to hold low performing state agencies accountable for providing fair
access to homeowners while there is a present need, and not rely on incremental
improvements to come in future years when it may be too late for some. Without
the strict Treasury oversight promised by the White House to ensure that local
work is not only creative, but effective, homeowners in many states (including most
of the states represented by the 11 Congressmen) have less of a chance of receiving
Hardest Hit Fund assistance than homeowners in other states, and this program
will not do all that it can to live up to its name to help unemployed, underemployed
and underwater homeowners in these hardest hit states.

THE LAST TWO YEARS HAVE SHOWN ESSENTIALLY
NO PROGRESS IN INCREASING THE LOW
NATIONWIDE RATE OF APPLYING HOMEOWNERS
WHO RECEIVE HARDEST HIT FUND ASSISTANCE
BECAUSE OF LOW PERFORMING STATE AGENCIES
THAT DRIVE DOWN THE NATIONWIDE RATE

In the letter to the President, the 11 members of Congress discussed SIGTARP’s
finding that fewer than half of those that apply for HHF obtain assistance, a
situation that has not improved during the last two years:

As of March 31, 2016, only 42.6% (256,361 of 601,838) of homeowners
who applied for the Hardest Hit Fund received any assistance—a low
homeowner admission rate.

Unfortunately for homeowners seeking Hardest hit Fund assistance, there
has been almost no progress in improving low homeowner admission rates to the
program:®

As of March 31, 2015, only 42.4% (226,511 of 534,406) of homeowners
who applied for HHF assistance received that assistance.

As of March 31, 2014, only 42.4% (178,797 of 421,366) of homeowners
who applied for the HHF assistance received that assistance.
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State agencies that continue to have low performance year after year have
driven down the nationwide rate, and are holding that rate down. During those
two years while Treasury did not take action to hold low performing state agencies
accountable, the percentage of applying homeowners who received help remained
stagnate, and billions of Hardest Hit Fund dollars sat unused at Treasury.

The Chances of a Homeowner Receiving Hardest Hit Fund
Assistance In Low Performing States (Represented by Most of the 11
Congressmen Who Sought Presidential Intervention) Are Not the Same
Compared to the Chance of Homeowners In Other States
Homeowners in all but two of the states represented by these 11 members of
Congress are less likely to get Hardest Hit Fund assistance than the national
average. For example, only one in five Florida homeowners, one in four Alabama
homeowners, and less than one in three Georgia homeowners who sought HHF
assistance actually received it, while less than 37% of the homeowners in Nevada,
and 41% of homeowners in California, who applied for HHF assistance received
it.> See Figure 3.1.

Every quarter, Treasury publishes a Hardest Hit Quarterly Performance
Summary which reports on the growth in numbers of homeowners assisted.

FIGURE 3.1
HHF HOMEOWNER ADMISSION RATE
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Source: Treasury, “HFA Aggregate Quarterly Report Q1 2016,” no date, www.treasury.gov/initiatives/financial-stability/reports/Documents/HFA%20Aggregate%20Q12016
%20Report.pdf, accessed 7/7/2016.



QUARTERLY REPORT TO CONGRESS | JULY 27, 2016

By focusing performance results on incremental increases in the number of
homeowners admitted into the program each quarter, Treasury and state housing
finance agencies are missing an opportunity to focus on other metrics that not only
require transparency, but that must change in order for the Hardest Hit Fund to be
at its most effective and provide fair access to homeowners.

Given the additional $2 billion investment the Congress has made in the
Hardest Hit Fund, Treasury should hold low performing state agencies accountable
to, at a minimum, increase the percentage of applying homeowners who are
admitted into the program to the nationwide homeowner admission rate of 43%.
This would serve to increase the nationwide percentage of homeowners admitted to
the program.

Recommendations to Improve the Percentages of Applying
Homeowners Who Receive Hardest Hit Fund Assistance Were
Unimplemented by Treasury, Which Eliminated An Opportunity to
Improve Fair Access to HHF Funds

SIGTARP’s recent reports and recommendations to Treasury were made with the
goal of improving program performance so that the intended recipients of these
dollars — unemployed/underemployed and underwater homeowners — have fair
access to that assistance. In October 2015, in an audit that focused on factors
impacting the effectiveness of the Hardest Hit Fund in Florida, SIGTARP issued
formal recommendations to Treasury designed to increase the admission rates for
homeowners into the Hardest Hit Fund Florida:'"

To improve the effectiveness of the Hardest Hit Fund Florida on an urgent basis,
and to ensure that Florida homeowners have the same chance of Hardest Hit
Fund assistance as homeowners in other states, Treasury should improve the
homeowner admission rate in HHF Florida to a targeted level that would bring

it closer to the average homeowner admission rate of the other HHF states.
Treasury should set numeric targets that HHF Florida must meet each quarter
to reach the targeted homeowner admission rate and include those targets in
an action memorandum to Florida's housing finance agency.

While this recommendation related to the Hardest Hit Fund Florida, Treasury
should apply it to all in states lagging behind the already low national average,
including Alabama, Arizona, California, Georgia, and Nevada.

Facilitating fair access to unused Hardest Hit Funds necessarily requires
that low performing state agencies decrease high numbers of homeowners denied
or whose applications were withdrawn. Disproportionately high percentages of
homeowners whose applications to the Hardest Hit Fund are denied, such as the
Hardest Hit Fund Georgia which denied almost 40% of all applying homeowners,
prevents fair access to Hardest Hit funds for Georgian homeowners. In October

2015, SIGTARP recommended:!"!
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Treasury should require all participating state housing finance agencies

to report on an overall state HHF level as well as individual HHF program

level: the reasons why homeowners were denied assistance along with the
corresponding number of homeowners denied for that reason. Treasury
should require this reporting on a quarterly and cumulative basis and post that
information on its website for transparency and accountability.'?

Low rates of homeowners receiving Hardest Hit Fund dollars, and high
percentages of homeowners denied for the program are evidence that low
performing state agencies are obstacles to homeowners’ fair access to assistance.
In October 2015, SIGTARP recommended how Treasury should improve the low
homeowner admission rates in the Hardest Hit Fund as follows:'

To improve the effectiveness of the Hardest Hit Fund in all states on an urgent
basis, Treasury should form a HHF performance committee to meet each
quarter to assess performance by each state housing finance agency in
comparison to other state HHF programs, identify obstacles and risks, and
develop strategies to mitigate those obstacles and risks. Treasury should
memorialize the work of that committee through meeting minutes, and report
on those obstacles and risks, as well as mitigation strategies to the Treasury
Deputy Secretary twice a year.

Identifying low performing state agencies is the first step to ensuring
homeowners have fair access to HHF. Treasury has watched program performance
over the last 6 years in 19 states and should be able to not only understand the
reasons why SIGTARP identified certain state agencies as low performing, but
should dig deeper in determining the root cause for low performance. Root causes
to state agency low performance can include program eligibility requirements in
one state that may be far too strict to address the typical unemployed or underwater
homeowner in that state (requirements that may need to be expanded), and
required documentation that many homeowners have difficulty producing (which
may be unnecessary), as well as other root causes that Treasury has seen in other
state agencies that have turned around low performance.

Treasury could have used these recommendations as a catalyst for change for
low performing state agencies, but did not, and as a result, the low homeowner
admission rates to the program nationwide have remained entirely stagnant, and
the root causes to homeowners receiving fair access to this assistance have been
overlooked. Without the accountability and Treasury oversight that SIGTARP
recommends, homeowners in many states (including most of the states represented
by the 11 members of Congress) have less of a chance of receiving Hardest Hit
Fund assistance than homeowners in other states.



QUARTERLY REPORT TO CONGRESS | JULY 27, 2016

LENGTHY DELAYS IN PROCESSING HOMEOWNER
APPLICATIONS TO THE HARDEST HIT FUND
CONTINUE TO STAND AS A FORMIDABLE
OBSTACLE TO FAIR ACCESS TO THESE FUNDS
AND CAN LEAD TO WITHDRAWN HOMEOWNER
APPLICATIONS

In the letter to the President, the 11 members of Congress discussed SIGTARP’s
finding that those who are fortunate enough to obtain HHF assistance often

face lengthy wait times before they actually receive that assistance, delays that
other homeowners may not be able to withstand, which cuts against fair access.
As SIGTARP reported in October 2015, unemployed homeowners in 15 of the

19 participating HHF states had to wait longer than a median of 3 months to

get unemployment assistance from HHF. For some, the delay was much worse.
SIGTARP reported that for 15 of the 77 active HHF programs, homeowners had
to wait a median of more than 6 months to get help. In more than half of all HHF
programs, homeowners had to wait a median of 4 months or longer to receive help.
Homeowners applying for help from 45 of the 77 HHF programs had to wait a
median of at least 3 months to access HHF dollars.'*

Homeowners In Each of the States the 11 Congressmen Represent Have Faced
Lengthy Delays in Obtaining HHF Dollars

¢ Lengthy delays in HHF Ohio: SIGTARP reported in October 2015, that
homeowners in Ohio have suffered some of the longest delays in gaining
access to HHF assistance. Unemployed homeowners in Ohio waited more
than a median of 6 months to gain access to HHF unemployment assistance.
According to Treasury’s data, homeowners in Ohio who sought transition
assistance when they give up their homes waited a full year to gain access
to HHF funds. Ohio homeowners who applied for HHF help with past-due
mortgage payments waited almost 9 months to gain access to HHF funds.
Homeowners in Ohio who applied for HHF mortgage modification assistance
had to wait more than 7-8 months to gain access to HHF funds.”

¢ Lengthy delays in HHF Florida: SIGTARP also reported in October 2015 that
Florida homeowners had to wait a median of more than 7 months to gain access
to HHF funds to help make past-due payments on their mortgage. SIGTARP
also raised concerns that senior citizens in Florida with reverse mortgages had
to wait more than 6 months to gain access to HHF funds. SIGTARP raised
in its October report that unemployed Florida homeowners who sought HHF
unemployment assistance had to wait a median of more than 5 % months

V Ohio’s HHF programs for homeowners have been closed to new applicants since 2014, due to fully committing funds previously
allocated to those programs.
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to gain access to HHF. It took more than 5 months to gain access to HHF
principal reduction assistance in Florida.

¢ Lengthy delays in HHF Georgia: SIGTARP reported in October 2015 that it
took a median of more than 5 months for unemployed Georgia homeowners to
gain access to HHF funds, and a median of more than 6 months to access HHF
mortgage reinstatement assistance. Georgia homeowners faced nearly 5 months
to gain access to HHF mortgage modification assistance. It took the 18 Georgia
homeowners helped in HHF Georgia’s mortgage modification program since it
began in 2013 a median of nearly 5 months to gain access to HHF funds. HHF
Georgia reported to Treasury that the 5 homeowners who got HHF help from
that program in the quarter ended March 31, 2015 had waited a median of
more than one year to gain access to that HHF assistance.

¢ Lengthy delays in HHF Nevada: As SIGTARP previously reported, despite
having some of the highest levels of unemployment and underemployment in
the nation, it took a median of more than 4 months for a Nevada unemployed/
underemployed homeowner to gain access to HHF funds to assist with their
mortgage payment or to reduce principal.

¢ Lengthy delays in HHF Michigan: As SIGTARP previously reported, it took
more than a median of 6 months for a Michigan homeowner to gain access
to HHF mortgage modification assistance, nearly 5 months for a Michigan
homeowner to gain access to HHF loan rescue assistance and more than a
median of three months for an unemployed Michigan homeowner to gain
access to HHF assistance with their mortgage.

¢ Lengthy delays in HHF California: As SIGTARP previously reported,
it took more than a median of 3 months for California homeowners with
reverse mortgages (a problem for many senior citizens) to gain access to HHF
assistance.

¢ Lengthy delays in HHF Alabama: As SIGTARP previously reported, it took
more than a median of 3 ¥ months for an Alabama homeowner to receive HHF
mortgage modification assistance.'

Despite SIGTARP raising concerns over these delays in October 2015,
that serve to limit fair access to HHF funds depending on the state where the
homeowner resides, the situation has already worsened for some homeowners. In
the most recent quarter it typically took about 181 days for Florida’s unemployed
homeowners to get help though the HHF Unemployment Mortgage Assistance
Program, and 360 days for the Florida’s seniors to obtain HHF assistance through
the Elderly Mortgage Assistance Program. Homeowners in Georgia seeking help
with past due balances typically had to wait about 200 days to get help though
the HHF Mortgage Reinstatement Program, while South Carolina homeowners
seeking similar assistance through the HHF Direct Loan Assistance Program
typically had to wait 176 days. Each of these program’s delays have gotten worse
since SIGTARP previously reported on these delays in its October 2015 Quarterly
Report.'¢
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There Are More Than 160,000 Homeowners Whose
Applications to the Hardest Hit Fund Have Been Withdrawn
When an unemployed or underemployed homeowner is struggling to keep

their home, lengthy and frustrating delays in getting the state agency to decide
on their HHF application could serve to limit fair access because unemployed
and underemployed homeowners may have no choice but to withdraw their
applications and seek help elsewhere or because the person loses their home.
Excessively complex application processes, overly burdensome document
requirements and ineffective communication by a state agency with a homeowner
can also lead to the state agency withdrawing a homeowner’s application because
the application is deemed incomplete.

Withdrawn homeowner applications are a major obstacle for the Hardest Hit
Fund, with more than 160,000 homeowners with withdrawn applications. Certain
state agencies have higher percentages of withdrawn applications, which can be
evidence of limiting fair access among participating HHF states.'”

As with the other measures of HHF success, the 11 members of Congress
who authored the letter are rightfully concerned, as most of the seven states these
members represent are ranked with low performance compared to a nationwide

average of 28% of withdrawn homeowner applications.'®
FIGURE 3.2
WITHDRAWN HOMEOWNER APPLICATION RATE BY HHF STATE
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Source: Treasury, “HFA Aggregate Quarterly Report Q1 2016,” no date www.treasury.gov/initiatives/financial-stability/reports/Documents/HFA%20Aggregate%20Q12016%20
Report.pdf, accessed 7/7/2016.

V Treasury does not require state agencies implementing HHF to report on how many homeowners voluntarily withdrew their HHF
application versus those that had their application involuntarily withdrawn by the state agency that determines that a homeowner's
application is incomplete. Such reporting could provide greater insight on limiting fair access to HHF among states.
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On this metric, fair access to HHF funds appears to be the most restricted in
Alabama where 64% of all homeowners that applied for HHF have withdrawn
applications. That is the lowest performance of any state agency in terms of
withdrawn applications, and evidences a root cause that Treasury should dig deeper
into. Fair access to HHF also appears to be restricted in Florida and Nevada where
42% and 40% of all homeowners (respectively) who applied for HHF had their
applications withdrawn."

SIGTARP has issued several recommendations to Treasury to curb high
numbers of withdrawn homeowner applications and provide fair access,
including:?

Treasury should require that state housing finance agencies report separately
the number of homeowners who withdrew their HHF application from the
number of homeowners whose HHF application was withdrawn by the state
housing finance agency. Treasury should require that reporting on a quarterly
and cumulative basis and post that reporting on its website for transparency
and accountability.

SIGTARP also made several recommendations in an audit report focused on
HHF Florida that Treasury work with HHF Florida to reduce lengthy wait times for
specific HHF programs. More generally, SIGTARP recommended that:*!

To improve the effectiveness of the Hardest Hit Fund Florida on an urgent basis,
Treasury should reduce the rate of homeowner applications withdrawn by the
state housing finance agency to a targeted level. Treasury should provide that
target in an action memorandum to Florida’s housing finance agency and each
quarter measure progress against that target.

Treasury has not implemented these recommendations. As a result, high
percentages of withdrawn homeowner applications continue to be a large concern
with state agencies administering HHEF, particularly in Alabama, Florida and
Georgia, which appears to restrict fair access to HHF.
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ELEVEN MEMBERS OF CONGRESS SEE A
PRESENT NEED FOR THE HARDEST HIT FUND
FOR HOMEOWNERS IN THEIR DISTRICTS, AND
PUBLIC DATA SUPPORTS THAT PRESENT NEED,
WHILE STATE AGENCIES CONTINUE TO HAVE LOW
PERFORMANCE IN HHF

As a group, the 19 HHF states continue to be hard hit." The 11 Congressmen
wrote to the President, “One million homeowners are currently at risk of
foreclosure, and over three million homeowners hold a mortgage that exceeds the
value of their home.” According to CoreLogic, those states participating in HHF
account for about two-thirds of foreclosure sales over the past 12 months and more
than two-thirds of underwater mortgages.?

Several HHF states still lag the country in recovery from the financial crisis,
including states represented by the 11 Congressmen. As of March 31, 2016, six
years into the program, Alabama had only used 29% of its available HHF funds,
while Florida (58%), Georgia (46%), and Nevada (53%) have also used roughly
half of their available funds to help struggling homeowners.?* Unused and sitting
at Treasury, these dollars are not helping unemployed, underemployed and
underwater homeowners avoid foreclosure. While these Federal dollars sit unused:

Critical Need for Fair Access to HHF by Florida Homeowners

There is a present and critical need for homeowners in Florida to have fair access
to HHF funds. In Florida, 68,605 homeowners lost their home to foreclosure over
the past year, another 122,987 are at least 90 days behind on their mortgage and
risk losing their home to foreclosure, and 595,369 are in “underwater mortgages”.
Despite this great need, fair access to HHF over the past year appears to be
restricted with only another 3,188 homeowners in Florida gaining access to HHF
funds.**

Critical Need for Fair Access to HHF by Michigan Homeowners

There is a present and critical need for homeowners in Michigan to have fair
access to HHF funds. In Michigan 43,444 homeowners lost their home to
foreclosure over the past year, another 25,558 are at least 90 days behind on their
mortgage and risk losing their home to foreclosure, and 153,812 are in “underwater
mortgages”. Despite this great need, fair access to HHF over the past year appears
to be restricted with only another 5,109 homeowners in Michigan gaining access to
HHF funds.”

Vi The 19 participating states include Alabama, Arizona, California, District of Columbia, Florida, Georgia, lllinois, Indiana, Kentucky,
Michigan, Mississippi, Nevada, New Jersey, North Carolina, Ohio, Oregon, Rhode Island, South Carolina, and Tennessee.
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Critical Need for Fair Access to HHF by Ohio Homeowners

There is a present and critical need for homeowners in Ohio to have fair access
to HHF funds. In Ohio 23,692 homeowners lost their home to foreclosure over
the past year, another 47,376 are at least 90 days behind on their mortgage and
risk losing their home to foreclosure, and 267,305 are in “underwater mortgages”.
Despite this great need, fair access to HHF over the past year appears to be

restricted with only another 48 homeowners in Ohio gaining access to HHF
funds.?

Critical Need for Fair Access to HHF by California Homeowners

There is a present and critical need for homeowners in California to have fair
access to HHF funds. In California 22,853 homeowners lost their home to
foreclosure over the past year, another 76,470 are at least 90 days behind on their
mortgage and risk losing their home to foreclosure, and 398,482 are in “underwater
mortgages”. Despite this great need, fair access to HHF over the past year appears
to be restricted with only another 9,984 homeowners in California gaining access
to HHF funds.”’

Critical Need for Fair Access to HHF by Georgia Homeowners

There is a present and critical need for homeowners in Georgia to have fair access
to HHF funds. In Georgia 22,551 homeowners lost their home to foreclosure over
the past year, another 40,518 are at least 90 days behind on their mortgage and
risk losing their home to foreclosure, and 152,488 are in “underwater mortgages”.
Despite this great need, fair access to HHF over the past year appears to be

restricted with only another 1,569 homeowners in Georgia gaining access to HHF
funds.?®

Critical Need for Fair Access to HHF by Alabama Homeowners

There is a present and critical need for homeowners in Alabama to have fair access
to HHF funds. In Alabama 8,380 homeowners lost their home to foreclosure over
the past year, another 17,902 are at least 90 days behind on their mortgage and
risk losing their home to foreclosure, and 30,931 are in “underwater mortgages”.
Despite this great need, fair access to HHF over the past year appears to be

restricted with only another 650 homeowners in Alabama gaining access to HHF
funds.

Critical Need for Fair Access to HHF by Nevada Homeowners

There is a present and critical need for homeowners in Nevada to have fair access
to HHF funds. In Nevada 6,289 homeowners lost their home to foreclosure over
the past year, another 15,984 are at least 90 days behind on their mortgage and
risk losing their home to foreclosure, and 95,224 are in “underwater mortgages”.
Despite this great need, fair access to HHF over the past year appears to be

restricted with only another 100 homeowners in Nevada gaining access to HHF
funds.*
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The 11 Members of Congress Who Wrote to the President
Were Right to Voice Their Concern

Many of the homeowners in their districts are still not seeing the help promised by
HHF and do not have the same chance of receiving HHF funds as homeowners

in other HHF states. Fair access to HHF funds is restricted when state agencies
continue to have low performance in HHF despite the fact that homeowners in
that state continue to suffer from problems that marked the crisis.

Homeowners in Certain HHF States with Low Performing State Agencies
Continue to Suffer High Unemployment

HHEF is primarily an unemployment assistance program. While some of the

nation has seen growth in jobs, higher unemployment continues in some states.
Unemployment plays a significant role in a homeowner’s ability to make their
monthly mortgage payment and keep their home. Unemployment is a common
hardship cited by struggling homeowners when applying for mortgage assistance.
While most HHF states still struggle with higher unemployment than the rest of the
country, it is much worse in certain counties in these states. For example, as shown
in figures 3.3 and 3.4 below, Dallas County, Alabama, and Lake County, California,
both continue to struggle with high unemployment and its consequences.

FIGURE 3.3
DALLAS COUNTY, AL (PART OF THE 7TH CONGRESSIONAL DISTRICT)

In Dallas County, which comprises part of the 7th Congressional District of
Alabama:

¢ The unemployment rate of 9% is almost twice the national average of 5.0%.

¢ 1,404 people are unemployed, but only 2 people were approved for HHF
assistance over the past year.

HHF Alabama'’s application withdrawal rate (64%) is the highest of any state.

Source: SIGTARP analysis of CoreLogic data; Treasury, “Housing Finance Agency Aggregate Report - Q1 2016”, www.treasury.gov/initiatives/financial-stability/reports/
Documents/HFA%20Aggregate%20Q12016%20Report.pdf, accessed 7/7/2016.
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FIGURE 3.4
LAKE COUNTY, CA (PART OF WHICH IS WITHIN THE 5TH CONGRESSIONAL DISTRICT)

In Lake County, part of which is within the 5th Congressional District of
California:

¢ The unemployment rate of 7.3% is significantly higher than the national
average of 5.0%.

¢ 2,117 people in the county are unemployed, but only 10 people received HHF
assistance over the past year.

¢ 2,895 homeowners in the county lost their home to foreclosure since the
start of HHF, during that time only 101 homeowners were approved for HHF
assistance.

Roughly three out of every five homeowners that applied for HHF in California did
not receive assistance.

Source: SIGTARP analysis of CoreLogic data; Treasury, “Housing Finance Agency Aggregate Report - Q1 2016", www.treasury.gov/initiatives/financial-stability/reports/
Documents/HFA%20Aggregate%20Q12016%20Report.pdf, accessed 7/7/2016.

Given the fact that the Hardest Hit Fund is a program largely targeting unemployed
homeowners, where Treasury selected states to participate based on higher than
average unemployment, effective HHF unemployment assistant programs that also
provide unemployed homeowners in every participating state the same chance of
HHEF funds are critical to helping homeowners in high-unemployment areas avoid
foreclosure. Currently 16 of the 25 states with the worst unemployment rates are HHF
states, including 5 of the worst 10: DC (6.5%), IL (6.5%), MS (6.3%), AL (6.2%), and
NV (5.8%). Unemployment is much worse in some parts of these states.?!

Homeowners in Certain HHF States with Low Performing State Agencies
Continue to Suffer High Underemployment

Underemployment is another common hardship cited by homeowners seeking
HHEF assistance.® It can be extremely hard for a homeowner whose income has
been curtailed through underemployment to keep current on their mortgage. This
problem becomes even greater when combined with an underwater home.
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FIGURE 3.5
CLARK COUNTY, NV (PART OF WHICH IS WITHIN THE 1ST CONGRESSIONAL DISTRICT)
In Clark County, part of which is in the 1st Congressional District of Nevada:

e 79,787 homeowners owe more than their home is worth.

¢ 12,846 homeowners have mortgages that are more than 90 days past due,
and 4,881 homeowners are in the process of losing their home to foreclosure.

¢ 4,823 homeowners have lost their homes to foreclosure in the last year,
compared to just 79 homeowners that were approved for HHF assistance
during that period.

* 62,539 people are unemployed.

HHF Nevada's admission rate (37%) is among the worst in the country. Despite
the state’s unemployment rate (5.8%) being one of the highest in the nation, only
9 homeowners in the entire state were awarded HHF unemployment assistance
last quarter.

Source: SIGTARP analysis of CoreLogic data; Treasury, “Housing Finance Agency Aggregate Report - Q1 2016”, www.treasury.gov/initiatives/financial-stability/reports/
Documents/HFA%20Aggregate%20Q12016%20Report.pdf, accessed 7/7/2016; Treasury, Hardest Hit Fund State-By-State Information website, most recent HHF Quarterly
Performance Reports, 3/31/2016, www.treasury.gov/initiatives/financial-stability/ TARP-Programs/housing/Pages/Program-Documents.aspx, accessed 7/7/2016.

Nevada has one of the highest rates of underemployment in the nation and high
numbers of underwater homes, but the state agency in HHF has been a very low
performer year after year, with performance that worsened in the last year.

Homeowners in Certain HHF States with Low Performing State Agencies
Continue to Suffer High Numbers of Underwater Homes

While some states are seeing an increase in home values, many homeowners in
HHEF states are still struggling owning homes that are worth less than the amount
they owe on them. Some counties in HHF states are seeing less of an increase in
property values and homeowners continue to struggle with owing more than their
home is worth. For example, as shown in figures 3.5 and 3.6, Clark County, Nevada
and Lorain County, Ohio, are two areas where homeowners continue to struggle
with owing more than their home is worth.
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FIGURE 3.6

LORAIN COUNTY, OH (PART OF WHICH IS WITHIN THE 9TH CONGRESSIONAL DISTRICT)

In Lorain County, part of which is within the 9th Congressional District of Ohio:
¢ 10,683 homeowners in the county owe more than their homes are worth.

¢ 1,492 homeowners have mortgages that are 90 days or more delinquent,
while 611 are currently in the process of losing their home to foreclosure.

* 484 homeowners lost their home to foreclosure over the past year, while only
2 homeowners were approved for HHF assistance during that time.

e Although many Ohio homeowners are in need of assistance, HHF Ohio has
approved very few homeowners for assistance over the past year.

Source: SIGTARP analysis of CoreLogic data; Treasury, “Housing Finance Agency Aggregate Report - Q1 2016”, www.treasury.gov/initiatives/financial-stability/reports/
Documents/HFA%20Aggregate%20Q12016%20Report.pdf, accessed 7/7/2016.

FIGURE 3.7

WAYNE COUNTY, MI (PARTS OF WHICH ARE WITHIN THE 13TH AND 14TH CONGRESSIONAL DISTRICTS)

In Wayne County, parts of which are within the 13th and 14th Congressional
7 District of Michigan:

¢ The unemployment rate of 6.4% is higher than the national average of 5.0%,
and 49,345 people are unemployed.

¢ 40,082 homeowners in the county owe more than their homes are worth.
¢ 159,327 homeowners lost their homes to foreclosure since the start of HHF.

¢ 29,514 homeowners lost their homes to foreclosure over the past year, while
just 1,781 were approved for HHF assistance during that period.

¢ The number of homeowners HHF Michigan approved for assistance over the
past year is a very small fraction of those struggling with unemployment, past
due mortgage balances, and negative equity.

Source: SIGTARP analysis of CoreLogic data; Treasury, “Housing Finance Agency Aggregate Report - Q1 2016", www.treasury.gov/initiatives/financial-stability/reports/
Documents/HFA%20Aggregate%20Q12016%20Report.pdf, accessed 7/7/2016.

Owing more than a home is worth makes it difficult for some homeowners to
sell their homes or refinance into a more favorable mortgage when a homeowner
is struggling with their current mortgage. Eventually a homeowner may walk
away from the home. HHF programs that help mitigate some of the problems
faced by homeowners who owe more than their home is worth are imperative to
helping homeowners in some of the hardest hit states recover, but only if those
homeowners have the same chance at receiving HHF funds as homeowners in
other states.
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Homeowners in Certain HHF States with Low Performing State Agencies
Continue to Suffer Higher Rates of Foreclosure

Although unemployment rates and home values have improved significantly from
crisis levels, homeowners in some areas continue to struggle to make their monthly
mortgage payments. As a result many still end up in foreclosure. According to
CoreLogic, approximately 1.1% of all mortgages are in foreclosure in the United
States. In Florida, which has a low performing state agency in HHF, that rate is
almost double. As discussed in Figures 3.8 to 3.11, areas such as Orange and
Alachua Counties in Florida and DeKalb and Fulton Counties in Georgia remain
overburdened with excessive foreclosures, but have low performance by their state
agency.

FIGURE 3.8
ORANGE COUNTY, FL (PARTS OF WHICH ARE WITHIN THE 5TH AND 9TH CONGRESSIONAL DISTRICTS)

In Orange County, parts of which are within the 5th and 9th Congressional
Districts of Florida:

® 7,662 homeowners have mortgages that are 90 days or more delinquent.
¢ 42,400 homeowners in the county owe more than their homes are worth.

¢ 3,992 homeowners have lost their home to foreclosure during the past year,
but during that time only 229 were approved for HHF assistance.

HHF Florida's admission rate (21%) is the lowest in the nation.

Source: SIGTARP analysis of CoreLogic data; Treasury, “Housing Finance Agency Aggregate Report - Q1 2016”, www.treasury.gov/initiatives/financial-stability/reports/
Documents/HFA%20Aggregate%20Q12016%20Report.pdf, accessed 7/7/2016.

FIGURE 3.9
ALACHUA COUNTY, FL (PART OF THE 5TH CONGRESSIONAL DISTRICT)

In Alachua County, which comprises part of the 5th Congressional District of
Florida:

* 973 homeowners have mortgages that are 90 days or more delinquent, while
455 are currently in the process of losing their home to foreclosure.

® 3,517 homeowners in the county owe more than their homes are worth.

* 557 homeowners lost their home to foreclosure over the past year, compared
to just 23 who were approved for HHF assistance during that period.

HHF Florida’s admission rate (21%) is the lowest in the nation.

Source: SIGTARP analysis of CoreLogic data; Treasury, “Housing Finance Agency Aggregate Report - Q1 2016”, www.treasury.gov/initiatives/financial-stability/reports/
Documents/HFA%20Aggregate%20Q12016%20Report.pdf, accessed 7/7/2016.
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FIGURE 3.10

DEKALB COUNTY, GA (PARTS OF WHICH ARE WITHIN THE 4TH AND 5TH CONGRESSIONAL DISTRICTS)

In DeKalb County, parts of which are within the 4th and 5th District of Georgia:
¢ 4,302 homeowners are at least 90 days behind on their mortgage
¢ 19,254 homeowners owe more than their home is worth.

® 26,229 homeowners have lost their home to foreclosure since HHF began,
compared to 1,189 who were approved for HHF assistance during that time.

HHF Georgia's admission rate (30%) is among the lowest in the country.

Source: SIGTARP analysis of CoreLogic data; Treasury, “Housing Finance Agency Aggregate Report - Q1 2016”, www.treasury.gov/initiatives/financial-stability/reports/
Documents/HFA%20Aggregate%20Q12016%20Report.pdf, accessed 7/7/2016.

FIGURE 3.11

FULTON COUNTY, GA (PARTS OF WHICH ARE WITHIN THE 5TH AND 13TH CONGRESSIONAL DISTRICTS)

In Fulton County, parts of which are within the 5th and 13th Congressional
Disctricts of Georgia:

¢ 3,952 homeowners are at least 90 days behind on their mortgage.
e 27,422 homeowners owe more than their home is worth.

e 27,720 homeowners have lost their home to foreclosure since HHF began,
compared to 1,057 that were approved for HHF assistance during that time.

HHF Georgia’s admission rate (30%) is among the lowest in the country.

Source: SIGTARP analysis of CoreLogic data; Treasury, “Housing Finance Agency Aggregate Report - Q1 2016", www.treasury.gov/initiatives/financial-stability/reports/
Documents/HFA%20Aggregate%20Q12016%20Report.pdf, accessed 7/7/2016.

As shown above, there are homeowners in these HHF states that remain
particularly burdened with excessive foreclosures, which has a wide range of
social and economic consequences, such as the uprooting of families from their
communities, loss of ancestral homes, and declining neighboring home values.
However, despite these burdens, homeowners in these areas have a harder time
gaining access to HHF funds than homeowners in other states due to the low
performance of the state agency.
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A WAY FORWARD

If Treasury brings immediate accountability to low performing state agencies in
HHF, homeowners in those states can have fair access to HHF. The concerns
raised by these members of Congress of a lack of fair access to HHF funds should
serve as a wake-up call that the Hardest Hit Fund must be a program where every
homeowner has the same chance, regardless of where they live and how effective
the state agency is who Treasury’s chooses to enter into a contract.?

There are still many unemployed, underemployed, and underwater homeowners
across the country that are entitled to as much of a chance to HHF funds
as homeowners in states where HHF has been more effective. These are the
homeowners the Hardest Hit Fund intended to reach. In most of the communities
represented by the 11 members of Congress who wrote the President as well as
others, more can be done by Treasury to ensure fair access by homeowners to
unused Hardest Hit Fund dollars. However, that requires Treasury to bring the
accountability promised by the White House to low performing state agencies.
Homeowners are without the luxury of time for Treasury to wait to see if a state
agency can use its flexibility to improve low performance over upcoming years.
The sense of urgency for these funds felt by homeowners who have faced difficulty
in receiving this assistance has not been matched by the strict Treasury oversight
and accountability promised by the White House. These Congressmen told the
President, “The media may have forgotten about these homeowners, but we will
not...“ SIGTARP has not, and will not, forget these homeowners. We serve to voice
their need for an effective and fair TARP program. We again urge Treasury to work
with us to fulfill its responsibility to ensure that every homeowner has fair access to
Hardest Hit Funds. No homeowner should be disadvantaged by the ineffectiveness
of the state agency they must go through to gain access to Hardest Hit funds.
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Congress of the Mnited States
Washington, BE 20515

March 25, 2016

The President
The White House
Washington, D.C, 20500

Dear Mr. President:

: We write to respectfully reiterate our earlier request that you take executive action to
dr?q the Department of the Treasury to amend their Hardest Hit Fund (HHF) contracts with
recipient states to increase program participation and facilitate improved distibution of
TESOUICEes.

We realize that for many, the housing crisis appears over, but many homeowners are still
desperately awaiting the long-promised foreclosure mitigation assistance. In HHF states, the
crisis continues. One million homeowners are currently at risk of foreclosure, and over three
million homeowners hold a mortgage that exceeds the value of their home.

In October of 2015, the Office of the Special Inspector General for the Troubled Asset
Relief Program (SIGTARP) once again reviewed the progress and status of HHF programs and
the results were very troubling — although not surprising. SIGTARP found that fewer than half
of homeowners who applied for HHF assistance received help and that certain states had helped
far fewer than half of their applicants, They also reported long waiting periods to receive
assistance, and that more than half of homeowners were ultimately denied help or had their
applications withdrawn.

ds-0 ership is ed to redirect and save this and we full
that wou_issue an exccutive order direefing the Department of the Treasury to amend their
Hardest Hit Fund contracts with recipient states to implement SIGTARP recommendations, or

i e clogsed HHP SIHmimies asury holds

We believe that this action has precedent and falls within your existing authority. For
example, Executive Order 13588 was issued on October 31, 2011; it effectively directed the
Federal Drug Administration to require drug manufacturers to provide adequate advance noftice
of manufacturing discontinuances, and to expedite its efforts to mitigate existing or potential
drug shortages. Additionally, the Third Circuit U.S. Court of Appeals ruled in Contractors
Association of Fastern Pennsylvania v. Secretary of Labor that the President could exereise his
or her broad authority under Sections 201 and 205(a) of the Federal Property and Administrative
Serviees Act to impose requirements upon federally finded contractors, as well as federal
contractors.

Az you well remember, Congress initially rejected Treasury's TARP proposal, insisting

that TARP not just rescue the banks, but alse aid homeowners who, through no faull of their
own, were on the verge of losing their nest cge. The HHF initiative was created under the

PRARTID OW RLCYCLED PAPTR
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The President
March 25, 2016

Page 2

Emergency Economic Stabilization Act of 2008, and promised $7.6 billion to states which rank
high in unemployment and home value losses,

In 2010, eighteen states and the District of Columbia were awarded funds, but a
substantial amount of dollars remain unused. The money has either not been drawn down from
Treasury, or it is sitting idle in the accounts of State Housing Finance Agencies (HFAs). While
this may have helped the bond rating of the HFAs, it has not helped the homeowners for whom
these funds were intended. In the passing of the Consolidated Appropriations Act of 2016,
Congress gave the Treasury the option to extend the HFF program and transfer additional funds
to it from other soon-to-expire housing programs. This measure, attached to must-pass
legislation, highlights the inherently unfair administration of HHF. The change is likely
welcomed by the states that have performed well, but does nothing to help states that still
struggle to fulfill this program's mission. We hope that in the recently announced fifth round of
funding, consideration be given to plan addendums that stress relief for homeowners, and not just
ideas that can be instituted quickly.

Mr. President, we are now five years into a program that has consistently failed to meet
benchmarks agreed to by both Treasury and the corresponding state housing agencies.
Resources are unused and SIGTARP's negative audits and recommendations for HHF
improvement have been disregarded. Keeping programs under local control is an atiractive idea,
but it is painfully clear that this has not worked for the HHF program. While adding “blight
removal” to the list of approved uses has not improved HHF program performance, it has
highlighted necessity of prompt leadership and action. With substantial variation in program
performance and eligibility criteria between the states, it is now past time for intervention and
action to ensure that homeowners in every state receive fair access to these resources,

Since HHF began, over 2.5 million homeowners have lost their homes in the 19 HHF
states. We must do all we can to help and serve those who are faithfully hoping and waiting for
SIGTARP's clear and dire recommendations to spur immediate, and long-awaited action. The
media may have forgotten about these homeowners, but we will not, and we believe in our heart
of hearts that you share our sentiments.

As always, we greatly appreciate your leadership, service, and attention to this critical
issue, and we appreciate your consideration of our views on this important matter,

Sincerely,
L_w.hl

John Lewis John Con
ember of Congress Member of Congress
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The President
March 25, 2016
Page 3
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David Seott
Member of Congress

P Tty

Dina Titus
Member of Congress

}t@& M@u\
enry C. “gink" Johnson Jr.

Member of Congreas

Member of Congress

Jone owell
Terri Sewell
Member of Congress

Ce:' The Honorable Jacob J. Lew, Secretary of the Treasury
The Honorable Christy Goldsmith Romero, Special Inspector General for the Troubled Asset
Relief Program
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TARP continues until at least 2023, but it looks different now than it did at
the height of the crisis.** Treasury has ended the TARP investments it made in
2008 and 2009 in large and mid-size companies. At this point, TARP is less about
accounting for the great bulk of TARP dollars spent, and more about helping those
who still need TARP. From a dollar standpoint, 10 banks, AIG, General Motors,
GMAC and Chrysler accounted for 80% of all TARP dollars invested ($327.6
billion of $411.7 billion). Treasury has largely recovered those investments, with
some losses.! What continues are $38 billion in TARP programs for those who
did not recover as quickly, who still feel the effect of the financial crisis, and who
continue to need TARP — small banks and homeowners at risk of foreclosure.®®
One of TARP’s mandates, as outlined by Congress in the law that created TARP
(the Emergency Economic Stabilization Act of 2008), is for Treasury to exercise
TARP authority taking into consideration “the need to help families keep their
homes.”** SIGTARP oversight to ensure that these programs operate effectively and
efficiently is critical to our nation’s economic stability and continued recovery.

While much smaller than its original astronomical size, TARP remains a
significant size. A $38 billion Federal program is bigger than many Federal
programs. Putting the $38 billion in ongoing TARP programs in perspective ...

e That’s just under total contract amounts to operate the International Space
Station ($39 billion)3”

e That’s slightly less than the Highway Trust fund is estimated to take in annual
revenue ($39 billion)3®

e That’s more money than spent annually in the Pell Grant program ($28.3
billion)*

¢ That's almost 5 times the amount of money proposed to cleanup damage from
the Deepwater Horizon oil spill ($8 billion)*°

e That’s almost 9 times the annual amount to run NASA’s Exploration Program
including programs like the Mars Rover mission ($4.5 billion)*!

e That's more than 13 times the amount of annual money spent on the
Community Development Block Grant program which includes HUD’s blight
elimination program ($2.8 billion)*

e That’s almost 16 times the amount of annual funds to run our National Parks
System ($2.4 billion)*

Federal programs of this magnitude require significant Federal oversight.

I TARP has taken total losses or write-offs of $35.2 billion. The auto manufacturers General Motors and Chrysler exited TARP with an
$11.2 billion loss for taxpayers, and a $2.9 billion loss, respectively. Treasury broke-even on its TARP investment in the auto finance
company Chrysler Financial, but suffered a $2.47 billion loss on its TARP investment in GMAC now known as Ally Financial. TARP's
official records record the TARP investment in AIG at a loss of $13.485 billion, although according to Treasury, there is no Federal
loss when combined with the bailout of AlG by the Federal Reserve Bank of New York. Bank failures or bankruptcies of 32 banks/bank
holding companies including the large CIT Group (that had received $2.33 billion in TARP) caused losses of more than $5 billion.
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TABLE 4.1
CONTINUING $38.2 BILLION IN TARP PROGRAMS
TARP PROGRAM TIMETABLE SIZE OF TARP PROGRAM
MAKING HOME AFFORDABLE Sept. 1, 2023 $27.8 billion
HARDEST HIT FUND Dec. 31, 2020 $9.6 billion

e Unemployment assistance
and other homeowner
assistance programs in
19 states

¢ Demolition of blighted
vacant houses in 7 states

e First-time homebuyer
down payment assistance

in 6 states

FHA SHORT REFINANCE 2022 to pay losses Up to $125 million

CDCI Until bank/credit union $420 million
repayment or Treasury sale of
stock in 55 banks/credit unions

CPP Until bank repayment or $234 million
Treasury sale of stock in 13 (5224 million TARP investment
banks + Treasury sale of + $9.8 million warrants)

warrants in 10 banks

$38.2 billion

Sources: Treasury, Transactions Report, 7/5/2016; Treasury, Monthly TARP Update, 7/1/2016. Treasury, responses to SIGTARP
data calls, 7/5/2016 and 7/11/2016.

TARP Small Bank Programs

Smaller banks experienced difficulty repaying TARP. Beginning in 2012, Treasury
began auctioning off its TARP investments in 198 smaller banks, often at a loss,
primarily to institutional investors. The future of TARP’s investments of $654
million in 13 small banks that continue in CPP (+warrants in 10 banks) and 55
small banks/credit unions in TARP’s CDCI program remains to be seen.** There
is no deadline for these banks to repay TARP or for Treasury to sell the company
stock it received in exchange for the TARP investment.*

TARP Housing Programs

TARP housing programs are a different story. Not initially included in Treasury’s
first three-page TARP proposal to Congress that would have authorized Treasury to
spend funds taking into consideration “providing stability or preventing disruption
to the financial markets or banking system,” TARP housing programs focus on
preventing foreclosures.* Congress required that focus on homeowners when
authorizing TARP. The final law, the Emergency Economic Stabilization Act,
mandates a dual purpose of restoring stability and liquidity, and ensuring that
TARP protects the investments of individuals and families. Congress explicitly
stated in that law that the authority given to the Treasury Secretary must be used
in a manner that, among other things, “protects home values” and “preserves

homeownership.”’
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Unlike the rapid TARP investments made in companies, TARP housing
programs have struggled to get TARP funds out to homeowners. As a result:

(1) Both Treasury and Congress (in the Dodd-Frank Act) decreased the amount
of TARP funds available for housing programs;

(2) Treasury has over time extended the application period of these programs in
an effort to increase homeowner participation; and

(3) Treasury has shifted TARP programs and funds from solely providing
assistance to homeowners to also pay to demolish vacant/abandoned houses
and to help pay for first-time homebuyers’ down payments when buying
houses.*®

Because a homeowner continues in HAMP for six years, TARP will continue
until at least 2023. Only about half of the TARP funds available for TARP housing
programs ($21.4 billion of $37.5 billion) have been spent over the last seven years,
leaving $16.1 billion in TARP available to be spent.*’

Significant Federal oversight is particularly needed in upcoming years because
Treasury has designed TARP programs so that the day-to-day decision making is
disbursed among many others not in the Federal Government. These TARP decision-
makers have no experience in protecting Federal interesis or an express requirement
to do so.

The largest housing programs include the following:

e HAMP — With a homeowner application deadline of December 31, 2016,
and only 1.6 million homeowners receiving permanent modifications, TARP’s
signature foreclosure prevention program, HAMP, has fallen well short of the
3 to 4 million homeowners envisioned for it.** In HAMP, mortgage servicers
modify mortgages in default or at risk of default into affordable and sustainable
payments. The biggest concern SIGTARP as raised is the fact that more than
500,000 homeowners have already fallen out of the program. Additionally,
over 4 million homeowners who applied were denied a HAMP mortgage
modification.”’ Non-bank mortgage servicers who have less regulation than
bank servicers now administer more than half (59%) of all loans modified under
HAMP.>? Given the past track record of the largest non-bank mortgage servicers
the risk to homeowners is elevated, as is the need for strong oversight.
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TABLE 4.2
CUMULATIVE HAMP MODIFICATION ACTIVITY, AS OF 6/30/2016
Permanent

Modifications Permanents Permanents Permanents
Started Redefaulted Paid Off2 Active
HAMP Tier 1 - TARP 787,402 284,094 35,099 468,209
HAMP Tier 1 - GSE 653,893 219,248 68,340 366,305
HAMP Tier 1 1,441,295 503,342 103,439 834,514
HAMP Tier 2 172,630 35,503 2,560 134,567
Total 1,613,925 538,845 105,999 969,081

2 Includes 6,216 permanent HAMP modifications classified as withdrawn.

Source: HAMP 1MP: Program Volumes — Program Type and Payor by Tier - June 2016, accessed 7/20/2016.

The need for significant Federal oversight by Treasury and SIGTARP over
HAMP does not end in December 2017. The history of HAMP has shown
that the six years a homeowner is in HAMP do not proceed on an automated
basis. During this time, mortgage servicers make day-to-day decisions that
impact homeowners and the HAMP program. HAMP has a notable history
for mistreatment of homeowners by servicers. Some of the largest mortgage
servicers in HAMP have been investigated by SIGTARP, and have been
the subject of an enforcement action by DOJ, CFPB, and/or state Attorney
Generals. SIGTARP has already reported on violations of HAMP rules by
servicers in transferring mortgages to another servicer without transferring
a HAMP application or modification. SIGTARP has reported on mortgage
servicers who wrongfully terminated homeowners out of HAMP because
of misapplied payments, holding payments in suspension, or improperly
determining that a homeowner had missed three payments. Treasury has
repeatedly found instances of each of the largest servicers in HAMP not
complying with HAMP rules, while Treasury has continued to pay the servicer
TARP dollars. Past violations of the law or HAMP’s rules by mortgage servicers
who mistreat homeowners highlight the crucial need for Treasury and SIGTARP
oversight throughout the lifetime of the program.”* Without Federal oversight,
homeowners and the program itself would be unprotected.

¢ Hardest Hit Fund — TARP’s second largest housing program, the $9.6 billion
Hardest Hit Fund, has also struggled to get assistance to homeowners. This
is not a grant program. Instead, these are programs that Treasury approves
to provide direct assistance to help homeowners pay their mortgage. As
implemented by Treasury, this program has been used primarily to provide
assistance to unemployed or underemployed homeowners — 73.6% of
all assistance provided has come in the form of direct unemployment/
underemployment assistance including help paying past due amounts on a
mortgage. The estimated number of homeowners the program will provide
TARP assistance to has decreased 45% since the beginning of 2011 from
546,562 homeowners to 302,989 homeowners. As of March 31, 2016, 256,361
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individual homeowners have received TARP assistance through HHFE.>* State
housing finance agencies make day-to-day decisions. SIGTARP has reported
HHF’s underperformance in certain states and how some state housing finance
agencies are not as effective as others in providing this assistance. On seven
occasions, Treasury has conducted oversight to say that a state agency is not
performing and must ramp up performance to meet a Treasury-set target.>

In 2013, as this program underperformed in providing TARP funds to
homeowners, it became clear that the money would not be spent by the
December 2017 end date, and Treasury decided to spend these TARP dollars in
other ways. First, Treasury shifted some TARP funds that had been previously
designated to assist homeowners to a new “blight elimination” demolition
program that pays partners with TARP dollars, who use those TARP dollars to
reimburse its payments to contractors and subcontractors to demolish vacant/
abandoned houses in seven states. Second, in 2015, Treasury made another
shift of TARP funds previously designated for homeowner assistance programs
to provide TARP funds for a down payment to “first-time” homebuyers to help
them buy a home (or property with up to 4 multifamily units) in six states.>

The Hardest Hit Fund is a program that looks to grow significantly in the
amount of TARP dollars, in the number of state agencies conducting blight
demolitions under the program, and in the years the program will continue.
While Congress recently ended Treasury’s authority to extend the HAMP
application period further, Congress gave the Treasury Secretary the authority
to extend HHF’s original December 31, 2017 expiration date, which it did to
December 31, 2020. Congress also authorized the Treasury Secretary to transfer
up to $2 billion in unused TARP dollars from HAMP to the Hardest Hit Fund,
which it did on February 19, 2016, becoming a nearly $10 billion program.”

The need for significant oversight by Treasury and SIGTARP over the
Hardest Hit Fund is crucial as this TARP program is in a growth stage and as
this program has taken on more risk. Throughout the lifetime of the program,
state housing finance agencies in 19 states and some of the same mortgage
servicers who participate in HAMP will be making decisions such as which
homeowners applying for the program will receive assistance. These state
agencies will make decisions as to whether mortgage servicers are complying
with their HHF agreements. Six of these state agencies will make decisions
about whether a homebuyer qualifies to receive down payment assistance to buy
a home.

Seven of these agencies will also make day-to-day demolition-related
decisions. This includes whether demolition or other related work conducted
by individuals and entities (such as demolition contractors) was conducted
appropriately, and in accordance with program guidelines, so that they should be
paid with TARP funds. The presence of 307 partners, each one of them hiring
teams of demolition contractors and subcontractors for inspection, asbestos
abatement, environmental impact, grading of the dirt on site, greening and
maintenance greatly increases the risk of fraud, waste, and abuse in the Hardest
Hit Fund from when it was a program that only provided TARP payments
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to homeowners. SIGTARP has already reported on a lack of transparency in
this program and that Treasury does not know of the identity of all of these
individuals and entities who receive or will receive TARP funds.>® Increased risk
of fraud, waste, and abuse makes SIGTARP’s oversight over this TARP program,
including enforcement of the law, crucial in the upcoming years.

As our nation moves farther from the financial crisis, it can be natural to
not put a Federal focus on programs related to the crisis. As we compare the
unprecedented enormity of what TARP was, it can be natural to think of TARP
as over, or small. However, if today our Federal Government created a $38
billion program, particularly one that put the day-to-day decision making in
the hands of non-Federal entities, there would be a cry for significant Federal
oversight. SIGTARP will continue on watch, preventing fraud, waste, and abuse,
enforcing the law when fraud seeps in, and giving insight to obstacles and ways
to improve.
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TABLE 4.3
TARP LOSSES AND REMAINING AVAILABLE FUNDS, AS OF 6/30/2016 ($ MILLIONS)
Total TARP Realized Loss*
TARP Program Institution Investment Write-Offsbc Description
Autos
. Sold 98,461 shares and equity stake in the
Chrysler 51,328 UAW Retiree trust for $560,000,000
Accepted $1.9 billion as full repayment for
b
Chrysler 1,600 the debt of $3.5 billion
Chrysler Total $10,465 $2,928
GM 3,2032 Treasury sold to GM at a loss
GM 7,1300 Treasury sold to public at a loss
) Loss due to bankruptcy plan of
GM 826 restructuring
GM Total $49,500 $11,159
Sold 219,079 common shares in a private
offering, 95,000,000 common shares,
Allv Financial 2473 7,245,670 common shares, 8,890,000
y ! common shares, 11,249,044 common
shares, and 43,685,076 common shares in
five separate public offerings, all for a loss
Ally Financial
Total $17,174 $2,473
Total Investment  $79,693° Total Realized Loss, Write-Offs $16,560
CDCI
remier Bancorp, $7° Liquidation of failed bank
Total Investment $570 Total Realized Loss, Write-Offs $7
CPP
200 CPP Banks $1,847ab Sales and exchanges
29 CPP Banks in 810 Bankruptcy in process,
Bankruptcy loss written off by Treasury
Pacific Coast a0 Bankruptcy process completed,
National Bancorp loss written off by Treasury
Anchor Bancorp 1042 Bankruptcy process completed,
Wisconsin, Inc. loss written off by Treasury
Bankruptcy process completed,
b
CIT Group Inc. 2,330 loss written off by Treasury
Total Investment  $204,895 Total Realized Loss, Write-Offs $5,096
SSFI
AlGd $13,4852 Sale of TARP common stock at a loss
Total Investment $67,835 Total Realized Loss, Write-Offs $13,485
Total Realized Loss  $29,336 Total Write-Offs  $5,812
Total TARP Investment  $350,439 Total Realized Loss, Write-Offs $35,149

Notes: Numbers may not total due to rounding.

2 Includes investments reported by Treasury as realized losses. Treasury changed its reporting methodology in calculating realized losses, effective June 30, 2012. Disposition expenses are no longer
included in calculating realized losses.

b Includes investments reported by Treasury as write-offs. According to Treasury, in the time since some transactions were classified as write-offs, Treasury has changed its practices and now classifies sales
of preferred stock at a loss as realized losses.

¢Includes $1.5 billion investment in Chrysler Financial, $413 million ASSP investment, and $641 million AWCP investment.

d Treasury has sold a total of 1.66 billion AIG common shares at a weighted average price of $31.18 per share, consisting of 1,092,169,866 TARP shares and 562,868,096 non-TARP shares based upon the
Treasury's pro-rata holding of those shares. The non-TARP shares are those received from the trust created by the Federal Reserve Bank of New York for the benefit of the Treasury. Receipts for non-TARP
common stock totaled $17.55 billion and are not included in TARP collections. The realized loss reflects the price at which Treasury sold common shares in AIG and TARP's cost basis of $43.53 per common
share.

Sources: Treasury, Transactions Report, 7/5/2016; Treasury, Monthly Report to Congress, June 2016; Treasury Press Release, “Treasury Announces Agreement to Exit Remaining Stake in Chrysler Group
LLC,” 6/2/2011, www.treasury.gov/press-center/press-releases/Pages/tg1199.aspx, accessed 7/1/2016; Treasury, response to SIGTARP data call, 4/4/2016; Treasury, Monthly TARP Update, 6/3/2013,
6/13/2013, 7/1/2014, 10/1/2014, 1/2/2015, 4/1/2015, 7/1/2015, 10/1/2015, 1/4/2016, 4/1/2016, and 7/1/2016.
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HOUSING PROGRAMS

During the past quarter 23,873 homeowners started new HAMP modifications
(compared to 24,329 the prior quarter), broken down as follows: 9,842
homeowners converted from trial to permanent modifications in Tier 1 and 14,031
under Tier 2.

TABLE 4.4

CUMULATIVE HAMP TRIAL MODIFICATION ACTIVITY, AS OF 6/30/2016
Trials
Trials Trials Trials Converted to
Started Cancelled Active Permanent
HAMP Tier 1 - TARP 1,139,242 343,070 8,770 787,402
HAMP Tier 1 - GSE 1,078,719 421,865 2,961 653,893
HAMP Tier 1 2,217,961 764,935 11,731 1,441,295
HAMP Tier 2 201,955 14,337 14,988 172,630
Total 2,419,916 779,272 26,719 1,613,925

Source: HAMP 1MP: Program Volumes — Program Type and Payor by Tier - June 2016, accessed 7/20/2016.

Only about half ($21.4 billion) of the $37.5 billion in TARP funds available for
housing have been spent through June 30, 2016, of which $0.9 billion was spent
in the most recent quarter.” As shown in Figure 4.1, $14.8 billion was paid to 76
servicers through MHA. Of the $14.8 billion in total incentives paid to all servicers,
25% went to homeowners, 53% went to investors, and the remaining 22% went
to the servicers. As of June 30, 2016, state housing finance agencies had drawn
down $6.6 billion (68% of the $9.6 allocated funds) through HHF.** There is an
additional $125 million allocation for the FHA Short Refinance program, $21
million of which has been spent.

Figure 4.1 shows expenditures and allocations for MHA and HHF.

i Housing Finance Agencies are state government entities that design and administer each state’s HHF programs.
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FIGURE 4.1
TARP HOUSING PROGRAM ALLOCATIONS AND SPENDING,
AS OF 6/30/2016 ($ BILLIONS)
MHA 53% spent
$27.8 billion ($14.8 billion)
Hardest Hit Fund® 68% spent
$9.6 billion ($6.6 billion)

@ Funds Allocated
[ Funds Spent

FHA Short Refinance® | 16% spent
$0.1 billion ($0.02 billion)

0 5 10 15 20 25 30

Notes: Numbers may not total due to rounding. According to Treasury, these numbers are approximate.
Not all of the funds drawn down by states have been used to assist homeowners. As of March 31, 2016,
of the $6.4 billion drawn down by the states, only $4.8 billion (50%) has been spent helping 256,361
homeowners.

Allocation includes up to $25 million in fees Treasury will incur for the availability and usage of the $100
million letter of credit. $20.6 million in program expenditures include a $10 million pre-funded reserve
balance (In March 2013, Treasury funded a reserve account with $50 million for any future loss claim
payments, $40 million of the reserve balance was returned to Treasury in March 2015), and $10.6 million
in administrative expenses.

Sources: Treasury, responses to SIGTARP data calls, 1/5/2012, 7/5/2016 and 7/21/2016; Treasury,
Transactions Report-Housing Programs, 6/28/2016; Treasury, Monthly TARP Update, 7/1/2016.

Through June 30, 2016, servicers have received 22% of all TARP incentive
payments ($3.3 billion), investors have received 53% ($7.8 billion), and
homeowners have received 25% ($3.7 billion). Counting only HAMP incentive
payments, servicers have received 21% ($2.6 billion), investors 55% ($6.8
billion), and homeowners 23% ($2.9 billion). For just HAMP Tier 1 incentives
alone (excluding PRA and HPDP), Treasury has paid $9.3 billion, $4.0 billion to
investors, $2.4 billion to servicers, and $2.9 billion to homeowners (that go to the
servicer to pay down the homeowners principal balance).®" The nature of these
incentives is as follows:

o Servicer Incentives — Up to $2,000 in one-time incentives for modifying loans
under HAMP, modifying or extinguishing loans under 2MP, or facilitating
short sale or deed-in-lieu transactions under HAFA. TARP also pays servicers
annually for up to 3 years for each active HAMP and 2MP modification.

¢ Investor Incentives — Up to $1,500 in one-time incentives for agreeing to
modify mortgages that are not past-due, and in partial reimbursement of
principal amounts forgiven under 2MP and HAFA. On a monthly basis for up
to five years, TARP also partially reimburses investors for the reduced payments

i Figures include $365 million in TARP funded homeowner incentive payments on GSE backed HAMP modifications.
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they receive on active HAMP and 2MP modifications. Investors may also
receive up to two annual incentive payments to offset potential losses on HAMP
modifications in neighborhoods with declining home values under HPDP, and
up to three annual incentive payments based on amounts forgiven under PRA.

¢ Homeowner Incentives — Annually, up to $1,000 - if the homeowner makes
their payments on time - for up to five years for homeowners in HAMP (Tier
1 only) and three years under FHA and RD HAMP. In year 6, homeowners in
these programs, as well as those in HAMP Tier 2, receive a $5,000 in principal
reduction. Homeowners in HAMP 2MP may receive up to $250 annually for
up to five years, and homeowners participating in HAFA may receive $10,000 in
relocation assistance.

Table 4.5 shows TARP payments to the top ten servicers (in terms of total MHA

payments received).

TABLE 4.5
DOLLARS PAID TO 10 SERVICERS, AS OF 6/30/2016 ($ MILLIONS)
TARP Payments TARP Payments = TARP Payments Total TARP

Cap Available to Borrowers to Investors to Servicers Payments
Ocwen Loan
Servicing, LLC $6,958.1 $759.5 $2,171.4 §728.7 $3,659.6
JPMorgan Chase 3,978.9 587.4 1,396.8 527.3 25115
Bank, NA
Lo Fargo Bank, 4,503.6 645.2 1,238.4 547.8 2,431.4
nank of America, 3,212.5 516.4 897.0 4703 1,883.8
Nationstar
Mortgage LLC 2,174.5 274.8 463.7 192.4 930.9
ge'e.“. Portfolio 1,979.4 271.2 420.4 217.4 909.0

ervicing, Inc.

CitiMortgage Inc 957.2 143.5 358.1 141.6 643.2
CIT Bank, N.A. 611.6 73.1 240.6 91.2 404.9
Bayview Loan
Servicing LLC 532.3 65.2 110.5 42.2 218.0
D tech Financil 561.8 99.7 62.8 22.9 185.3
Other Servicers 2,312.0 293.3 425.7 272.4 991.3
Total $27,781.9 $3,729.3 $7,785.4 $3,254.3 $14,769.0

Notes: Numbers may not total due to rounding.

Source: Treasury, Transactions Report-Housing Programs, 6/28/2016.
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The four largest HAMP servicers (Ocwen Loan Servicing, LLC (“Ocwen”);
JPMorgan Chase Bank, NA; Wells Fargo Bank, N.A.; and Bank of America, N.A.)
received 71% of all incentives paid out. Ocwen received $3,659.6 million in total
incentive payments, the most of any servicer. Only 21% of the incentives paid to
Ocwen went to homeowners, least among the four largest servicers. Conversely,
27% of incentives paid to Bank of America, N.A. went to homeowners, the highest
among the four largest servicers.

HAMP

To obtain HAMP, homeowners participate in a trial period, and if they make three
modified mortgage payments on time, the modification is supposed to become
permanent with fixed interest rate and terms for five years. After that the rate may
increase by up to 1% per year until it reaches the level prevailing at the time the
homeowner began the trial.®?

According to Treasury’s official HAMP database, 6,046,951 homeowners
applied for HAMP between December 2009 and May 2016, the latest data
available. As Figure 4.2 shows, 4,179,839 homeowners, or 69% of those who
applied, were turned down by their servicers. Another 397,514 fell out during the
trial period, and another 412,198 redefaulted after they received a permanent
HAMP modification.
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FIGURE 4.2
HOMEOWNERS APPLYING FOR HAMP, AS OF MAY 2016

6,046,951 Homeowners

Applied for HAMP

1,411,485 Homeowners Obtained
HAMP Permanent Modifications

928,785 Homeowners
Remain in HAMP

¥ Denied Homeowner Applications (4,179,839 homeowners)
¢ Fell out during trial period (397,514 homeowners)
¥ Redefaulted and fell out of HAMP (412,198)

Note: Excludes denials and trial starts prior to December 2009, because Treasury did not require servicers to report HAMP denials until that date.

Sources: Treasury, “HAMP 1MP: Trial Fallout and Denials - Vintage & Reason,” May 2016, accessed 7/13/2016; Treasury HAMP data.
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While Treasury requires that servicers review a completed HAMP application
within 30 days, Treasury allows servicers to extend the review time indefinitely if
the application is incomplete, even though the homeowner may not be at fault for
any delay or incompleteness.

Servicers pre-screen for basic eligibility: A homeowners mortgage has to be
before January 1, 2009; with an outstanding balance not to exceed $729,750 (more
for qualifying multi-unit properties); and not a condemned property.®*

Servicers try to reduce the monthly mortgage payment to less than 31% of the
homeowner’s monthly income by:

Add any unpaid interest and fees to the outstanding mortgage balance;
Reduce the interest rate in incremental steps to as low as 2%;
Extend the term up to 40 years;

WD =

Defer and cease charging interest on a portion of the principal balance.**

Then the modification must pass the NPV test, and if it passes the homeowner
must be offered a HAMP Tier 1 Trial Period Plan.® If not, the homeowner must
be evaluated for HAMP Tier 2.%° Effective January 1, 2016, some delinquent
homeowners may be able to access Streamline HAMP, which has fewer eligibility
restrictions and less paperwork.

Homeowners Face a Backlog, Which Delays a Decision on Their HAMP
Application
SIGTARP has raised concerns over lengthy delays that homeowners face in getting
a decision on their HAMP application from their servicer. Since SIGTARP’s
reporting, some servicers have decreased wait times, but others have not, or
actually got worse. According to Treasury’s most recent data, HAMP servicers
received 41,447 requests for HAMP in May 2016, but only processed 40,742
applications in that month (705 fewer than received).*® So long as servicers receive
more applications than they process each month, homeowners will face delays in
getting a decision on their requests for HAMP assistance.

Figure 4.3 shows the performance of the top HAMP servicers in May 2016 in
reviewing the number of homeowner applications they received that month.

i Servicers may use principal forgiveness (PRA or otherwise) to reduce the homeowner's payment, at any point during the HAMP Tier 1
or HAMP Tier 2 Waterfall, but are not required to do so.

Net Present Value (“NPV”) Test:
Compares the money generated by
modifying the terms of the mortgage
with the amount an investor can
reasonably expect to recover in a
foreclosure sale.

For more homeowners who were
denied HAMP assistance, see
“Mortgage Servicers Have Denied Four
Million Homeowner Applications for
HAMP Assistance,” in SIGTARP's July
2015 Quarterly Report to Congress,
pages 97-117.

For more on the HAMP application
process, eligibility criteria, HAMP
Waterfall, and basic differences
between HAMP Tier 1 and HAMP
Tier 2, see SIGTARP's January 28,
2015 Quarterly Report, page 143-145
and 149-151.

For additional information about the
HAMP application and modification
process, please see the discussion,
“How HAMP Works,” in SIGTARP’s
Quarterly Report to Congress, July 29,
2015, pp. 165-170.



122 SPECIAL INSPECTOR GENERAL | TROUBLED ASSET RELIEF PROGRAM

FIGURE 4.3

SERVICERS ABLE OR UNABLE TO PROCESS THE NUMBER OF HAMP
APPLICATIONS RECEIVED THAT MONTH (MAY 2016)

Processed More 4

Than Number of
Applications
Received

Processed Fewer
Than Number of
Applications
Received
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(2,215)
Ocwen Loan Wells Fargo Nationstar Bank of Select JPMorgan Specialized Ditech Bayview U.S. Bank
Servicing, LLC Bank, NA Mortgage LLC America, NA Portfolio Chase Bank, NA Loan Financial LLC Loan National

Senvicing, Inc. Senvicing LLC Servicing, LLC  Association

Source: Treasury, HAMP Application Activity by Servicer, as of May 2016", www.treasury.gov/initiatives/financial-
stability/reports/Documents/HAMP%20Application%20Activity%20by%20Servicer%20May%202016.pdf, accessed
7/5/2016.
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Only five out of the 10 servicers who reported receiving the most applications
in May 2016 — Ocwen Loan Servicing, LLC, Nationstar Mortgage LLC,
JPMorgan Chase Bank, NA, Specialized Loan Servicing LLC, and Bayview Loan
Servicing, LLC — succeeded in processing more applications than they received.
The remaining servicers reported they were unable to process substantial numbers
of the applications that they received in the month. Of which Bank of America, NA
was the worst, processing only 3,186 applications in the most recent month, 2,215
fewer than it received during the period.

Treasury’s data shows 171,819 homeowners whose applications were not
processed through May 2016, out of an aggregate of 9,355,534 applications the
servicers had reported receiving. Despite occasional improvement over time,
homeowners still face significant delays, however servicers continue to revise
previously reported application data, making comparisons to prior periods difficult.

TABLE 4.6

MONTHS TO PROCESS OUTSTANDING APPLICATIONS AT MOST RECENT RATE
BY SERVICER, AS OF 5/31/2016

Applications Backlog of Months to Process the
Processed Unprocessed Homeowners who have
Servicer Name in May 2016 Applications?® already applied®
CitiMortgage Inc 1,262 13,261 10.5
Bank of America, NA 3,186 29,080 9.1
Select Portfolio Servicing, Inc. 3,020 23,174 7.7
Ocwen Loan Servicing, LLC 9,742 47,487 49
JPMorgan Chase Bank, NA 3,634 17,492 4.8
Wells Fargo Bank, NA 6,133 21,771 3.5
Ditech Financial LLC® 1,587 3,033 1.9
Bayview Loan Servicing, LLC 1,833 3,377 1.8
Specialized Loan Servicing LLC 2,301 3,638 1.6
Nationstar Mortgage LLC 5,592 5,758 1.0
Others 2,452 3,748
TOTAL 40,742 171,819

Notes:

2 Program-to-Date Requests Received less Program-to-Date Requests Processed. Data subject to ongoing revision by servicers.
b Total Applications Unprocessed divided by most recent month’s Applications Processed.

¢ Formerly GreenTree Servicing LLC.

Source: Treasury, “HAMP Application Activity by Servicer,” May 2016.

As shown in table 4.6, there is clearly a backlog of homeowners who have
applied for HAMP. This backlog causes delays in receiving an answer on
whether they make it into HAMP. Homeowners may have to wait 10 months for
CitiMortgage to make a decision, 9 months for Bank of America, and more than 7
months for Select Portfolio Servicing. Some may not have the luxury of time.
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Homeowners Denied HAMP—7 Out of Every 10 Homeowners Who
Apply for HAMP Have Been Turned Away By Their Servicer

Servicers have denied 7 out of every 10 homeowners who have applied for HAMP.
However, some servicers have denied more than that. Figure 4.4, shows the
number of homeowners who were denied admission into the HAMP program, by
seven top HAMP servicers.

FIGURE 4.4
HOMEOWNERS DENIED ADMISSION INTO THE HAMP PROGRAM OF THOSE WHO APPLY, AS OF MAY 2016
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Notes: Excludes denials and trial starts prior to December 2009, because Treasury did not require servicers to report HAMP denials until that date.

2 Ocwen Loan Servicing, LLC includes the former Litton Loan Servicing, LLC, GMAC Mortgage, LLC, and Homeward Residential.

® JPMorgan Chase Bank, NA includes EMC Mortgage Corporation.

¢ Bank of America N.A. includes the former Countrywide Home Loans Servicing, BAC Home Loans Servicing LP, Home Loan Services, and Wilshire Credit Corporation.
4 Wells Fargo Bank, N.A. includes Wachovia Bank, NA and Wachovia Mortgage, FSB.

¢ Nationstar Mortgage LLC includes MorEquity, Inc and the former Aurora Loan Services LLC.

Source: Treasury, “HAMP 1MP: Trial Fallout and Denials - Servicer, Vintage & Reason,” May 2016, accessed 7/13/2016; Treasury HAMP Data.
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CitiMortgage, Inc. denied 88% - nearly 9 out of 10 homeowners who applied,
more than any other large servicer. JPMorgan Chase denied 84%of homeowners
who applied for HAMP, and Bank of America denied 79%. Ocwen, the servicer
with the largest number of HAMP modifications, has denied 69% of homeowners
that sought HAMP. All but one of these servicers (Select Portfolio Servicing, Inc.)
deny more than half of those who apply.

Trial Modifications Lasting 6 Months, A Year, or More

As of June 2016, 2,125 homeowners (18.1% of the 11,731 active HAMP Tier 1
trials) have been in lengthy trial modifications that have lasted at least six months
and, of those, 1,127 (9.6% of active HAMP Tier 1 trials) have lasted at least a
year.®

HAMP Mortgage Transfers

Homeowners in and seeking HAMP get “lost in the shuffle” when their mortgage
servicers transferred their loans to other servicers, but their HAMP application or
modification gets lost or delayed in the transfer. SIGTARP has reported on how
delays, omissions, or miscommunications between transferring servicers and new

servicers during the transfer can seriously delay, deny, or decrease relief provided to
HAMP-eligible homeowners. SIGTARP has also reported on Homeowners applying

for HAMP were required to submit new applications months later, requiring all
new documentation because the past documentation may become stale. Many
struggling homeowners who could not afford their original mortgage payment may
fall further behind in their mortgage payments during a new, extended application
period, which may put their homes at risk or hurt their chances of receiving a
HAMP modification.

Homeowners already in a HAMP trial or permanent modification are harmed
if the new servicer is not timely informed or does not honor the modification. Even
when the homeowner makes the modified HAMP payments on time, if the new
servicer does not understand that they are in a HAMP modification before the
first monthly payment is due, the new servicer will only see the original terms of
the mortgage and deem that homeowner as delinquent on the original terms. New
servicers also may recalculate income or payments in a way that disadvantages
homeowners.

Through May 2016, Treasury data shows that 274,666 homeowners in HAMP

trial or permanent modifications saw their mortgages transferred. Treasury's HAMP

rules require that HAMP applications, modifications, and related information be
transferred with the mortgages, and that servicers report any transfers of HAMP
mortgages to Treasury, but those rules were not always followed.**

According to Treasury data, through the life of HAMP, three firms—Ocwen,
Select Portfolio Servicing, Inc., and Nationstar Mortgage, LLC—acquired the
servicing for 184,782 HAMP loans, or 65% of those transferred. Ocwen, alone,
acquired 117,227 loans (42%).

As shown in Table 4.7, 21 of the largest 25 HAMP servicing transfers were
transfers to non-banks.

For more details, see SIGTARP’s
report, “Homeowners Can Get Lost
in the Shuffle and Suffer Harm
When Their Servicer Transfers
Their Mortgage But Not the HAMP
Application or Modification,” in
SIGTARP’s October 2014 Quarterly
Report, pages 99-112.
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TABLE 4.7
TOP 25 NON-GSE HAMP SERVICING TRANSFERS - PROGRAM TO DATE THROUGH
6/30/2016
HAMP Trial and
Permanent
Transfer Modifications
Seller Buyer Period Transferred
Servicing Transfers to Non-Banks
éemr(\a/?cclr?g I;Ir?CrTwe Mortgage Ocwen Loan Servicing, LLC 2013 27,665
GMAC Mortgage, LLC Ocwen Loan Servicing, LLC 2013-2014 24,323
OneWest Bank Ocwen Loan Servicing, LLC 2013-2014 18,346
Saxon Mortgage Services, Inc. Ocwen Loan Servicing, LLC 2010-2012 17,254
Bank of America, N.A. Nationstar Mortgage, LLC 2010- 2015 15,679
Bank of America, N.A. Select Portfolio Servicing, Inc. 2010- 2016 11,711
Litton Loan Servicing, LP Ocwen Loan Servicing, LLC 2011-2013 11,592
JPMorgan Chase Bank, NA Ocwen Loan Servicing, LLC 2012-2013 10,950
Aurora Loan Services, LLC Nationstar Mortgage, LLC 2012 10,818
JPMorgan Chase Bank, NA Select Portfolio Servicing, Inc. 2013-2016 9,950
HomEgServicing Ocwen Loan Servicing, LLC 2010 5,969
Ocwen Loan Servicing, LLC Select Portfolio Servicing, Inc. 2014 - 2015 5,431
Bank of America, N.A. Specialized Loan Servicing, LLC 2010- 2016 4,621
CitiMortgage, Inc. Select Portfolio Servicing, Inc. 2014 - 2016 3,972
CitiMortgage, Inc. Bayview Loan Servicing LLC 2012-2016 3,869
JPMorgan Chase Bank, NA Bayview Loan Servicing LLC 2012-2016 2,873
CitiMortgage, Inc. Rushmore Loan Management 2012 - 2015 2,370
Bank of America, N.A. Bayview Loan Servicing LLC 2012 -2016 2,027
Wells Fargo Bank, N.A. Bayview Loan Servicing LLC 2010-2016 1,985
Wells Fargo Bank, N.A. Specialized Loan Servicing, LLC 2010-2015 1,417
Bank of America, N.A. Selene Finance, LP 2014 - 2015 1,414
Servicing Transfers to Banks
Wilshire Credit Corporation Bank of America, National Association 2010 8,938
EMC Mortgage Corporation JPMorgan Chase Bank, NA 2011 7,343
Home Loan Services, Inc. Bank of America, National Association 2010 4,327
Specialized Loan Servicing, LLC ~ Bank of America, National Association 2013-2016 2,246

Note: Includes non-GSE HAMP trial and permanent modifications transferred.

Source: Treasury, HAMP Servicing Transfer data
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These transfers changed how HAMP looks. In the first 2 years of the program,
large bank servicers were responsible for most homeowner mortgages in HAMP.
Now non-banks play a larger role in HAMP than bank servicers, servicing 59% of
all homeowner mortgages in HAMP. Additionally, non-bank servicers have received
$6.4 billion in federal TARP dollars from Treasury through HAMP.

The track record on some of the larger non-bank servicers in HAMP violating
federal laws and regulations elevates the risk to homeowners in or applying to
HAMP, heightening the need for strong oversight. While Treasury has found and
continues to find that some of these non-bank servicers need to improve following
HAMP rules and performance metrics, much more improvement and oversight is
needed. Despite CFPB and NYDFS finding systemic and egregious violations by
Ocwen, Treasury’s oversight, including on-site reviews of Ocwen, did not uncover
those same problems. However, Treasury has found that that another large non-
bank servicer, Nationstar, needed substantial improvement in complying with
HAMP’s rules in numerous occasions.

Homeowners in HAMP Will See their Mortgage Payment Increase
Most homeowners who received HAMP permanent mortgage modifications saw
the interest rates on their loans cut in order to reduce their monthly payments and
make their mortgages more affordable and sustainable over the long term.* After
five years, approximately 82% of homeowners in HAMP will see their mortgage
interest rates increase incrementally by 1% per year until it reaches the rate
prevailing at the time the homeowner entered into their trial period. Beginning in
2014 homeowners in HAMP in every state started seeing their interest rates rise
and monthly mortgage payments go up this year, some by as much as $1,788 per
month.” See Appendix D.5 for state by state analysis of HAMP payment increases.

For more details on HAMP mortgage
servicing transfers, see "HAMP
Mortgage Servicing Transfers,” in
SIGTARP’s April 2015 Quarterly
Report, pages 142-147.

For more details on the increasing
role of Non-bank servicers in HAMP,
and related risks see “Non-Bank
Private Mortgage Servicers Who Have
Already Received More Than $1
Billion From Treasury Are Increasing
Their Participation In Hamp, Which
Raises Risks To Homeowners And The
Need For Significant Oversight,” in
SIGTARP's October 2015 Quarterly
Report, pages 63-76.
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HAMP TIER 1 PERMANENT MODIFICATIONS WITH SCHEDULED PAYMENT INCREASES BY YEAR, AS OF

5/31/2016
Permanent
Modifications with Median Maximum
Scheduled Payment Median Monthly Payment
Year Modified Increases  Modification Status Interest Rate Payment Increase
Before Modification 5.88% $1,232
11,071 After Modification 2.00% $735
After All Increases 3.75% $888 $1,219
Before Modification 6.38% $1,427
691,733 After Modification 2.00% §774
After All Increases 4.50% $997 $1,788

2 Analysis of HAMP permanent modifications with scheduled interest rate and payment increases excludes 55,064 HAMP permanent modifications with incomplete records.

Source: SIGTARP analysis of Treasury HAMP data.

Some homeowners could eventually see their mortgage payments increase by
$1,788 per month; and after all payment increases, the highest mortgage payment
any homeowner would pay per month would be $8,276.7! Already 321,455
homeowners in HAMP have had their payments increase, and an additional
102,733 will see their payments increase by the end of 2016.

Homeowners Falling Out of HAMP

As of June 30, 2016, 538,845 homeowners fell out of the program (also called
“redefault”) — often into a less advantageous private sector modification or, even
worse, into foreclosure.” According to a Treasury survey of 19 servicers, as of
May 31, 2016, 24% of homeowners that redefaulted in HAMP moved into

the foreclosure process, 12% lost their home via a short sale or deed-in-lieu of
foreclosure, and 28% received an alternative (private sector) modification.”

So far in 2016 there were only 48,202 new modifications, while there were
31,486 redefaults. Another 87,195 homeowners had missed one to two monthly
mortgage payments and are at risk of falling out of the program.™

About half of all homeowners who received a HAMP permanent modification
received it in 2009 and 2010. Homeowners who received HAMP permanent
modifications in 2009 have fallen out of the program at rates between 58% to 61%.
Homeowners who received HAMP permanent modifications in 2010 have fallen
out of the program at rates between 46% to 54%."

Servicer Redefault Rates
As of June 30, 2016, of 453,531 (32.7%) of the 1,388,604 homeowners whose
HAMP permanent modifications are serviced by 10 of the largest servicers have

fallen out of HAMP, as shown in Table 4.9.
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TABLE 4.9

HOMEOWNERS WHO FELL OUT OF HAMP, BY SERVICER, AS OF 6/30/2016
Percentage
Permanent of Permanent
Permanent Modifications Modifications
Modifications Redefaulted Redefaulted
Ocwen Loan Servicing, LLC? 324,939 119,319 36.7%
Wells Fargo Bank, N.A.> 213,684 62,981 29.5%
Nationstar Mortgage LLC 198,373 53,559 27.0%
Select Portfolio Servicing, Inc. 119,461 48,096 40.3%
JPMorgan Chase Bank, N.A.c 170,042 45,752 26.9%
Bank of America, N.A.¢ 107,893 35,224 32.6%
Seterus Incorporated 76,649 31,485 41.1%
Ditech Financial LLC® 107,955 31,025 28.7%
CitiMortgage Inc 40,010 13,532 33.8%
Specialized Loan Servicing LLC 29,598 12,558 42.4%
Other 225,321 85,314 37.9%
Total 1,613,925 538,845 33.4%

Notes: HAMP include HAMP Tier 1 and Tier 2 modifications, including those that received assistance under the Home Price Decline
Protection (“HPDP") and Principal Reduction Alternative (“PRA”) programs. Includes both TARP and GSE modifications. Includes
modifications listed by the current servicer of the loan.

2 Ocwen Loan Servicing, LLC includes the former Litton Loan Servicing, LLC, GMAC Mortgage, LLC, and Homeward Residential.

b Wells Fargo Bank, N.A. includes Wachovia Bank, NA and Wachovia Mortgage, FSB.

¢ JPMorgan Chase Bank, N.A. includes EMC Mortgage Corporation.

4 Bank of America includes the former BAC Home Loans Servicing LP, Home Loan Services, and Wilshire Credit Corporation.

¢ Formerly GreenTree Servicing LLC.

Source: Treasury, “HAMP 1MP: Program Volumes - Combined Tier 1/Tier 2: Top 25 HAMP Servicers — June 2016,” accessed
7/20/2016.

Four servicers account for more than half of homeowners’ HAMP permanent
modifications that redefaulted: Ocwen Loan Servicing, LLC (119,319), Wells
Fargo Bank, N.A. (62,981), Nationstar Mortgage LLC (53,559), and Select
Portfolio Servicing, Inc. (48,096).7

Redefaults: Impact on Taxpayers Funding TARP

Taxpayers have lost about $2.1 billion in TARP dollars on 284,094 homeowners
who fell out of HAMP Tier 1 modifications. About 90% of TARP funds Treasury
spent for HAMP permanent modifications that redefaulted were for mortgages
currently serviced by 10 servicers, as shown in Table 4.10.77%

V Of the 503,342 homeowners who have fallen out of HAMP Tier 1, 284,094 were in modifications funded by TARP the remaining
219,248 were in modifications funded by the GSE's.
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TABLE 4.10

TARP DOLLARS SPENT ON HOMEOWNERS WHO FELL OUT OF HAMP,
AS OF 6/30/2016 ($ MILLIONS)

Percentage

of Total TARP

TARP Incentive Total TARP Incentive

Payments for Incentive Payments for

Permanents Payments for Permanents

Servicer Name Redefaulted Permanents All Redefaulted
Ocwen Loan Servicing, LLC? $650.6 $3,244.3 20%
Select Portfolio Servicing, Inc. 319.4 1,135.2 28%
Wells Fargo Bank, N.A.¢ 268.3 1,784.0 15%
JPMorgan Chase Bank, NA® 188.8 1,607.7 12%
Nationstar Mortgage LLCe 151.0 851.3 18%
Bank of America, N.A.c 117.7 842.3 14%
Specialized Loan Servicing LLC 74.4 221.3 34%
CitiMortgage Inc 44.4 272.0 16%
Ditech Financial LLC 36.2 62.4 58%
Bayview Loan Servicing LLC 33.3 278.7 12%
Other 213.6 814.1 26%
Total $2,097.8 $11,113.3f 19%

Notes: The incentive payment totals may not tie to the actual amount paid to the servicer as servicing transfers are not taken into

account when the current servicer on the loan is used.Totals shown here exclude payments and/or drafts performed for modifications

that are not currently Permanent Modifications. Totals shown here include payments under the HAMP Tier 1, Home Price Decline

Protection (“HPDP”) and Principal Reduction Alternative (“PRA”) programs tied to these loans. Figures do not include TARP funded

incentives on GSE loans.

2 Ocwen Loan Servicing, LLC includes the former Litton Loan Servicing, LLC, GMAC Mortgage, LLC, and Homeward Residential.

® JPMorgan Chase Bank, NA includes EMC Mortgage Corporation.

< Bank of America N.A. includes the former Countrywide Home Loans Servicing, BAC Home Loans Servicing LP, Home Loan Services,
and Wilshire Credit Corporation.

¢ Wells Fargo Bank, N.A. includes Wachovia Bank, NA and Wachovia Mortgage, FSB.

¢ Nationstar Mortgage LLC includes MorEquity, Inc and the former Aurora Loan Services LLC.

fTotals include $72.9 million on modifications that the servicer classified as “withdrawals.”

Source: Treasury, response to SIGTARP data call, 7/8/2016.

More than half of TARP funds that Treasury spent for HAMP permanent
modifications that redefaulted were for mortgages currently serviced by three

servicers, Ocwen Loan Servicing, LLC, Select Portfolio Servicing, Inc., and Wells

Fargo Bank, N.A. (listed in Table 4.10).78"

Redefaults: Impact on States
In most states at least 37% of homeowners in HAMP fell out of the program, with
some states even higher, as shown in Table 4.11.

V Total incentive payments by the current status of the permanent modification (active, redefaulted, or paid off) is broken out in the table
by the current servicer of the loan. The incentive payment totals may not tie to the actual amount paid to the servicer as servicing
transfers are not taken into account when the current servicer on the loan is used.
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TABLE 4.11
HOMEOWNERS WHO FELL OUT OF HAMP BY STATE, AS OF 6/30/2016
Permanent Redefaulted  Redefault Permanent Redefaulted  Redefault
Modifications Modifications Rate Modifications Modifications Rate
AL 9,044 4,060 45% MT 1,592 488 31%
AK 688 231 34% NE 2,112 875 41%
AZ 53,042 19,771 37% NV 31,692 12,343 39%
AR 3,423 1,412 41% NH 6,611 2,614 40%
CA 332,322 91,535 28% NJ 53,264 21,617 41%
CcOo 18,878 5,530 29% NM 5,074 1,845 36%
CT 20,414 8,125 40% NY 78,535 25,842 33%
DE 4,815 2,061 43% NC 27,769 11,249 41%
DC 2,550 892 35% ND 227 74 33%
FL 179,136 59,506 33% OH 31,419 12,532 40%
GA 52,391 20,145 38% OK 3,738 1,621 43%
GU 15 3 20% OR 15,896 4,997 31%
HI 5,494 1,603 29% PA 34,304 14,464 42%
D 5,195 1,738 33% PR 4,636 1,346 29%
IL 76,333 29,575 39% RI 7,356 2,890 39%
IN 14,378 5,956 41% SC 14,216 5,677 40%
IA 3,698 1,611 44% SD 525 189 36%
KS 3,644 1,479 41% TN 16,192 7,094 44%
KY 5,870 2,458 42% X 41,599 15,989 38%
LA 9,276 4,174 45% ur 11,755 3,785 32%
ME 4,393 1,823 41% VT 1,360 508 37%
MD 47,539 18,130 38% Vi 13 4 31%
MA 35,093 12,926 37% VA 33,204 11,569 35%
M 40,480 14,487 36% WA 30,506 10,019 33%
MN 21,810 8,158 37% wv 2,035 843 41%
MS 5,719 2,664 47% W 14,255 6,023 42%
MO 15,083 6,541 43% WY 687 251 37%
Total 1,441,295 503,342 35%

Notes: Includes GSE and non-GSE modifications, excludes permanent modifications paid off.

Source: Treasury, “HAMP 1MP: Program Volumes Supplemental - Tier 1: State - June 2016,” accessed 7/20/2016.
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HAMP Tier 2

Effective June 1, 2012, HAMP Tier 2 modifies mortgages of non-owner-occupied
“rental” properties that are tenant-occupied or vacant, and for homeowners

with a wider range of debt-to-income situations.” The 60 participating servicers
attempt to obtain a monthly payment that is between 25 - 42% of the homeowners
monthly income by adjusting the interest rate, remaining term, and / or deferring or
forgiving portion of the outstanding balance.

Treasury has paid $844 million in TARP funds for 172,630 HAMP Tier 2
permanent modifications, 134,567 of which remain active.®® Approximately 25,584
of homeowners in active HAMP Tier 2 permanent modifications were previously in
HAMP Tier 1 permanent modifications.®!

FIGURE 4.5

HAMP PERMANENT MODIFICATION STARTED BY QUARTER AND TIER, AS OF
6/30/2016
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Sources: Treasury, HAMP 1MP Programs Volumes Supplemental — Modification Effective Month by Tier — June 2016,
accessed 7/20/2016.

As shown in Figure 4.5, HAMP Tier 2 activity has increased relative to HAMP
Tier 1 over the past few years. During the last 12 months 56,076 homeowners
obtained HAMP Tier 2 modifications compared to 44,554 homeowners that
received HAMP Tier 1 modifications in that period.

HAMP Tier 2 mortgage modification activity and property occupancy status is
shown in Table 4.12.
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TABLE 4.12
HAMP TIER 2 FIRST LIEN MODIFICATION ACTIVITY AND OCCUPANCY STATUS, AS OF 6/30/2016
Trials

Trials Trials Trials Converted Permanents Permanents Permanents
Property Type Started Cancelled Active Permanent Disqualified Paid-Off Active
Borrower
Occupied 190,095 13,529 13,893 162,673 33,693 2,299 126,602
Tenant Occupied 10,341 683 977 8,681 1,570 157 6,954
Vacant 1,519 125 118 1,276 240 25 1,011
Total 201,955 14,337 14,988 172,630 35,503 2,481 134,567

Source: Treasury, “HAMP 1MP Program Volumes — Tier 2 Property Type — June 2016,” accessed 7/20/2016.

According to Treasury data, of the 201,955 HAMP Tier 2 trial mortgage
modifications started, 10,341 (5%) were for tenant-occupied properties (as
represented by homeowner at time of application), and 1,519 (1%) were for vacant
properties.®? In the quarter ending June 30, 2016, 13,917 Tier 2 trials were started
(down from 14,345 in the preceding quarter), 14,031 trials converted to permanent
modifications (up from 13,871 in the preceding quarter), and 4,729 Tier 2
modifications redefaulted (up from 3,890 in the preceding quarter). As of June 30,
2016 there were 14,988 homeowners active in HAMP Tier 2 trial modifications,
compared to 16,006 at the previous quarter end.*

Streamline HAMP

Streamline HAMP, a relatively new program announced in July of 2015 and
launched on January 1, 2016, and is designed to help more homeowners
obtain assistance through HAMP. It does so by minimizing the documentation
requirements and eliminating the income restrictions that led to millions of
homeowners being rejected from HAMP. Through June 30, 2016, 27,788
homeowners had started Streamline HAMP trial modifications, of which 7,699
have obtained permanent modifications.

Home Affordable Unemployment Program (“UP”)

Eligible unemployed homeowners not more than 12 months delinquent can have
their mortgage payments, for up to 12 months, temporarily postponed or reduced
to no more than 31% of their monthly gross income (including unemployment
benefits).** Upon completing such plans, servicers must evaluate for and offer
eligible borrowers a HAMP trial, wherein any payments missed before or during
the UP forbearance plan are added on the principal before the loan is modified.
Alternatively, servicers may skip HAMP UP and offer eligible homeowners a
HAMP trial period plan instead, based upon the servicer’s judgment.

Only 45,892 homeowners obtained a UP forbearance plan—less than one-
third of the 174,712 homeowners who applied.** As of May 31, 2016, 1,507
homeowners (just over 3% of those who had ever started an UP plan) were active in
the program.®

For more information on HAMP UP,
see 'Home Affordable UP: A Highly
Underutilized Program,”in SIGTARP’s
October 2014 Quarterly Report, pages
136-137, and SIGTARP’s October
2013 Quarterly Report, pages 95-96.
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TABLE 4.13
CUMULATIVE HOMEOWNER HAMP UP ACTIVITY, AS OF 5/31/2016
Dec. Dec. Dec. Dec. Dec. Dec. May
2010 2011 2012 2013 2014 2015 2016
Homeowners
Requesting UP 24,402 66,842 98,270 125,557 145,622 167,794 174,712
Assistance?

o Forbearance Pans g 61 18,403 30525 38445 42142 44990 45892

Completed UP
Forbearance Plans®

584 8,835 14,583 20,250 22,628 24,145 24,598

éf;l'q"seUPF"rbeara”“e 5967 6113 7786 5482 3671 1548 1507

Notes:

2 “Homeowners Requesting UP Assistance” is the sum of “Total UP Forbearance Plans Started” and “Total UP Forbearance Requested
& Denied” as reported by Treasury.

® Under Treasury guidance, “completed” UP plans include situations where the “forbearance plan term (including any extensions) have
expired, where the borrower has been re-employed, or where the borrower has moved into another forbearance plan, such as a
Federal Declared Disaster (FDD) or Hardest Hit Fund plan.”

Source: Treasury, Home Affordable Unemployment Program Non-GSE Forbearance Plans Worksheets, various dates.

As shown in Table 4.13, as of May 31, 2016, approximately half (53.5%, or
24,598) of homeowners completed their UP forbearance plan successfully, while
44%, or 19,787 fell out of UP.*” According to Treasury data, about one in five
homeowners who started an UP plan went into HAMP.®® Servicer participation in
UP is voluntary—there is no TARP funding for UP, and HAMP servicers are not
paid for participating—which may in part explain the program’s low utilization.
Through May 31, 2016, only 3,747 of the homeowners who obtained UP
assistance had previously been in a HAMP modification.®

Home Affordable Foreclosure Alternatives (“HAFA”)

Treasury has paid $1.2 billion through HAFA to encourage short sales or deeds-
in-lieu of foreclosure as alternatives to foreclosure.”® Under HAFA, if the servicer
forfeits the ability to pursue the homeowner if the proceeds are less than balance of
the mortgage then Treasury pays servicers up to $1,500, and reimburses investors
up to $8,000 for a portion (currently two-thirds) of payments made to subordinate
lienholders.” HAFA may be used to help prevent foreclosures on primary
residences, investment properties, or second/vacation homes.

“Relocation” assistance may be paid when homeowners or tenants residing in
the property vacate it. In October 2014, Treasury increased this payment from
$3,000 to $10,000. Some homeowners may participate in HAFA, even if they stay
in the house as a renter or buyer, but will not receive relocation assistance.®?
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Through June 30, 2016, HAFA has assisted 223,991 homeowners,
approximately 208,992 with short sales and 14,999 with deed-in-lieu
transactions.”® According to Treasury’s data, in the twelve months ended June 30,
2016, just 19,588 HAFA transactions have been completed, down from 27,964 in
the twelve months ended June 30, 2015.

FIGURE 4.7
HAFA TRANSACTION ACTIVITY, AS OF JUNE 30, 2016
250,000
217,464 223,991
200,000 190053 _e==—=""""7
163,39_5_—""
150,000 e
117655 .=~
100,000 -~

50,000

2010 2011 2012 2013 2014 2015 2016
B Annual Transactions

== Cumulative Transactions

Source: Treasury, HAFA Program Inventory — Loan Agreement Issue Month — June 2016," accessed 7/20/2016.

FIGURE 4.6

HAFA TRANSACTIONS BY TYPE,
AS OF JUNE 30, 2016
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7/20/2016.
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Housing Finance Agency Hardest Hit Fund (“HHF")

In February 2010, the Administration launched the Housing Finance Agency
Innovation Fund for the Hardest Hit Housing Markets (“Hardest Hit Fund” or
“HHF”) to use TARP funds for “innovative measures to help families in the states
that have been hit the hardest by the aftermath of the housing bubble.”* HHF was
originally estimated to help about 550,000 homeowners avoid foreclosure but has
only assisted less than half that number, 256,361 homeowners. This TARP-funded
housing support program was to be developed and administered by state housing
finance agencies (“HFAs”) in 18 states and the District of Columbia with Treasury’s
approval and oversight.””" Treasury picked states that it deemed to have significant
home price declines and high unemployment rates. Up until 2013, HHF was
largely a program to provide Federal funds to unemployed and underemployed
homeowners to help pay their mortgage. However, in 2013, Treasury began
allowing the first of seven state HFAs to use existing HHF dollars to demolish
vacant and abandoned homes to help neighboring homeowners under a new Blight
Elimination Program.

In February 2016, Treasury announced that $2 billion in TARP funds would
be reallocated to HHF, increasing the total HHF amount from $7.6 billion to
$9.6 billion.?® The new $2 billion in funds were awarded to HHF states in two
phases. In the first phase, $1 billion was allocated using a formula based on state
population and the state’s ultilization of their existing HHF funds. In this first
phase, allocations were made to 18 of the 19 HHF states; only Alabama did not
receive additional funds. In the second phase, states were awarded a portion of the
second $1 billion funds based on application. Fourteen HHF states applied for
additional funds and 13 HHF states were allocated funds from this second phase.
Only one state, Georgia, applied for funds in the second phase and was not
awarded funding.®”

As of March 31, 2016, 73.6% of the HHF funds spent by state HFAs went to
unemployment assistance, including to help pay past-due amounts on a mortgage.’
As SIGTARP found in its April 2012 audit, these were the only types of assistance
for which the Government sponsored enterprises (“GSE”s) previously directed

8

servicers to participate. The additional HHF assistance provided to homeowners
can be broken down to 21.8% for mortgage modification assistance, including
principal reduction assistance, 0.4% for second-lien reduction assistance, and 0.1%
for transition assistance.”

As of March 31, 2016, five state HFAs (Michigan, Ohio, Indiana, Illinois and
South Carolina) had spent $163.5 million (up from $135.1 million as of the prior
quarter) to demolish 11,166 properties under the Blight Elimination Program,
representing 3% of all HHF expenditures. According to information reported
to Treasury by those five state HFAs as of March 31, 2016 (the only ones to
report HHF demolition activity to Treasury), HHF Michigan had spent $130.4

VI Participating HFAs in HHF are from: Alabama, Arizona, California, Florida, Georgia, lllinois, Indiana, Kentucky, Michigan, Mississippi,
Nevada, New Jersey, North Carolina, Ohio, Oregon, Rhode Island, South Carolina, Tennessee, and Washington, DC. According
to Treasury, as of June 30, 2016, there were 80 active HHF programs run by the 19 state HFAs. As of June 30, 2016, lllinois,
Kentucky, Michigan, New Jersey, Oregon, Ohio, Rhode Island, Tennessee and Washington D.C. had stopped accepting new
applications except under select programs. Kentucky and Michigan reopened their application portals during this period.”
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million (79.7% of all Blight spending) to demolish 8,531 properties, HHF Ohio
spent $24.9 million (15.2% of all Blight spending) to demolish 2,009 properties,
and HHF Indiana spent $7.5 million (4.6% of all Blight spending) to demolish
590 properties. HHF Illinois spent $267,254 (0.2% of all Blight spending) to
demolish 10 properties and HHF South Carolina spent $461,345 (0.3% of all
Blight spending) to demolish 26 properties.'® Four states reported spending $40.9
million representing 0.8 percent of all HHF assistance provided, to assist 3,323
homebuyers under its down payment assistance programs. These included: HHF
Florida, HHF Illinois, HHF Kentucky and HHF North Carolina. Florida has spent

$19.2 million, less than 0.4% of all HHF expenditures, to assist 1,296 homebuyers.

Illinois has spent $8.4 million, less than 0.2% of all HHF expenditures, to assist
1,119 homebuyers under its down payment assistance program. Kentucky has
spent $7.0 million (less than 0.2 % of all HHF expenditures), assisting 486
homebuyers, and North Carolina has spent $6.3 million, (less than 0.2% of all

101

HHF spending) to assist 422 homebuyers.

Homeowner Assistance in HHF Programs
In the beginning of 2011, state HFAs collectively estimated that they would help
546,562 homeowners with HHF.'%* Since then, with Treasury’s approval, state
HFAs have reduced that to 302,989 homeowners (243,573 fewer homeowners
than they estimated helping with HHF in 2011, a reduction of 45%).'% According
to Treasury, as of March 31, 2016, state HFAs had spent $4.8 billion to help
256,361 individual homeowners. For the quarter ended March 31, 2016 alone,
states spent $182.7 million to help 7,746 homeowners.'** Five state HFAs have
reduced their estimates by more than 50%: Illinois (53% reduction), Florida (64%
reduction), Nevada (66% reduction), Rhode Island (74% reduction), and Michigan
(83% reduction). Homeowners may be counted more than once if they receive
assistance from multiple HHF programs.

Table 4.14 provides each state HFA's 2011 estimate of the number of
homeowners it projected it would help, its current estimate and the percentage
decrease in actual number of homeowners helped, as of March 31, 2016.¥

vii Program participation and homeowners assisted data does not take into account the status of the mortgage (i.e., active, delinquent,
in foreclosure, foreclosed, or sold) of homeowners who received TARP-funded HHF assistance.

For more information on HHF,

see: SIGTARP's April 12, 2012,

audit report, “Factors Affecting
Implementation of the Hardest Hit
Fund Program,” and SIGTARPs July
2014 Quarterly Report, “Treasury
Should Use HAMP and HHF Together
to Help as Many Homeowners as
Possible Avoid Foreclosure,” pages

277-290.
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TABLE 4.14

HHF HOMEOWNER ASSISTANCE ESTIMATES, AS OF 3/31,/2016

Current Estimate Percentage

State 2011 Estimate as of 3/31/2016 Decrease
Alabama 13,500 7,100 47%
Arizona 10,542 6,263 41%
California 101,337 73,800 27%
Florida 106,000 37,800 64%
Georgia 18,300 12,800 30%
llinois 27,000 13,500 50%
Indiana 16,257 10,184 37%
Kentucky 13,000 8,241 37%
Michigan 49,422 8,542 83%
Mississippi 3,800 3,500 8%
Nevada 23,008 8,026 65%
New Jersey 6,900 6,845 1%
North Carolina 21,280 19,619 8%
Ohio 63,485 41,201 35%
Oregon 13,295 15,150 —
Rhode Island 13,125 3,413 74%
South Carolina 34,100 18,350 46%
Tennessee 11,211 7,355 34%
District of Columbia 1,000 1,300 —
Total 546,562 302,989 45%

Note: As of 3/31/2011, states estimated assisting 546,562 homeowners, the peak quarterly aggregate estimate for HHF states.
Since 2011, Oregon and District of Columbia have increased their estimates.

Source: Treasury, “Hardest Hit Fund, Archived Program Information, Participation Agreements and Initial Program Guidelines,” no date,

www.treasury.gov/initiatives/financial-stability/TARP-Programs/housing/hhf/Pages/Archival-information.aspx, accessed 7/5/2016;
SIGTARP analysis of HFA participation agreements and amendments.

HHF Assistance for At-Risk Homeowners: State by State HHF

Performance
For more information on the Fewer than half of all homeowners who sought HHF assistance from their state
challenges facing homeowners seeking HFA have gotten it, based on a national average as of March 31, 2016 (the

HHEF assistance, see SIGTARP's
special report, “Homeowners Have

Struggled with Low Admission Rates
and Lengthy Delays in Getting Help HHF assistance, the number of homeowners who received assistance, and the

latest data available): only 43% of homeowners who requested HHF assistance
were admitted.'”® Table 4.15 shows the number of homeowners who applied for

from TARP's Second-Largest Housing homeowner admission rate for each participating state HFA, as of March 31, 2016.
Program—the Hardest Hit Fund,” in
its October 28, 2015 Quarterly Report
(pages 107-121).
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TABLE 4.15
HHF HOMEOWNER ADMISSION RATE BY HHF STATE, PROGRAM TO DATE, AS OF
3/31/2016
Homeowners

Homeowners That Received Homeowner
State That Applied Assistance Admission Rate
Florida 121,747 25,588 21.0%
Alabama 19,348 4,597 23.8%
Arizona 17,400 4,350 25.0%
Georgia 26,272 7,814 29.7%
Nevada 14,392 5,382 37.4%
California 143,425 58,848 41.0%
Oregon 28,347 11,785 41.6%
South Carolina 25,149 10,732 42.7%
New Jersey 13,767 6,057 44.0%
Michigan 62,193 30,682 49.3%
Rhode Island 4,833 3,075 63.6%
Mississippi 5,767 3,685 63.9%
North Carolina 32,510 21,663 66.6%
Kentucky 11,929 8,042 67.4%
llinois 20,511 14,034 68.4%
Ohio 34,779 24,533 70.5%
Tennessee 9,352 7,355 78.6%
Indiana 9,245 7,432 80.4%
District of Columbia 872 707 81.1%
Total 601,838 256,361

Sources: Treasury's Q1 2016 Quarterly Performance Reports, accessed from Treasury's Hardest Hit Fund — State by State
Information website, www.treasury.gov/initiatives/financial-stability/TARP-Programs/housing/Pages/Program-Documents.aspx,
accessed 7/5/2016; Treasury, “HFA Aggregate Quarterly Report Q1 2016,” no date, www.treasury.gov/initiatives/financial-stability/
reports/Documents/HFA%20Aggregate%20Q12016%20Report.pdf, accessed 7/5/2016.

Of the homeowners who applied for HHF assistance from their state HFA,
more than one quarter (26%) had their applications denied as of March 31,
2016.1% Table 4.16 shows the number of homeowners who applied for HHF
assistance, the number of homeowners whose applications were denied, and the

homeowner denial rate for each participating state HFA, as of March 31, 2016.
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TABLE 4.16
HHF HOMEOWNER DENIAL RATE BY HHF STATE, PROGRAM TO DATE, AS OF
3/31/2016
Homeowners

Homeowners Denied Homeowner
State That Applied Assistance Denial Rate
Arizona 17,400 11,789 67.8%
New Jersey 13,767 7,398 53.7%
Georgia 26,272 10,444 39.8%
South Carolina 25,149 8,681 34.5%
Rhode Island 4,833 1,425 29.5%
Michigan 62,193 18,137 29.2%
California 143,425 40,180 28.0%
Florida 121,747 31,474 25.9%
Mississippi 5,767 1,406 24.4%
Nevada 14,392 3,150 21.9%
Illinois 20,511 4,167 20.3%
North Carolina 32,510 6,000 18.5%
Kentucky 11,929 2,093 17.5%
District of Columbia 872 133 15.3%
Ohio 34,779 4,881 14.0%
Tennessee 9,352 1,300 13.9%
Alabama 19,348 1,857 9.6%
Oregon 28,347 2,158 7.6%
Indiana 9,245 571 6.2%
Total 601,838 157,244

Sources: Treasury's Q1 2016 Quarterly Performance Reports, accessed from Treasury's Hardest Hit Fund — State by State
Information website, www.treasury.gov/initiatives/financial-stability/TARP-Programs/housing/Pages/Program-Documents.aspx,
accessed 7/5/2016; Treasury, “HFA Aggregate Quarterly Report Q1 2016,” no date, www.treasury.gov/initiatives/financial-stability/
reports/Documents/HFA%20Aggregate%20Q12016%20Report.pdf, accessed 7/5/2016.

As of March 31, 2016, more than one-quarter (28%) of homeowners who
applied for HHF assistance from their state HFA had withdrawn from the
application process or had their applications withdrawn by their HFA.!%® Table 4.17
shows the number of homeowners who applied for HHF assistance, the number of
homeowners whose applications were withdrawn, and the homeowner withdrawal
rate for each participating state HFA, as of March 31, 2016.'”
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TABLE 4.17
HHF WITHDRAWN HOMEOWNER APPLICATIONS BY HHF STATE, PROGRAM TO
DATE, AS OF 3/31/2016
Homeowner

Homeowners Applications Homeowner
State That Applied Withdrawn Withdrawal Rate
Alabama 19,348 12,435 64.3%
Oregon 28,347 14,391 50.8%
Florida 121,747 51,256 42.1%
Nevada 14,392 5,783 40.2%
Georgia 26,272 7,401 28.2%
California 143,425 40,192 28.0%
South Carolina 25,149 5,102 20.3%
Michigan 62,193 12,408 20.0%
Ohio 34,779 5,365 15.4%
North Carolina 32,510 4,211 13.0%
llinois 20,511 2,198 10.7%
Kentucky 11,929 1,275 10.7%
Indiana 9,245 947 10.2%
Mississippi 5,767 496 8.6%
Tennessee 9,352 697 7.5%
Rhode Island 4,833 333 6.9%
Arizona 17,400 1,127 6.5%
District of Columbia 872 27 3.1%
New Jersey 13,767 139 1.0%
Total 601,838 165,783

Sources: Treasury's Q1 2016 Quarterly Performance Reports, accessed from Treasury's Hardest Hit Fund — State by State
Information website, www.treasury.gov/initiatives/financial-stability/TARP-Programs/housing/Pages/Program-Documents.aspx,
accessed 7/5/2016; Treasury, “HFA Aggregate Quarterly Report Q1 2016,” no date, www.treasury.gov/initiatives/financial-stability/
reports/Documents/HFA%20Aggregate%20Q12016%20Report.pdf, accessed 7/5/2016.
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States’ TARP Allocations and Spending for HHF

Of the $9.6 billion in TARP funds available for HHF, as of June 30, 2016, state
HFAs collectively had drawn down $6.6 billion (69%), up from $6.4 billion

in the prior quarter. As of March 31, 2016, 73.6% of HHF funding went to
unemployment assistance.''® However, as of March 31, 2016, the latest date for
which detailed spending data is available from the state HFA Quarterly Financial
Reports, which are one quarter behind,'" only $4.8 billion had been spent on
direct assistance to 256,361 individual homeowners; five state HFAs had spent
another $163.5 million on blight elimination (which does not directly assist
individual homeowners); four state HFAs had spent $40.9 million to provide 3,323
homebuyers with down payment assistance. As of March 31, 2016, HHF states
had also spent $626.4 million in HHF funds on administrative expenses, held
$890.4 million as unspent cash-on-hand, and had an aggregate of $3.2 billion
remaining in undrawn funds available for HHE.""' See Table 4.18 for more detail
on administrative expenses.

viii The HFA Quarterly Financial Reports reconcile each type of cash disbursement to funds drawn from Treasury, reporting all expenses
based on actual cash disbursements. Cash-on-hand may also include lien recoveries and borrower remittances.
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TABLE 4.18 FIGURE 4.8
HHF ADMINISTRATIVE EXPENSES AS A PERCENTAGE AGGREGATE EXPENDITURES,
OF TOTAL ALLOCATION, AS OF 3/31/2016 BY PROGRAM CATEGORY
PROGRAM THROUGH MARCH 31, 2016
Percentage
Administrative of Total HHF
State Expenses Allocation
Alabama $9,540,311 6%
Arizona 20,940,229 7%
California 136,598,688 6%
Florida 61,393,953 5%
Georgia 26,813,686 7%
[llinois 35,067,826 5%
1 0,
Indiana 26,016,641 9% B Unemployment ($2,912,048,751)
)
Kentucky 14,379,585 % PastDue Payment ($767,346,412)
Michigan 32,938,038 4% Transition ($6,805,624)
Mississippi 11,001,017 8% Modification ($1,090,407,747)
Nevada 16,576,500 8% Second-Lien Reduction ($18,893,983)
New Jersey 24,792,885 6% M Blight Elimination ($163,538,303)
North Carolina 60,749,760 9% B Homebuyer Assistance ($40,914,627)
Ohio 51,239,768 7%
Source: State HFA Quarterly Performance Reports as
Oregon 35,872,328 11% of March 31, 2016, available via hyperlink from
Treasury, “Hardest Hit Fund: State-By State
Rhode Island 8,723,000 8% Information”; www.treasury.gov/initiatives /financial-
stability/TARP-Programs/housing/Pages/Program-
. 0, D ts. . d 7/1/2016; Ti 2
South Carolina 30,887,767 10% roaponee 15 SCTARP cats ot /572016, "
Tennessee 19,309,000 6%
Washington, DC 3,525,905 12% For more information on the Blight
Total $626,366,887 7% Elimination Program, please see “The
Note: Administrative expenses are as reported on the states Quarterly Financial Reports. Update on the Hardest Hit Funds

, Blight Elimination Program” on pages
Source: Treasury, response to SIGTARP data call, 7/5/2016; Treasury, Housing
Transactions Report, 6/28/2016. 150-169.

For more information on HHF
homebuyer assistance, please see pages
145-149.

Treasury approves state HFAs’ allocation of their available HHF funds
to specific HHF programs in each state, documented in HHF participation
agreements entered into between the state HFA and Treasury, and the state HFAs
then commit and disburse those funds. Treasury approves each HFAs allocation of
HHF funds among such HFA's HHF programs and Treasury must also approve any
additional change to a HFA's HHF allocation.

Figure 4.9 shows state allocations, and unspent and spent funds by dollar
volume and percentage of TARP funds for HHF by percent, as of March 31, 2016,
the most recent figures available.
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FIGURE 4.9
HARDEST HIT FUNDS UNSPENT BY STATE HFAS, AS OF 3/31/2016
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Note: State spending figures from each state’s Quarterly Financial Report are as of March 31, 2016, the most recent available. Spent funds include
the following expenditures: program and administrative expenses, blight elimination, and homebuyer assistance. Unspent funds is derived from the
state’s total HHF allocation minus spent funds and includes cash on hand.

Source: Treasury, response to SIGTARP data call, 7/5/2016; Treasury, Transactions Report-Housing Programs, 6/28/2016.
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TREASURY OPENS TARP TO HOMEBUYERS

APPROVES DOWN PAYMENT ASSISTANCE TO “FIRST-TIME” HOMEBUYERS

Beginning in April 2015, Treasury began approving the use of TARP's HHF funds
to provide down payment assistance to homebuyers (“‘Homebuyer Assistance”),
not just homeowners, starting with HHF Florida, which reallocated $108.4
million of its HHF funds to its Down Payment Assistance Program.!!2* Although
Treasury had previously rejected a similar proposal from HHF Florida in 2010,
Treasury officials told SIGTARP the 2015 proposal was more narrowly focused
on preventing foreclosures and took into consideration the state’s declining
unemployment rates.

Since approving HHF Florida's request, Treasury has approved five additional state
housing finance agencies (“HFAs”) to reallocate a total of $341.8 million in HHF
funding to Homebuyer Assistance as of June 30, 2016: HHF lllinois (S73 million),
HHF North Carolina (560 million), HHF Kentucky ($24.3 million), HHF Rhode Island
(S4.7 million), and HHF Arizona ($71.4 million). HHF Florida reported to Treasury
that it had provided an average of $14,837 in Homebuyer Assistance to 1,296
homebuyers as of March 31, 2016 (HHF data on file with Treasury is one quarter
behind). As of March 31, 2016, lllinois has reported providing $8.4 million in
assistance to 1,119 homebuyers (an average of $7,500 per homebuyer).113

HHF North Carolina provided $6.3 million of assistance to 422 homebuyers, (an
average of $15,000 per homebuyer), while Kentucky spent $7 million assisting
486 homebuyers (an average of $14,328 per homebuyer). On June 1, 2016,
four states, lllinois, Rhode Island, North Carolina and Kentucky, received Treasury
approval for increased allocations to Homebuyer Assistance, of $35 million,

$2 million, $30 million, and $8.75 million, respectively, to their Down Payment
Assistance programs.!#

Through Homebuyer Assistance, homebuyers can receive a one-time payment
ranging from up to $7,500 to up to $20,000 for down payment and closing costs
for their property purchase.

Treasury’s approval of Homebuyer Assistance further changes HHF's use. As with
Treasury's previous expansion of HHF to include the demolition of vacant and
abandoned properties (blight elimination), Homebuyer Assistance represents a

shift away from providing direct assistance to individual homeowners at risk of For more on SIGTARP'
. . f f . . Recommendations to Treasury, see
losing their homes. TARP for the first time now assists homebuyers rather than SIGTARP July 2015 Quarterly

at-risk homeowners. As with blight elimination, this new use of TARP and the Report, pages 58-63 and 396-399.
design of the assistance present vulnerabilities to fraud, waste, and abuse. And,
as with blight elimination, SIGTARP promptly recommended to Treasury steps to
strengthen TARP against those vulnerabilities, and to facilitate effective oversight.

ix Funding was reallocated from Florida’s unemployment assistance and reinstatement assistance programs.
X SIGTARP, Letter to Treasury, 5/19/2015 (reprinted at SIGTARP, Quarterly Report to Congress, July 29, 2015, Appendix K).
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“First-Time Homebuyers”

Although Treasury’s public statements about this TARP assistance claim it is

for first-time homebuyers, it is not limited to those purchasing their first home.
Instead, HHF Homebuyer Assistance piggy-backs on existing, non-HHF homebuyer
programs in each of the six states. For Homebuyer Assistance, a “first-time
homebuyer” is generally defined as someone who has not owned their primary
residence in the past three years (unless they qualify for a specific veteran’s or
other eligibility exception).

According to Treasury, each of the state HFAs will target this assistance to
homebuyers in counties hit hard by the housing crisis (as measured by mortgage
delinquencies, foreclosures, negative equity, short- and REO sales), and that had

a threshold level of new mortgage originations.!'®> HHF lllinois estimates helping
the largest number of homebuyers (9,733), while HHF Kentucky and HHF Rhode
Island project helping the fewest: 2,166 and 235 homebuyers, respectively. The
table below summarizes additional key features of Homebuyer Assistance in these

states.

Allocated Homebuyer Estimated
State HFA Program Approved TARP Funds Assistance Cap Homebuyers
Florida 4/21/2015 $108.4 million $15,000 7,230
Illinois 7/30/2015 $73 million $7,500 9,733
North Carolina 8/21/2015 $60 million $15,000 4,000
Kentucky 10/28/2015 $24.3 million $10,000 2,166
Rhode Island 11/24/2015 $4.7 million $20,000 235
Arizona 12/18/2015 $71.4 million $20,000* 4,261
Total $341.8 million 27,625

* The lesser of 10% of purchase price amount or $20,000.

Sources: Each state HFA's Commitment to Purchase Financial Instrument and HFA Participation Agreement and subsequent
amendments, various dates, accessed 7/5/2016; Treasury response to SIGTARP data call, 7/5/2016.

TARP Homebuyer Assistance is Not Limited to Low Income
Homebuyers

Treasury did not limit this TARP assistance to low income homebuyers.
Homebuyers with incomes up to nearly double the area median income in certain
states can receive these TARP funds. HHF Kentucky, for example, will provide
TARP assistance to homebuyers with up to 175% of area median income. HHF
Kentucky is not alone. HHF Arizona will provide TARP assistance to homebuyers
with incomes of up to one and a half times the state’s median income. The other
state HFAs will provide TARP assistance available to homebuyers with up to 140%
of area median income.”

xi Eligible firsttime homeowners must purchase their home using a 30-year fixed rate first mortgage loan that meets applicable FHA, VA,
. USDA-Rural Development, and Fannie Mae/Freddie Mac requirements.
Xl Homebuyers must also be “creditworthy,” with FICO scores exceeding specified minimums.
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HHF HOMEBUYER ASSISTANCE PROGRAM

Homebuyer Income Limit Homebuyer
State HFA (% of Area Median) Debt-to-Income Limit
Florida 140% 45%
Ilinois 140% 45%
North Carolina 140% 45%
Kentucky 175% 45%
Rhode Island 140% 43-45%
Arizona 150% 43-45%

Sources: Each state HFA's Commitment to Purchase Financial Instrument and HFA Participation Agreement and subsequent
amendments, various dates, accessed 7/5/2016.

TARP Homebuyer Assistance is Not Limited to Purchases of Low- or
Mid-Priced Houses, or of Existing Houses

Homebuyers may also qualify for Homebuyer Assistance when purchasing houses
that cost more than triple the median home price in participating states. For
example, HHF Kentucky makes Homebuyer Assistance available for purchases

of homes up to $294,000, compared to a median house price of $86,700 in
that state.!® Similarly, HHF Rhode Island’s guidelines allow a purchase price of
$407,195 (median house price: $133,000), and HHF Arizona allows Homebuyer
Assistance for purchases of homes costing up to $371,936—more than three
times that state’s median house price of $121,300.1'7 It is difficult to evaluate
the purchase price limits that apply to homebuyers in other HHF states, as those
limits are set by reference to the states’ non-HHF homebuyer program criteria,
and are not transparent and included in the state HFAs" agreements with Treasury.

Two state HFAs’ agreements with Treasury do not prohibit this TARP assistance
for properties that are newly constructed (HHF Kentucky and HHF Rhode
Island).!18xi Of the six state HFAs approved by Treasury to offer Homebuyer
Assistance under HHF, HHF Rhode Island is the only state to require that
Homebuyer Assistance be used to help first-time buyers of properties that

had previously suffered foreclosures, short sales, or receiverships via state or
municipal property disposition programs.

TARP Homebuyer Assistance Could Go to Real Estate Investors to Buy
Multifamily Properties

Treasury allows these TARP funds to be used to support real estate investment

in multifamily properties as long as the buyer occupies one unit as a primary
residence. HHF lllinois will provide TARP assistance for the purchase of properties
with up to 2 units, while HHF in Florida, North Carolina, Rhode Island and Arizona

i According to Treasury, Homebuyer Assistance will not be available in Florida to purchase newly constructed properties even though
Florida HFA's Participation Agreement does not explicitly prohibit it from doing so.
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will provide TARP assistance for the purchase of even larger, 2-4 unit structures.
HHF Kentucky explicitly limits TARP assistance to purchases of a single-family unit.

HHF DOWN PAYMENT ASSISTANCE PROGRAM

State HFA Multifamily Allowed New Construction Allowed*
Florida v (2-4 Units) X
Illinois v (1-2 Units) X
North Carolina v (2-4 Units) X
Kentucky X v
Rhode Island v (2-4 Units) v/
Arizona v (2-4 Units) X

* Provision of TARP assistance to purchase newly constructed properties is not explicitly excluded by the terms the respective HFA
Participation Agreement. According to Treasury officials, HHF Florida will not provide Homebuyer Assistance to purchase newly
constructed properties, even though its HFA Participation Agreement does not explicitly prohibit it from doing so.

Sources: Each state HFA's Commitment to Purchase Financial Instrument and HFA Participation Agreement and subsequent
amendments, various dates, accessed 7/5/2016.

Oversight and Preventing Fraud, Waste, and Abuse

Although piggy-backing on states’ existing non-HHF programs may provide
Treasury comfort that a particular state HFA has a program infrastructure in
place, existing state programs may not effectively protect against fraud, waste,
and abuse for a federal program. For effective TARP oversight, Treasury must
protect TARP programs. On May 19, 2015, SIGTARP sent a letter to Treasury
outlining potential vulnerabilities in this new type of HHF assistance and made
recommendations designed to help Treasury prevent fraud, waste, and abuse
and protect the program as strongly as possible. Strong protection starts with
Treasury monitoring down payment assistance activities, including requiring
detailed reporting and an up-to-date list of homebuyers receiving TARP funds
and their addresses. However, Treasury does not require this, and only requires
limited reporting on the assistance provided.

Requiring detailed reporting helps Treasury uncover risks associated with
improper TARP payments, commingling of funds and reporting (state and federal),
and fraud, waste, and abuse. For example, the program may be at risk if the

sale of a home is not at arm’s-length, such as if the buyer is related or affiliated
to the prior owner. Also, because the program provides for assistance to buy
multifamily homes up to four units (as long as one is a primary residence), this is
essentially providing TARP assistance to real estate investors, which raises other
risks to the program. There is also the risk that the homebuyer-landlord buys the
multi-unit property and evicts existing tenants living in the other units. As a result,
there is a risk that a program designed to keep people in their homes could be
used to force families out of their homes. Having the property addresses would
give Treasury the strongest independent oversight check to ensure the program is
protected.
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Where TARP assistance targets certain homebuyers, requiring a homebuyer

to certify to requirements such as limited income, firsttime buyer status, and
primary residence, under penalty of law using one consistent federal certification
could deter a homebuyer from falsifying documents, and provide a strong remedy
for enforcement. SIGTARP proposed language for this certification. Controls

are also needed to ensure applicants are first-time buyers. Treasury should also
protect its own right to the return of TARP funds if the homebuyer sells the home
while HHF has a lien (for 5 years in Florida) by requiring information on which
homebuyers and homes are involved. By sponsoring in-person events, Treasury
protects against internet scams SIGTARP has investigated in HAMP, while arming
homebuyers with accurate and complete information from a trusted source.

SIGTARP also recommended that Treasury conduct comprehensive planning to
facilitate effective oversight. Risks exist if Treasury defers to a state agency with
an existing non-HHF program and assumes that, beyond federal dollars and follow-
up compliance spot-testing, Treasury's work or help is not needed or required.
Treasury should ensure that state HFAs are ready for and can effectively handle
what is required in a TARP program, which it cannot do with limited monitoring.

Also, Treasury allowed this use of TARP after researching a TARP required
nexus—specific decreases in foreclosure rates resulting from higher home prices.
Treasury should hold itself and state HFAs accountable to meeting these targets
(or other targets it creates), and reporting on whether the program is on track in
each state to meet this nexus. Otherwise, how will Treasury or the taxpayers who
fund TARP know if these specific dollars actually result in decreased foreclosures?
These TARP dollars were taken from programs that helped homeowners at risk of
foreclosure. Treasury should report on program performance by showing tangible
results that taking these specific TARP dollars away from homeowners and giving
them instead to homebuyers was worth it because it saved at-risk neighbors from
foreclosure.
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THE HARDEST HIT FUND'S BLIGHT ELIMINATION
PROGRAM TO DEMOLISH VACANT AND

ABANDONED HOMES

For more information on the Hardest
Hit Fund'’s Blight Elimination
Program, see SIGTARP’s April 21,
2015, Audit, “Treasury Should Do
More to Increase the Effectiveness of
the TARP Hardest Hit Fund Blight

Elimination Program.”

TARP's Hardest Hit Fund (“HHF") Blight Elimination Program, launched in mid-
2013,xv represents a significant shift in Treasury’s approach to the use of HHF
that now allows for substantial payments of TARP funds to cities, counties, land
banks, non-profit and for-profit partners, and other parties, including demolition
contractors, rather than to homeowners or to mortgage servicers to help keep
homeowners in their homes.

Treasury has approved seven state housing finance agencies (“HFAs”) to
participate in the Blight Elimination Program: Michigan, Ohio, Indiana, lllinois,
South Carolina, Alabama and, most recently, Tennessee,* by shifting TARP funds
from HHF homeowner assistance programs. As of June 30, 2016, Treasury had
approved the allocation of a total of over $791 million in TARP funds to this HHF
program to demolish and “green” vacant and abandoned single and multifamily
residential structures, which includes new allocations for five states; Michigan,
Ohio, lllinois, Alabama and Tennessee.® As of June 30, 2016, the HHF Blight
Elimination Program already represented approximately 50% of the total HHF
allocation in Michigan, 26% in Indiana, 22% in Alabama, 31% in Ohio, 11% in
South Carolina, 3% in Tennessee and 2% in lllinois.

BLIGHT ELIMINATION PROGRAM ALLOCATIONS, AS OF 6/30/2016

Allocation

Blight % of HFA's
State HFA (Millions) Total HHF
Michigan $381.2 50%
Ohio 238.0 31%
Indiana 75.0 26%
Ilinois 17.0 2%
Alabama 35.0 22%
South Carolina 35.0 11%
Tennessee 10.0 3%
Total $791.2

Sources: Each state HFA's Commitment to Purchase Financial Instrument and HFA Participation Agreement
and subsequent amendments, various dates, accessed 7/5/2016; Treasury response to SIGTARP data call,
7/5/2016.

This TARP program has great potential to help heal the ills of vacant and
abandoned properties in hard-hit communities, but only if it is not diverted from its
intended purpose, and is protected from fraud, waste, and abuse.

Xiv Treasury, Action Memorandum for Assistant Secretary Massad, Approval for HFA Hardest-Hit Fund Program Change Requests,
6/5/2013.

XV Tennessee Ninth Amendment to Commitment to Purchase Financial Instrument and HFA Participation Agreement, 9/29/2015,
www.treasury.gov/initiatives/financial-stability/TARP-Programs/housing/Documents/Redacted%209th%20Amendment%20t0%20
'HPA-%20Tennessee.pdf, accessed 7/5/2016.

XVI Treasury, response to SIGTARP data call, 7/5/2016.
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Effective oversight by Treasury is critical to protecting taxpayers, while allowing
state HFAs flexibility to tailor their HHF programs to suit local needs. SIGTARP
recommended that Treasury increase transparency, including publicizing blight
elimination activity on its website and requiring detailed quarterly accounting by
state HFAs on how TARP funds are spent reimbursing local partners for blight-
related activities. Tracking the program on a periodic basis, according to the audit
report, would allow Treasury and the HFAs to give guidance to the city, county,
and other partners that could allow for a greater impact for homeowners. Three
states with blight elimination programs amended their agreements with Treasury,
adopting a SIGTARP recommendation made and accepted by Treasury.

State HFAs’ Reported Blight Elimination Program Activity

Treasury requires state HFAs to report limited information on demolitions under
the HHF Blight Elimination Program on a quarterly basis. These reports, which
are one quarter behind, do not appear on Treasury's website, but are instead
hyperlinked to the state HFA websites. The following pages report on HHF Blight
Elimination Program activities (including demolitions) reported by individual state
HFAs, which in some cases continue to show zero or limited activity.

As of March 31, 2016, the latest available data, five state HFAs—those in
Michigan, Ohio, Indiana, as well as lllinois and South Carolina for the first time
are reporting demolitions to Treasury. As of that date, those participating state
HFAs reported that HHF blight elimination had funded the demolition and greening
of a total of 11,166 properties (up 20% from the 9,293 reported as of the prior
quarter), with one state HFA, HHF Michigan, accounting for 76% of the total
(8,531 properties).

As of March 31, 2016, both HHF Alabama and HHF Tennessee reported zero
demolitions, but Alabama did report that 12 structures were being reviewed for
demolition eligibility.
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HHF BLIGHT ELIMINATION
PROGRAM PARTNERS WHO
RECEIVE TARP FUNDS

11%

10%
1%

34%
—3%

B Non Profit Entities (125)
For Profit Entities (8)

M Individuals (105)
Cities/Counties (4)
Other Public Agencies (31)
Land Banks (34)

Source: State HFA responses to SIGTARP request.

BLIGHT ELIMINATION PROGRAM ACTIVITY, AS OF 3/31/2016

TARP Expenditures Properties Removed

State HFA Cumulative (Millions) Cumulative
Michigan $130.4 8,531
Ohio $24.9 2,009
Indiana $7.5 590
Illinois $0.3 10
Alabama $— 0
South Carolina $0.5 26
Tennessee S— 0
Total $163.5 11,166

Source: Each state HFA's Quarterly Performance Report as of 3/31/2016.

Taxpayers are entitled to transparency regarding how states are using these TARP
funds. The information currently available to the public through Treasury on the
use of these funds is scarce. SIGTARP is publishing on the following pages the
limited, basic information made available on HHF state websites that the state
HFAs reported to Treasury. Because these reports are one quarter behind (as of
March 31, 2016), and given how quickly the state HFAs are spending HHF Blight
Elimination Program funds, the reported information is supplemented with more
recent data and reports gleaned from other public sources.

SIGTARP reported in April 2015 that much of the decision-making and actual
blight elimination activities are in the hands of city or county land banks, non-
profits or for-profit partners, whose identities are unknown to Treasury. SIGTARP
recommended, among other things, that Treasury keep itself informed of the
critical activities taking place in this new program (including knowing the identities
of the program partners), and develop and implement appropriate oversight tools
as well as target outcomes for the program.

TARP Recipients

SIGTARP is also publishing a list for each HHF state of HHF Blight Elimination
Program partners who receive TARP funds and contract for the work to be done.
Partner information is based on information from state HFAs.
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MICHIGAN
Approved by Treasury: Q2 2013

Program Description: * “decreasing foreclosures and stabilizing neighborhoods through the
demolition and greening of vacant and abandoned single-family and multi-family structures in
designated areas across Michigan.”

Current Allocation: $381.2 Million (50% of total HHF Michigan allocation)

Eligibility: Single-family (1-4 units) and multi-family (4+ units) residential

Structure of Assistance: 0% 5-year loan secured by a lien on the property, forgiven at 20% per
year. If sold before that date, the balance is due to HHF.

Per Property Cap: $25,000; includes payoff of existing lien (if applicable), demolition costs, a
$500 one-time project management fee, and a $750 maintenance fee

Current HHF Estimate: 15,247 properties (based on HHF Michigan's $381.2 Million allocation, at
the full cap of $25,000 per property)

Cumulative Program Activity Reported by HHF Michigan (as of 3/31/2016):* *
Applications Received: 13,900
Denied: 0 (0%); Approved: 8,531 (61%); In Process: 3,886 (28%); Withdrawn: 1,483 (11%)
Total Assistance Provided: $130,364,016
Median Assistance Spent on Acquisition: SO
Median Assistance Spent on Demolition: $10,691
Median Assistance Spent on Greening:i  $2,700

As of March 31, 2016, HHF Michigan reported to Treasury that it had spent
$130.4 million (34% of the $381.2 million allocated to HHF Michigan for blight
elimination) to remove and green 8,531 properties. This is a 15% increase over
the 7,435 reported removed as of the fourth quarter of 2015. The average
cost was $15,281 per property (the average cost has increased $328 from the
$14,953 average cost through December 31, 2015.

XV??,WhiIe the median Assistance spent on Acquisition may be $0, there still may be actual acquisition expenses.

XVIll Prior to March 31, 2015, Michigan reported “site restoration expenses” as part of demolition costs, and reported “Median
Assistance Spent on Greening” as $S0. Beginning with the second quarter of 2015, Michigan began reporting the “Greening expense”
separately.
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MICHIGAN HHF BLIGHT ELIMINATION PROGRAM PARTNERS AND DEMOLITION ACTIVITY AS OF 3/31/2016**
Most Recent

Quarter Cumulative

Applications Submitted 5,154 13,900
Properties Demolished/Removed 1,096 8,531

Demolished in

Most Recent Demolished,

City/County Partner= Quarter Cumulative
Adrian Lenawee County Land Bank 0 0
Detroit Detroit Land Bank 844 5,382
Ecorse Wayne Metro Community Action Agency 10 10
Flint Genesee County Land Bank Authority 3 1,779
I[ronwood Gogebic County Land Bank 0 16
Grand Rapids I}flgrl;?tgtofuonrt{-ltﬁ"lnadni?gt Kent County 2 95
Hamtramck Michigan Land Bank Fast Track Authority 0 0
Highland Park Michigan Land Bank Fast Track Authority 0 0
Inkster Michigan Land Bank Fast Track Authority 0 0
Jackson John George Home, Inc. 40 44
Lansing Ingham County Land Bank Fast Track Authority 73 138
Muskegon City of Muskegon Heights 37 6l
Pontiac Michigan Land Bank 0 126
Port Huron Port Huron Neighborhood Housing Corporation 7 20
River Rouge Wayne Metro Community Action Agency 19 19
Saginaw Bridgeport Charter Township 61 841

City of Saginaw

2 Michigan Homeowner Assistance Nonprofit Housing Corporation (MHA).

*Michigan Homeowner Assistance Nonprofit Housing Corporation, Seventh, Tenth, Eleventh, Twelfth and Thirteenth Amendments to Agreement, 6/6/2013, 3/6/2015, 10/28/2015,
4/1/2016 and 6/1/2016.
**Michigan Homeowner Assistance Nonprofit Housing Corporation, Hardest Hit U.S. Treasury Reports, Quarterly Performance Report Q1 2016, no date.
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MICHIGAN HARDEST HIT FUND: HOMEOWNERS HELPED AND BLIGHTED PROPERTIES REMOVED AS REPORTED
BY QUARTER
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M Blight Elimination Program, Properties Removed == State Estimated Homeowner
B Other HHF Programs, Unique Homeowners Program Participation
Assisted

Note: Estimated program participation shows the estimated number of program participants over the life of the program. However, unique homeowners assisted are displayed on a
quarter to date basis. States report estimated participation individually for each HHF program they operate. Estimated program participation shows the aggregate estimate for each
state. Therefore, these totals do not necessarily translate into the number of unique households that the states expect to assist because some households may participate in more than
one HHF program.

Sources: Michigan Homeowner Assistance Nonprofit Housing Corporation, Hardest Hit U.S. Treasury Reports, Quarterly Performance Reports, Q1 2014 through Q1 2016, no date;
Michigan Homeowner Assistance Nonprofit Housing Corporation, Eighth through Eleventh Amendments to Agreements, 12/12/2013, 10/10/2014, 3/6/2015, and 10/28/2015.



156 SPECIAL INSPECTOR GENERAL | TROUBLED ASSET RELIEF PROGRAM

OHIO
Approved by Treasury: Q3 2013

Program Description: * “stabilize property values by removing and greening vacant and
abandoned properties in targeted areas to prevent future foreclosures for existing
homeowners.”

Current Allocation: $238.0 Million (31% of total HHF Ohio allocation)s

Eligibility: 1-4 unit residential properties, as well as “mixed use” properties*

Structure of Assistance: 0% 3-year loan secured by a lien on the property, forgiven at end of
term. If sold before that date, the balance is due to HHF.

Per Property Cap: $25,000; includes acquisition (if applicable), payoff of existing loan, approved
demolition, remediation and greening of the site, maintenance and administration for up to 3
years.

OH Estimate: 19,000 properties

Cumulative Program Activity Reported by HHF Ohio (as of 3/31/2016):* *
Applications Received: 2,312
Denied: 1 (0.04%); Approved: 2,009 (86.89%); In Process: 278 (12%); Withdrawn: 24 (1.04%)
Total Assistance Provided: $24,909,843

Median Assistance Spent on Acquisition: SO
Median Assistance Spent on Demolition: $8,200
Median Assistance Spent on Greening: $300

As of March 31, 2016, HHF Ohio reported that it had spent $24.9 million (10%

of the $238 million allocated to HHF Ohio for blight elimination as of June 30,
2016) to remove and green 2,009 properties. This is a 27% increase over the
1,588 properties reported as of the fourth quarter of 2015. The average cost
was $12,399 per property (5413 higher than the $11,986 average cost through
December 31, 2015). For the fourth consecutive quarter, HHF Ohio reported that
it demolished more properties (421) under the Blight Elimination Program than the
homeowners it assisted under all its other HHF programs combined (0).

Obtaining more current data is difficult because there is no source of
comprehensive data on properties removed, and participating cities and counties
do not publish separate data. HHF Ohio is one of two state HFAs that allows
“mixed use” properties to be demolished in their program, in addition to 1-4 unit
residential properties.

XIX Treasury, response to SIGTARP data call, 7/5/2016.
XX Neighborhood Initiative Guidelines, 2/6/2015, ohiochome.org/savethedream/documents/Neighborhoodlnitiative-Guidelines.pdf,
.accessed 7/8/2016.
XXI According to Ohio, prior to 12/1/2014, “site restoration expenses” were reported as demolition costs, but were reclassified as
“Greening” effective as of that date.
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OHIO HHF BLIGHT ELIMINATION PROGRAM PARTNERS AND DEMOLITION ACTIVITY AS OF 3/31/2016* *
Most Recent

Quarter Cumulative
Applications Submitted 705 2,312
Properties Demolished/Removed 421 2,009
Demolished in
Most Recent Demolished,
City/County Partner? Quarter Cumulative
Ashtabula Ashtabula County Land Reutilization Corporation 11 23
Belmont Belmont County Land Reutilization Corporation 0 0
Butler Butler County Land Reutilization Corporation 0 0
Clark Clark County Land Reutilization Corporation 5 10
Columbiana Columbiana County Land Reutilization Corporation 0 7
Cuyahoga Cuyahoga County Land Reutilization Corp. 122 1,128
Erie Erie County Land Reutilization Corporation 7 7
Fairfield Fairfield County Land Reutilization Corporation 7 7
Franklin Central Ohio Community Improvement Corp. 6l 127
Hamilton Hamilton County Land Reutilization Corporation 0
Jefferson Jefferson County Reutilization Corp. 4 6
Lake Lake County Land Reutilization Corp.
Lorain Lorain County Land Reutilization Corp. 0 0
Lucas Lucas County Land Reutilization Corp. 52 389
Mahoning Mahoning County Land Reutilization Corp. 23 72
Montgomery Montgomery County Land Reutilization Corp. 26 28
Portage Portage County Land Reutilization Corporation 0 2
Richland Richland County Land Reutilization Corp. 19 27
Stark Stark County Land Reutilization Corporation 43 57
Summit Summit County Land Reutilization Corp. 6 6
Trumbull Trumbull County Land Reutilization Corp. 27 104

2 Ohio Homeowner Assistance LLC.

* Ohio Homeowner Assistance LLC, Eleventh and Twelfth Amendments to Agreement, 12/18/2014, and 6/28/2016.
** Ohio Homeowner Assistance LLC, Save the Dream Ohio: Quarterly Reports, Quarterly Performance Report, Q1 2016, no date.
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OHIO HARDEST HIT FUND: HOMEOWNERS HELPED AND BLIGHTED PROPERTIES REMOVED AS REPORTED BY
QUARTER
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Note: Estimated program participation shows the estimated number of program participants over the life of the program. However, unique homeowners assisted are displayed on a
quarter to date basis. States report estimated participation individually for each HHF program they operate. Estimated program participation shows the aggregate estimate for each
state. Therefore, these totals do not necessarily translate into the number of unique households that the states expect to assist because some households may participate in more than
one HHF program.

Sources: Ohio Homeowner Assistance LLC, Save the Dream Ohio: Quarterly Reports, Quarterly Performance Reports, Q1 2014 through Q1 2016, no date; Ohio Homeowner Assistance
LLC, ninth through eleventh Amendment to Agreement, 12/12/2013, 2/27/2014, and 12/18/2014.
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INDIANA
Approved by Treasury: Q4 2013

Program Description:* “decrease foreclosures, stabilize homeowner property values and
increase neighborhood safety in communities across the state of Indiana through the demolition
and greening of vacant, abandoned and blighted residential properties.”

Allocation: $75 Million (26% of total HHF Indiana allocation)

Eligibility: Residential (non-commercialp*i

Structure of Assistance: 0% 3-year loan secured by a lien on the property, forgiven 33.3% per
year. If sold before that date, the balance is due to HHF.

Per Property Cap: $25,000; includes the costs of acquisition (if necessary), demolition and up to
$1,000/year for property stabilization for a period of 3 years.

IN Estimate: 3,000-5,000 properties (3,000 at the full cap of $25,000 per property)

Cumulative Program Activity Reported by HHF Indiana (as of 3/31/2016):* *
Applications Received: 3,078
Denied: 0 (0%); Approved: 590 (19%); In Process:*ii 2,488 (81%); Withdrawn: 0 (0%)
Total Assistance Provided: $7,535,845
Median Assistance Spent on Acquisition: $5,834
Median Assistance Spent on Demolition: $6,424
Median Assistance Spent on Greening: $1,845

As of March 31, 2016, HHF Indiana reported spending $7.5 million of its $75
million blight elimination allocation to remove 590 properties. Obtaining more
current data is difficult because there is no source of comprehensive data on
properties removed, and participating cities and counties do not publish separate
data.

XXI HHF Indiana’s program guidelines limit eligible properties to 1-4 units. Indiana Housing and Community Development Authority Blight
_Elimination Program, 1/2014.
XXl The cumulative number of applications still in process as of the reporting date is the cumulative “Total Number of Structures
Submitted for Eligibility Review” less the sum of the cumulative number approved, denied and withdrawn.
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INDIANA HHF BLIGHT ELIMINATION PROGRAM PARTNERS AND DEMOLITION ACTIVITY AS OF 3/31/2016**

Most Recent

Quarter Cumulative
Applications Submitted 2,808 3,078
Properties Demolished/Removed 320 590
Demolished in
Most Recent Demolished,
City/County Partner? Quarter Cumulative
. . Alexandria Redevelopment Commission
City of Alexandria Madison County Council of Governments 7 9
Anderson Redevelopment Commission
South Meridian Church of God
City of Anderson Bethesda Missionary Baptist Church 16 19
Habitat for Humanity of Madison County
Operation MOVE-In, LLC
City of Arcadia Curtis and Mary Parr 0 0
. Habitat for Humanity of Northeast Indiana
City of Auburn City of Auburn Redevelopment Commission 1 1
. . Austin Redevelopment Commission (ARC)
City of Austin Southern Indiana Housing & Community Development Corp. 0 0
City of Bicknell Bicknell Bulldog Development Corp. 0 0
City of Brazil Clay County Economic Redevelopment Commission 0 0
. . South Meridian Church of God
City of Coatesville National Road Heritage Tralil 1 1
City of Columbus ARA (Administrative Resources Association) 0 0
House of Ruth
City of Connersville Connersville Urban Enterprise Association U.E.A. 1 2
Whole Family Community Initiative, Inc
City of Delphi Habitat for Humanity of Lafayette, Inc. 0] 0]
City of Dunkirk Dunkirk Industrial Development Corp. 0 9
City of East Chicago East Chicago Department of Redevelopment 16 26
City of Elwood Elwood Redevelopment Commission 15 19
Rose Products, LLC dba as Comfort Homes
Community One, Inc.
Evansville Brownfields Corp.
Evansville Housing Authority
ECHO Housing Corporation
Full Gospel Mission
City of Evansville Gethsemane Church 3 48
Habitat for Humanity of Evansville, Inc.
HOPE of Evansville
JBELL Properties, LLC
Memorial Community Development Corporation
New Odyssey Investments, LLC
Ozanam Family Shelter Corp.
City of Fort Wayne Housing and Neighborhood Devt. Svcs, Inc. 19 57
City of Garrett Garrett State Bank 0 0
Broadway Area Community Development Corp.
- Fuller Center for Housing of Gary
City of Gary The Gary Redevelopment Commission 122 216
The Sojourner Truth House
City of Hammond United Neighborhoods, Inc. 1 3
Rosalie Adkins
City of Hartford Jay Dawson 11 11

Blackford Development Corp.
Community & Family Services

Continued on next page
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INDIANA HHF BLIGHT ELIMINATION PROGRAM PARTNERS AND DEMOLITION ACTIVITY AS OF 3/31/2016* * (CONTINUED)

Demolished in

Most Recent Demolished,
City/County Partner? Quarter Cumulative
CAFE
Near East Area Renewal
City of Indianapolis Near North Development Corporation 4 10
Riley Area Development Corporation
Renew Indianapolis
City of Knox Starke County Economic Devt. Foundation, Inc.
City of Kokomo Kokomo Community Development Corp. 9 9
. Lawrence/Fort Harrison Development Corporation dba
City of Lawrence Lawrence Community Development Corporation 1 1
City of Lebanon LLebanon Community Development Corporation 0 0
City of Logansport Logansport Municipal Building Corporation 6 9
City of Marion Marion Redevelopment Commission 1 41
City of Montpelier Blackford Development Corp 3 3
P Community & Family Services
. : Muncie Redevelopment Commission
Elyy i el Faith Builders 0 0
Healthy Communities of Henry County
. Interlocal Community Action Program, Inc.
City of New Castie New Castle Housing Authority 10 16
Westminster Community Center
City of Peru Miami County Master Gardener Association 0 0
City of Portland Community & Family Services 0 0
. . Habitat for Humanity of Greater Richmond, Indiana
City of Richmond Neighborhood Services Clearinghouse / /
. .. Redevelopment Commission of City of Rising Sun
City of Rising Sun RSOC Senior Citizen Housing Inc. 0 0
City of Rushville Southern Indiana Housing & Community Development Corp 7 7
City of Seymour Southern Indiana Housing & Community Development Corp 0 0
Near Northwest Neighborhood Inc.
City of South Bend South Bend Heritage Foundation, Inc. 16 23
Urban Enterprise Assoc. of South Bend, Inc.
" Terre Haute Department of Redevelopment
City of Terre Haute West Terre Haute Redevelopment Commission 0 0
Dan Vories
Jack Stilwell
Leonard Stevenson
Larry Stuckman
Priscilla Wissell
Rick Szudy
Thursday Church
William Ridge
. . Marc Loveman
City of Vincennes Carol Anderson 0 0
Chris Case
Karen Evans
Randall E. Madison
Matt McCoy
United Pentecostal Tabernacle
Steven W. and Mrs. Kramer
Forest R. Davis and Charity Davis
Spiritwoman Greywolfe
Davies County Economic Development Foundation, Inc.
City of Washington Habitat for Humanity of Daviess County, Inc. 1 1

Washington Housing Authority

Continued on next page
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INDIANA HHF BLIGHT ELIMINATION PROGRAM PARTNERS AND DEMOLITION ACTIVITY AS OF 3/31/2016* * (CONTINUED)
Demolished in

Most Recent Demolished,
City/County Partner? Quarter Cumulative
City of Aurora Redevelopment Commission
Casey Kaiser
John & Darlene Albright
County of Dearborn Laura Williams 3 3

Town of Moores Hill Redevelopment Commission
Robert & Janice Fehrman Revocable Trust

County of Elkhart LaCasa Inc. 4 4

Princeton Redevelopment Commission
Kenneth L. Wolf

Leslie T. Marshall

Mark A. Tooley

Nicholas Burns

Ralph B DeBord

Richard Ellis

Sheryl Walker-sakson/Allen Isakson
Steve & Brian Dyson

Sheiln J. Besing

Timothy A. Beadles

Thomas R. Johnstone, Sr.

Tim Thompson

Anna Marie Kiel 14 14
Brenda Boyer

Billy Ray Walden

Brandon Taylor

Brandon Taylor and Jane E. Taylor
David O. Hill

Daniel R. Engler

Daniel R. Engler and Sherry L. Engler
John D. Young

Joseph H. Gardner

Lillie E. Gardner Wheelhouse, Joseph H. Gardner, and Judith L.Gardner
Jason Spindler

Brian Dawson

County of Greene Greene Redevelopment Commission 0 0

County of Gibson

County of Howard Howard County Redevelopment Commission 0 0

Mt. Vernon Redevelopment

Dale Reuter 8 8
Beverly Stone/Katrina Wagner

James C. Welch, Jr

County of Pulaski White’s General Contracting 0 0
Sullivan City Redevelopment Commission 0 0
Sullivan County Redevelopment Commission

County of Vigo West Terre Haute Redevelopment Commission 0 0

County of Posey

County of Sullivan

Continued on next page
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City/County

Partner?

Demolished in
Most Recent

Demolished,

Quarter Cumulative

County of Warrick

Habitat for Humanity of Warrick County
Charles L. Allen

Larry & Karen Willis

Andy R & Donna VanWinkle

Brian Hendrickson

Boonville Now, Inc.

Christopher Lunn

Josh Barnett

James B. Decker, Il

Lori Lamar

Ronald Evans

Scott Speicher

Tim A. McKinney

Zachary Lee Bailey

Terry D. Cline and Kathy J. Cline
Wesley B. Hack and Maureen L. Hack
Larry D. Speicher and Scott R. Speicher
Bettye Lee

Monroe City

Knox County Garden Club LLC

Richland City

The Friends of Richland

Shelby County/City of Shelbyville

Habitat for Humanity For Shelby Co.

Town of Brookville

Brookville Redevelopment Commission
Thomas G. and Tammy Davis |l
Kara Knapp

Town of Cambridge City

Carla Boyles
Jonathan Winchester

Town of Daleville

Daleville Parks, Inc.

Town of Decker

Decker Community Center
Kathy Griffith

David & Bonnie Wehmeirer
Delora Koenig

Darrell & Robin Lindsay
Doug Degor

William Beamon

Town of Edwardsport

Keith Martin

Town of Greens Fork

Mendy Rose
David Mosier and Dianna Mosier

David Mosier and Dianna Mosier and Danielle Virgil

Monty York and Mary A. York

Town of Hagerstown

Joe Smith, Jefferson Twp Trustee

Town of Lagro

David Pefley
Kevin Campbell

Town of Oaktown

Knox County Housing Authority

Town of Silver Lake

Silver Lake Educational Foundation

Town of St. Joe

Habitat for Humanity of Northeast Indiana
Michael Mills

Town of Sweetser

Sweetser Redevelopment Commission

City of Walton

Cass County Redevelopment Commission

O|0O| O | w|O| O |o

O|0O| O | w|O| O |o

Town of Waterloo

Habitat for Humanity of Northeast Indiana
RP Wakefield Co.
Waterloo Redevelopment Commission

2 Indiana Housing and Community Development Authority.

® Indiana Quarterly Performance Report, 3/31/2016, cumulative data did not change, quarter to quarter.

* Indiana Housing and Community Development Authority, Ninth, Tenth, and Eleventh Amendments to Agreement, 7/31/2014, 4/1/2016, and 6/28/2016.
**Indiana Housing and Community Development Authority, Indiana’s Hardest Hit Fund, Quarterly Reports to the U.S. Treasury, Quarterly Performance Report, Q1 2016, no date.
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ILLINOIS
Approved by Treasury: Q2 2014

Program Description:* “to decrease preventable foreclosures through neighborhood stabilization
achieved through the demolition and greening of vacant, abandoned and blighted residential
properties throughout lllinois. Such vacant, abandoned and blighted residential properties will
be returned to use through a process overseen by approved units of government and their
not-for-profit partner(s).”

Allocation: $17.0%" Million (2% of total HHF lllinois allocation)

Eligibility: 1-4 unit residential structures

Structure of Assistance: 0% 3-year loan secured by a lien on the property, forgiven one-third per
year. If sold before that date, the balance is due to HHF.

Per Property Cap: $35,000, which may include the following on a per unit basis (if applicable):
acquisition, closing costs, demolition, lot treatment/greening, $3,000 flat fee for maintenance,
and up to $1,750 for administrative expenses.

IL Estimate: 1,000-1,500 properties (1,000 at half the full cap of $35,000 per property)

Cumulative Program Activity Reported by HHF lllinois (as of 3/31/2016):* *
Applications Received: 455
Denied: 0 (0%); Approved: 10 (2%); In Process: 404 (89%); Withdrawn: 41 (9%)
Total Assistance Provided: $267,254
Median Assistance Spent on Acquisition: $3,118
Median Assistance Spent on Demolition: $18,754
Median Assistance Spent on Greening: $1,000

As of March 31, 2016, HHF lllinois has reported demolition activity for the first
time, spending $267,254 of its S17 million blight elimination allocation to remove
10 properties. Obtaining more current data is difficult because there is no source
of comprehensive data on properties removed, and participating cities and
counties do not publish separate data.

XXIV Treasury, response to SIGTARP data call, 7/5/2016.
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ILLINOIS HHF BLIGHT ELIMINATION PROGRAM PARTNERS AND DEMOLITION ACTIVITY AS OF 3/31/2016* *

Most Recent

Quarter Cumulative
Applications Submitted 455 455
Properties Demolished/Removed 10 10
Demolished in
Most Recent Demolished,
City/County Partner? Quarter Cumulative
Fox Valley Habitat for Humanity
Aurora Joseph Corporation 0 0
Northern Lights Development
Centralia BCMW Community
Chicago Heights Cook County Land Bank Authority
Chicag_o (Cook County Land Bank Greate_r Englewood_ CDC 0 0
Authority) Sunshine Gospel Ministries
Danville Habitat for Humanity Danville
Evanston Community Partners for Affordable Housing
Frizpo m\évrtl;l\\?v?setsetr?]rtlililr?gi.s Community Action Agency E E
Joliet South Suburban Land Bank and Devt. Authority 3 3
Macomb Western lllinois Regional Council Community Action Agency 0 0
Moline Moline Community Development Corporation 0 0
Ottawa Starved Rock Homes Development Corp 0 0
Park Forest South Suburban Land Bank and Devt. Authority 0 0
Peoria Peoria Citizens Community for Economic Opportunity 0 0
Riverdale Cook County Land Bank Authority 0 0
Rock Island Rock Island Economic Growth Corp. 0 0
Round Lake Beach The Fuller Center for Housing-Hero Project Lake County 0 0
The Springfield Project
Springfield Enos Park Neighborhood Improvement Association 0 0
Nehemiah Expansion
Sterling Rock Island Economic Growth Corp. 3 3
Urbana Habitat for Humanity of Champaign County 3 3
Rockford Rockford Corridor Improvement, Inc. 1 1
Winnebago County Comprehensive Community Solutions, Inc. 0 0

2 lllinois Housing Development Authority.

* Treasury, response to SIGTARP data call, 7/5/2016; lllinois Housing Development Authority, Tenth, Eleventh, and Twelfth Amendments to Agreement, 4/11/2014, 7/30/2015, and 6/1/2016.
**Illinois Housing Development Authority, lllinois Hardest Hit Program, Reporting, Quarterly Performance Report, Q1 2016, no date.
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SOUTH CAROLINA
Approved by Treasury: Q3 2014

Program Description:* “decrease foreclosures and stabilize homeowner property values in
communities across South Carolina through the demolition of vacant, abandoned, and blighted
residential structures, and subsequent greening/improvement.”

Allocation: $35 Million (11% of total HHF South Carolina allocation)

Eligibility: Single-family (1-4 units) and multi-family (4+ units) residential

Structure of Assistance: 0% 3-year loan secured by a lien on the property, forgiven at one-third
per year. If sold before that date, the balance is due to HHF.

Per Property Cap: $35,000; includes acquisition costs (if applicable); demolition and greening/
improvement costs; and a $1,750 for administrative expenses; and a one-time $3,000
maintenance fee to cover maintenance expenses for a period of three (3) years

SC Estimate: 1,000-1,300 properties (1,000 at the full cap of $35,000 per property)

Cumulative Program Activity Reported by HHF South Carolina (as of 3/31/2016):* *
Applications Received: 548
Denied: 6 (1%); Approved: 26 (5%); In Process: 466 (85%); Withdrawn: 50 (9%)
Total Assistance Provided: $461,345

Median Assistance Spent on Acquisition: $4,670
Median Assistance Spent on Demolition: $8,788
Median Assistance Spent on Greening: $2,600

As of March 31, 2016, HHF South Carolina reported it had spent $461,345 of its
$35 million Blight Elimination Program allocation approved by Treasury, to remove
26 properties, its first time to report demolitions since it launched its program

in 2014. Obtaining more current data is difficult because there is no source of
comprehensive data on properties removed, and participating cities and counties
do not publish separate data.
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SOUTH CAROLINA HHF BLIGHT ELIMINATION PROGRAM PARTNERS AND DEMOLITION ACTIVITY AS OF 3/31/2016**

Most Recent

Quarter Cumulative
Applications Submitted 508 548
Properties Demolished/Removed 26 26

Demolished in

Most Recent Demolished,
City/County Partner? Quarter Cumulative
q Second Baptist CDC
i Loy Nehemiah Community Revitalization Corp. e E
Southeastern Housing Foundation
nlreEs Catiny Allendale County Alive ¢ g
Pelzer Heritage Commission
Anderson County Nehemiah Community Revitalization Corp. 0 0
Anderson Community Development Corp.
Bamberg County Southeastern Housing Foundation 0 0
Southeastern Housing Foundation
Barnwell County Blackville, CDC 1 1
Sea Island Habitat for Humanity
Charleston County PASTORS, Inc. 0 0
Chester County Not Available 0
Chesterfield County Town of Cheraw Community Development Corp. 0
Florence County Downtown Development Corporation 0
Allen Temple Community Economic Devt. Corp.
Habitat for Humanity of Greenville County
Homes of Hope, Inc.
3 Nehemiah Community Revitalization Corp.
Greenville County Neighborhood Housing Corp. of Greenville, Inc. 0 0
United Housing Connections
Genesis Homes
Greenville Revitalization Corp.
Hampton County Southeastern Housing Foundation 0 0
Horry County Myrtle Beach Community Land Trust 0 0
Kershaw County Santee-Lynches Regional Development Corp. 0 0
Lancaster County Not Available 0 0
Columbia Housing Development Corporation
Richland County Eau Claire Development Corporation 1 1
Columbia Development Corporation
Homes of Hope
Habitat for Humanity
Spartanburg County Nehemiah Community Revitalization Corp. 19 19
Northside Development Group
Upstate Housing Partnership
Sumter County Santee-Lynches Regional Development Corp 5 5
Union County Not Available 0 0
York County Housing Development Corporation of Rock Hill 0 0

Catawba Regional Development Corp.

2 SC Housing Corp.

*SC Housing Corp., Seventh, Eighth, Ninth, and Tenth Amendments to Agreement, 7/31/2014, 9/29/2015, 11/24/2015, and 5/3/2016.
**SC Housing Corp., SC HELP, Reports, Quarterly Performance Reports, Q1 2016, no date.
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ALABAMA
Approved by Treasury: Q3 2014

Program Description:* “reduce foreclosures, promote neighborhood stabilization and maintain
property values through the removal of unsafe condemned single family structures and
subsequent greening in areas across the State of Alabama.”

Allocation: $35 Million (22% of total HHF Alabama allocation)

Eligibility: Residential properties (excluding multifamily) as well as “mixed use” properties,»"
owned by an Affiliate of Alabama Assoc. of Habitat for Humanity Affiliates.

Structure of Assistance: 0% loan secured by a lien on the property, forgiven at 33.3% per year.
If sold before that date, the balance is due to HHF.

Per Property Cap: $25,000; including demolition, greening and maintenance (not to exceed
$3,000) for 3-years.

AL Estimate: 1,500 properties

Cumulative Program Activity Reported by HHF Alabama (as of 3/31/2016):* *
Applications Received: 12
Denied: 9 (75%); Approved: 0 (0%); In Process: 3 (25%); Withdrawn: 0 (0%)
Total Assistance Provided: SO

Median Assistance Spent on Acquisition: S0
Median Assistance Spent on Demolition: S0
Median Assistance Spent on Greening: S0

HHF Alabama has filed its first Blight Elimination Program activity report with
Treasury. Twelve structures have been submitted for eligibility review.

ALABAMA HHF BLIGHT ELIMINATION PROGRAM PARTNERS AND DEMOLITION ACTIVITY AS OF 3/31/2016**

Most Recent

Quarter Cumulative
Applications Submitted 0 12
Properties Demolished/Removed 0 0

Demolished in
Most Recent Demolished,

City/County Partner? Quarter Cumulative
Birmingham Greater Birmingham Habitat for Humanity 0 0
Alabama Alabama Association of Habitat for Humanity 0 0
Hale County Habitat for Humanity of Hale County 0 0
Autauga County Habitat for Humanity of Autauga and Chilton County 0 0
Chilton County Habitat for Humanity of Autauga and Chilton County 0 0

2 Alabama Housing Finance Authority.

* Alabama Housing Finance Authority, Ninth, Tenth, and Eleventh Amendments to Agreement, 1/31/2015, 10/28/2015, and 6/30/2016.
** Alabama Housing Finance Authority, Treasury Reports, Quarterly Performance Report, Q1 2016, no date.

XXV Alabama Housing Finance Authority Blight Elimination Program manual, 11/3/2014.
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TENNESSEE
Approved by Treasury: Q3 2015

Program Description:* “reduce foreclosures, promote neighborhood stabilization, and maintain
or improve property values through the demolition of vacant, abandoned, blighted residential
structures, and subsequent greening/improvement of the remaining parcels.”

Allocation: $10 Million (3% of total HHF Tennessee allocation)

Eligibility: Single- family (1-4 unit) residential properties located in targeted area

Structure of Assistance: 0% loan secured by a lien on the property, forgivable over 3 years. If
sold before that date, the balance is due to HHF.

Per Property Cap: $25,000 Maximum assistance amount includes acquisition costs (if
applicable); demolition and greening/improvement costs; and a one-time project management

and maintenance fee to cover management and maintenance expenses for a period of three
(3) years.

TN Estimate: 400 properties (at the full cap of $25,000 per property)
Cumulative Program Activity Reported by HHF Tennessee (as of 3/31,/2016):* *

HHF Tennessee has filed a Blight Elimination Program activity report with Treasury, but reports no
activity as of March 31, 2016.

* Tennessee Housing Development Agency, Ninth, Tenth, and Eleventh Amendments to Agreement, 9/29/2015, 4/1/2016, and
6/28/2016.

** Tennessee Housing Development Agency, Treasury Reports, Quarterly Performance Report, Q1 2016, no date.
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FIGURE 4.10

AL HHF EXPENDITURES, BY
PROGRAM CATEGORY
PROGRAM THROUGH MARCH 31, 2016

|—3%

97%

Unemployment (536,216,852)
B Transition ($0)
Modification ($1,116,498)
B Blight Elimination ($0)
Source: Alabama Housing Finance Authority, Treasury
Reports, Quarterly Performance Report Q1 2016,

no date (may differ from cash disbursements reported
on the state’s Quarterly Financial Report).

Alabama’s HHF Programs

As of March 31, 2016, Treasury obligated $162,521,345 in HHF funds to
Alabama.'" Alabama was the only HHF state of 19 states not to receive any
additional HHF funds from the $2 billion allocated from HAMP as announced by
Treasury on February 19, 2016.* At the end of 2010, HHF Alabama estimated
that it would help as many as 13,500 homeowners with HHF but had reduced
that by 47%, to 7,100 homeowners, as of March 31, 2016. As of that date, HHF
Alabama had helped 4,597 individual homeowners with its HHF programs. This
is 24% of homeowners who applied. HHF Alabama has denied 10% (1,857)

of applying homeowners for any HHF assistance, and did not provide HHF
assistance to an additional 64% (12,435) of homeowners because their application
was withdrawn by either the state HFA or the homeowner. One reason why a
homeowner may withdraw their application is because of lengthy wait times to
receive an answer on their application. Some homeowners may not be able to
withstand delays. Homeowners receiving HHF assistance from HHF Alabama
faced wait times averaging 84 days.

The majority of homeowners who received assistance were helped with
Alabama’s Unemployed Homeowners Program.'* HHF Alabama'’s Short Sale
program, launched in March 2013, had not helped a single homeowner during its
two-year history, and its Loan Modification Program, launched in the same quarter,
had helped just 54 homeowners.

In addition to decreasing the number of homeowners it estimated helping,
HHF Alabama has shifted $35 million of its HHF funds (22%) away from existing
HHF programs to blight elimination. This represents a shift from making payments
directly to homeowners or their mortgage servicers to help keep homeowners in
their homes. Treasury’s Blight Elimination Program allows for substantial payment
of TARP funds to land banks, non-profits and other parties, including demolition
contractors, in cash and mortgages that can be forgiven over time. For more
information see the blight program update on page 168 of this Quarterly Report.

As of March 31, 2016, HHF Alabama had only spent 23% of its HHF funds
to help homeowners, the lowest amount of any state in the HHF program.'?! The
state’s HFA had drawn down $47 million (29%) of its HHF funds as of March 31,
2016, the most recent data available, and spent $37.3 million (23% of its obligated
funds) to help homeowners.'** The remaining $9.5 million (6%) was spent on
administrative expenses, and $0.9 million (1%) was held as cash-on-hand.'** No
HHF funds have yet been spent on the Blight Elimination Program.

Figures 4.11 and 4.12 show, in the aggregate and by program, respectively,
the number of homeowners HHF Alabama estimated it would help with its HHF
programs, the number of homeowners actually assisted and the homeowner
admission rate, as of March 31, 2016.

XXVi | jts press release announcing the allocation of $2 billion to HHF, Treasury stated: “As of February 15, 2016, HHF Alabama has
utilized approximately 29 percent of its existing allocation, and is therefore ineligible for funding in the first phase of Fifth Round
Funding.”
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FIGURE 4.11

HHF ALABAMA PROGRAM PERFORMANCE, ALL HHF PROGRAMS, AS OF 3/31/2016
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As of 3/31/2016:
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Homeowner Admission Rate: 24%

15,000

10,000

5,000

I~ ™\

/ \

/ \

' ’ .4”————""“"’

[} | P ———

!l \

/
QL Q2 Q3 Q4| 0Q Q2 03 Q)0 Q Q3 Q|0 0 Q Q| Q
2014 2015 2016

Q. Q2 Q3 4
2011

2013

Q1 Q2 Q3 Q4
2010

2012
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Notes: Estimated includes highest estimate of a range, but excludes Alabama’s estimate of the number of blighted properties to be eliminated. Applications
are the total number of unique borrower applicants reported to Treasury, which Treasury began reporting as of Q3 2012. Homeowner Admission Rate is

cumulative Homeowners Assisted as a percent of Homeowner Applications.
Sources: Treasury and Alabama Housing Finance Authority, Commitment to Purchase Financial Instrument and HFA Participation Agreement, 9/23/2010, and

Amendments to Agreement one through ten, as of 3/31/2016; Alabama Housing Finance Authority, Quarterly Performance Reports Q1 2011-Q1 2016, no

date; Treasury, HFA Aggregate Reports Q3 2012-Q1 2016, no date.
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FIGURE 4.12

HHF ALABAMA ACTUAL VS. ESTIMATED PROGRAM PERFORMANCE, BY PROGRAM, AS OF
3/31/2016

HARDEST HIT FOR ALABAMA'S UNEMPLOYED SHORT SALE ASSISTANCE PROGRAM (TRANSITION)-
HOMEOWNERS (UNEMPLOYMENT)-SEPTEMBER 2010 MARCH 2013
As of 3/31/2016:
20000 F&mate: 5,500 (Peak: 13,500) 1o SOl S 1/2076] S
16,000 Homeowner Applications: 16,884 - Estimate: 400 (Peak: 1,500)
Program Participation:4,546 1,200 Homeowner Applications: 132 ‘.
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LOAN MODIFICATION ASSISTANCE PROGRAM BLIGHT ELIMINATION PROGRAM (BLIGHT)-
(MODIFICATION)-MARCH 2013 SEPTEMBER 2014
A — As of 3/31/2016: s
Estimate: 1,200 (Peak: 1,200) 800
3,000 — Homeowner Applications: 2,934
Program Participation: 54 / 600 As of 3/31/2016:
2,000 ____ Homeowner Admission Rate: 2% Blighted homes proposed to be demolished: 1,000
/ 400 —_ Actual blighted homes demolished: O
1,000 —— e - —— o ————— o
0 0
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Il State Estimated Program Participation B Program Participation
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Notes: Programs may have been started or ended at different times. Estimated includes highest estimate of a range, but excludes Alabama’s estimate of the number of blighted properties to be
eliminated. Homeowner Admission Rate is cumulative Homeowners Assisted as a percent of reported Homeowner Applications.

Sources: Treasury and Alabama Housing Finance Authority, Commitment to Purchase Financial Instrument and HFA Participation Agreement, 9/23/2010, and Amendments to Agreement one through ten,
as of 3/31/2016; Alabama Housing Finance Authority, Quarterly Performance Reports Q1 2011-Q1 2016, no date.
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Arizona’s HHF Programs

As of March 31, 2016, Treasury obligated $296,048,525 in HHF funds to
Arizona.'***i At the end of 2010, HHF Arizona estimated that it would help as
many as 11,959 homeowners with HHF but had reduced that by 48%, to 6,263,
as of March 31, 2016. As of that date, HHF Arizona had helped 4,350 individual
homeowners with its HHF programs. This is 25% of homeowners who applied.
HHF Arizona has denied 68% (11,789) of applying homeowners for any HHF
assistance, and did not provide HHF assistance to an additional 6% (1,127) of
homeowners because their application was withdrawn by either the state HFA or
the homeowner. One reason why a homeowner may withdraw their application
is because of lengthy wait times to receive an answer on their application. Some
homeowners may not be able to withstand delays. Homeowners receiving HHF
assistance from HHF Arizona faced wait times ranging from 50 to 129 days,
depending on the program.

Of those Arizona homeowners who did receive assistance, the largest numbers
received help from the unemployment/underemployment and the principal
reduction assistance programs. Arizona’s down payment assistance program,
launched in December 2015, estimates helping 2,816 homebuyers over the life of
the program.'®

As of March 31, 2016, the state’s HFA had drawn down $174.6 million
(59%) of its HHF funds.'?® As of March 31, 2016, the most recent data available,
HHF Arizona had spent $142.3 million (48% of its obligated funds) to help
homeowners.'?” The remaining $20.9 million (7%) was spent on administrative
expenses, and $13.0 million (4%) was held as cash-on-hand.!?*

Figures 4.14 and 4.15 show, in the aggregate and by program, respectively,
the number of homeowners HHF Arizona estimated it would help with its HHF
programs, the number of homeowners actually assisted and the homeowner
admission rate, as of March 31, 2016.

Xxvii Op February 19, 2016, Treasury announced $2 billion of TARP funds would be transferred to HHF and distributed to 18 of 19 HHF
states. As part of the first phase distiributing $1 billion dollars to the 18 HHF states, on February 19, 2016, HHF Arizona was
allocated $28.3 million.

FIGURE 4.13

AZ HHF EXPENDITURES, BY
PROGRAM CATEGORY

PROGRAM THROUGH MARCH 31, 2016

1% —~ 0%
37%
55%
L 7%

Modification ($67,982,064)
Second-Lien Reduction (59,154,132)
Unemployment ($45,533,050)
B Transition ($848,958)
B Homebuyer Assistance ($0)
Source: Arizona (Home) Foreclosure Prevention Funding
Corporation, Hardest Hit Fund Reporting (quarterly
performance reports), Quarterly Performance Report

Q1 2016, no date (may differ from cash disbursements
reported on the state’s Quarterly Financial Report).
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FIGURE 4.14
HHF ARIZONA PROGRAM PERFORMANCE, ALL HHF PROGRAMS, AS OF 3/31/2016
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Notes: Estimated includes highest estimate of a range, but excludes the number of homebuyers the state estimates assisting. Applications are the total
number of unique borrower applicants reported to Treasury, which Treasury began reporting as of Q3 2012. Homeowner Admission Rate is cumulative
Homeowners Assisted as a percent of Homeowner Applications.

Sources: Treasury and Arizona (Home) Foreclosure Prevention Funding Corporation, Commitment to Purchase Financial Instrument and HFA Participation
Agreement, 6/23/2010, and Amendments to Agreement one through sixteen, as of 3/31/2016; Arizona (Home) Foreclosure Prevention Funding
Corporation, Quarterly Performance Reports Q3 2010-Q1 2016, no date; Treasury, HFA Aggregate Reports Q3 2012-Q1 2016, no date.
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FIGURE 4.15

HHF ARIZONA ACTUAL VS. ESTIMATED PROGRAM PERFORMANCE, BY PROGRAM, AS OF

3/31/2016
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reported Homeowner Applications.

*Arizona does not report program by program application numbers.

Sources: Treasury and Arizona (Home) Foreclosure Prevention Funding Corporation, Commitment to Purchase Financial Instrument and HFA Participation Agreement, 6/23/2010; and Amendments to
Agreement one through sixteen, as of 3/31/2016; Arizona (Home) Foreclosure Prevention Funding Corporation, Quarterly Performance Reports Q3 2010 - Q1 2016, no date.
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FIGURE 4.16

CA HHF EXPENDITURES, BY
PROGRAM CATEGORY
PROGRAM THROUGH MARCH 31, 2016
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Source: CalHFA Mortgage Assistance Corporation,
“Keep Your Home California, Reports & Statistics,
Quarterly Reports,” Quarterly Performance Reports Q1
2016, no date (may differ from cash disbursements
reported on the state’s Quarterly Financial Report).

California’s HHF Programs

As of March 31, 2016, Treasury obligated $2,188,824,073 in HHF funds to
California, however, on April 20, 2016, Treasury increased that amount by
$169,769,247 bringing California’s total to $2,358,590,320.'%*1i At the end

of 2010, HHF California estimated that it would help as many as 101,337
homeowners with HHF but had reduced that by 27%, to 73,800, as of March 31,
2016. As of that date, HHF California had helped 58,848 individual homeowners
with its HHF programs, This is 41% of homeowners who applied. HHF California
has denied 28% (40,180) of applying homeowners for any HHF assistance, and did
not provide HHF assistance to an additional 28% (40,192) of homeowners because
their application was withdrawn by either the state HFA or the homeowner. One
reason why a homeowner may withdraw their application is because of lengthy wait
times to receive an answer on their application. Some homeowners may not be able
to withstand delays. Homeowners receiving HHF assistance from HHF California
faced wait times ranging from 41 to 111 days, depending on the program.

For those homeowners receiving assistance, the largest number of homeowners
received assistance from California’s unemployment and past due payment
assistance programs.'*® As of March 31, 2016, HHF California had defunded
two programs: the NeighborWorks Sacramento Short Sale Gateway Program
(September 2013) and the Los Angeles Housing Department Principal Reduction
Program (February 2014).'3! Both defunded programs ended without helping a
single homeowner.

As of March 31, 2016, California’s HFA had drawn down $1,862.6 million
(79%) of its HHF funds.'*? As of March 31, 2016, HHF California had spent
$1,325.6 million (56% of its obligated funds) to help homeowners.!** The
remaining $136.6 million (6%) was spent on administrative expenses, and $440.2
million (19%) was held as cash-on-hand.!3*

Figures 4.17 and 4.18 show, in the aggregate and by program, respectively,
the number of homeowners HHF California estimated it would help with its
HHF programs, the number of homeowners actually assisted and the homeowner
admission rate, as of March 31, 2016.

Xxviii O February 19, 2016, Treasury announced $2 billion in TARP funding would be transferred to HHF and distributed to 18 of 19
HHF states. As part of the first phase distiributing $1 billion dollars to the 18 HHF states, on February 19, 2016, HHF Califronia was
allocated $213.5 million.
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FIGURE 4.17
HHF CALIFORNIA PROGRAM PERFORMANCE, ALL HHF PROGRAMS, AS OF 3/31/2016
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6/23/2010; and Amendments to Agreement one through eighteen, as of 3/31/2016; CalHFA Mortgage Assistance Corporation, Quarterly Performance
Reports Q4 2010 - Q1 2016, no date; Treasury, HFA Aggregate Reports Q3 2012 — Q1 2016, no date.
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FIGURE 4.18

HHF CALIFORNIA ACTUAL VS. ESTIMATED PROGRAM PERFORMANCE, BY PROGRAM, AS

OF 3/31/2016
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Florida’s HHF Programs

As of March 31, 2016, Treasury obligated $1,135,735,674 of HHF funds to
Florida.'3>* At the start of 2011, HHF Florida estimated that it would help as
many as 106,000 homeowners with HHF but had reduced that by 64%, to 37,800,
as of March 31, 2016. As of that date, HHF Florida had helped 25,588 individual
homeowners through its HHF programs. This is 21% of homeowners who applied.
HHF Florida has denied 26% (31,474) of applying homeowners for any HHF
assistance, and did not provide HHF assistance to an additional 42% (51,256) of
homeowners because their application was withdrawn by either the state HFA or
the homeowner. One reason why a homeowner may withdraw their application

is because of lengthy wait times to receive an answer on their application. Some
homeowners may not be able to withstand delays. Homeowners receiving HHF
assistance from HHF Florida faced wait times ranging from 159 to 226 days,
depending on the program.

Of those who received assistance, the largest numbers received assistance
from Florida’s unemployment and reinstatement programs.'** HHF Florida had
also provided HHF assistance to 1,296 homebuyers through its down payment
assistance program. Approved in April 2013, HHF Florida’s Modification Enabling
Program had only assisted 181 homeowners in more than three years, as of March
31, 2016.

As of March 31, 2016, the state’s HFA had drawn down $744 million (66%)
of its HHF funds.'” As of March 31, 2016, the most recent data available, HHF
Florida had spent $579.5 million (51% of its obligated funds) to help homeowners,
and $19.2 million (1.7%) to help homebuyers.'** The remaining $61.4 million
(5%) was spent on administrative expenses, and $89.5 million (8%) was held as
cash-on-hand.'®

Figures 4.20 and 4.21 show, in the aggregate and by program, respectively,
the number of homeowners HHF Florida estimated it would help with its HHF
programs, the number of homeowners actually assisted and the homeowner
admission rate, as of March 31, 2016.

XXiX On February 19, 2016, Treasury announced $2 billion in TARP funding would be transferred to HHF and distributed to 18 of 19
HHF states. As part of the first phase distiributing $1 billion dollars to the 18 HHF states, on February 19, 2016, HHF Florida was
allocated $77.9 million.

FIGURE 4.19

FL HHF EXPENDITURES, BY
PROGRAM CATEGORY
PROGRAM THROUGH MARCH 31, 2016
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FIGURE 4.20
HHF FLORIDA PROGRAM PERFORMANCE, ALL HHF PROGRAMS, AS OF 3/31/2016
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Sources: Treasury and Florida Housing Finance Corporation, Commitment to Purchase Financial Instrument and HFA Participation Agreement, 6,/23/2010;
and Amendments to Agreement one through twelve, as of 3/31/2016; Florida Housing Finance Corporation, Quarterly Performance Reports Q3 2010 - Q1

2016, no date; Treasury, HFA Aggregate Reports Q3 2012 — Q1 2016, no date.
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FIGURE 4.21

HHF FLORIDA ACTUAL VS. ESTIMATED PROGRAM PERFORMANCE, BY PROGRAM, AS OF

3/31/2016
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Notes: Programs may have been started or ended at different times. Estimated includes highest estimate of a range. Homeowner Admission Rate is cumulative Homeowners Assisted as a percent of

reported Homeowner Applications.

*Florida estimates that it will serve approximately 25,000 homeowners in the aggregate between its Unemployment Mortgage Assistance Program and its Mortgage Loan Reinstatement Program.

Sources: Treasury and Florida Housing Finance Corporation, Commitment to Purchase Financial Instrument and HFA Participation Agreement, 6/23/2010; and Amendments to Agreement one through
twelve, as of 3/31/2016; Florida Housing Finance Corporation, Quarterly Performance Reports Q3 2010 - Q1 2016, no date.
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FIGURE 4.22

GA HHF EXPENDITURES, BY
PROGRAM CATEGORY
PROGRAM THROUGH MARCH 31, 2016
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Georgia's HHF Programs

As of March 31, 2016.Treasury obligated $370,136,394 in HHF funds to
Georgia."**** At the end of 2010, HHF Georgia estimated that it would help as
many as 18,300 homeowners with HHF but had reduced that by 30%, to 12,800,
as of March 31, 2016. As of that date, HHF Georgia had helped 7,814 individual
homeowners through its HHF programs. This is 30% of homeowners who applied.
HHF Georgia has denied 40% (10,444) of applying homeowners for any HHF
assistance, and did not provide HHF assistance to an additional 28% (7,401) of
homeowners because their application was withdrawn by either the state HFA or
the homeowner. One reason why a homeowner may withdraw their application

is because of lengthy wait times to receive an answer on their application. Some
homeowners may not be able to withstand delays. Homeowners receiving HHF
assistance from HHF Georgia faced wait times ranging from 156 to 187 days,
depending on the program.

Of those who received assistance, the vast majority received assistance from
Georgia’s unemployment program.'*' As of March 31, 2016, HHF Georgia’s
Recast/Modification program had helped only 39 homeowners (compared to an
estimate of 1,000), and its Mortgage Reinstatement program had assisted only 312
homeowners (compared to a current estimate of 2,800), since those programs were
approved in December 2013.

As of March 31, 2016, the state’s HFA had drawn down $194 million (52%)
of its HHF funds.'** As of March 31, 2016, the most recent data available,

HHF Georgia had spent $143.5 million (39% of its obligated funds) to help
homeowners.'* The remaining $26.8 million (7%) was spent on administrative
expenses, and $25.2 million (7%) was held as cash-on-hand.'**

Figures 4.23 and 4.24 show, in the aggregate and by program, respectively,
the number of homeowners HHF Georgia estimated it would help with its HHF
programs, the number of homeowners actually assisted and the homeowner
admission rate, as of March 31, 2016.

XXX On February 19, 2016, Treasury announced $2 billion of TARP funding would be transferred to HHF and distributed to 18 of 19
HHF states. As part of the first phase distiributing $1 billion dollars to the 18 HHF states, on February 19, 2016, HHF Georgia was
allocated $30.9 million.
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FIGURE 4.23
HHF GEORGIA PROGRAM PERFORMANCE, ALL HHF PROGRAMS, AS OF 3/31/2016
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Notes: Estimated includes highest estimate of a range. Applications are the total number of unique borrower applicants reported to Treasury, which Treasury
began reporting as of Q3 2012. Homeowner Admission Rate is cumulative Homeowners Assisted as a percent of Homeowner Applications.

Sources: Treasury and GHFA Affordable Housing Inc., Commitment to Purchase Financial Instrument and HFA Participation Agreement, 9/23/2010, and
Amendments to Agreement one 3/31/2016; GHFA Affordable Housing Inc., Quarterly Performance Reports Q4 2010 - Q1 2016, no date; Treasury, HFA
Aggregate Reports Q3 2012 - Q1 2016, no date.
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FIGURE 4.24

HHF GEORGIA ACTUAL VS. ESTIMATED PROGRAM PERFORMANCE, BY PROGRAM, AS OF
3/31/2016
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of 3/31/2016; GHFA Affordable Housing Inc., Quarterly Performance Reports Q4 2010 - Q1 2016, no date.
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lllinois’s HHF Programs

As of March 31, 2016, Treasury obligated $563,778,057 in HHF funds to Illinois,
however, on April 20, 2016, Treasury increased that amount by $151,299,560
bringing Illinois’ total allocation to $715,077,617.'4 In mid-2011, HHF Illinois
estimated that it would help as many as 29,000 homeowners with HHF but had
reduced that by 53%, to 13,500, as of March 31, 2016. As of that date, HHF
linois had helped 14,034 individual homeowners through its HHF programs.
This is 68% of homeowners who applied. HHF Illinois has denied 20% (4,167)

of applying homeowners for any HHF assistance, and did not provide HHF
assistance to an additional 11% (2,198) of homeowners because their application
was withdrawn by either the state HFA or the homeowner. One reason why a
homeowner may withdraw their application is because of lengthy wait times to
receive an answer on their application. Some homeowners may not be able to
withstand delays. Homeowners receiving HHF assistance from HHF Illinois faced
wait times ranging from 67 to 165 days, depending on the program.

Of those receiving assistance, most received assistance from Illinois’
unemployment and down payment assistance programs. HHF Illinois had also
provided HHF assistance to 1,119 homebuyers through its down payment
assistance program.'*® According to Treasury, Illinois stopped accepting new
applications from struggling homeowners seeking help from the state’s HHF
programs after September 30, 2013, but, as of June 30, 2016, was again accepting
applications for select programs.'*”

In addition to decreasing the number of homeowners it estimated helping,
HHF Illinois has shifted $17 million (2%) of its HHF funds away from existing
HHF programs to blight elimination, as well as $73 million to the down payment
assistance program. This represents a shift from making payments directly to
homeowners or their mortgage servicers to help keep homeowners in their
homes. Treasury’s Blight Elimination Program allows for substantial payments of
TARP funds to land banks, non-profits and other parties, including demolition
contractors, in cash and mortgages that can be forgiven over time. For more
information see the blight program update on pages 164-165, and the down
payment assistance program on pages 145-149 of this Quarterly Report.

As of March 31, 2016, the state’s HFA had drawn down $445.6 million (62%)
of its HHF funds.'*® As of March 31, 2016, the most recent data available, HHF
Mlinois had spent $337.7 million (47% of its obligated funds) to help homeowners
and $8.4 million to help homebuyers.!** The remaining $35.1 million (5%) was
spent on administrative expenses, and $76.3 million (11%) was held as cash-on-
hand.” As of March 31, 2016 Illinois had spent $267,254 on demolishing 10
blighted properties.'>!

Figures 4.26 and 4.27 show, in the aggregate and by program, respectively,
the number of homeowners HHF Illinois estimated it would help with its HHF
programs, the number of homeowners actually assisted and the homeowner
admission rate, as of March 31, 2016.

XXXi On February 19, 2016, Treasury announced $2 billion of TARP funding would be transferred to HHF and distributed to 18 of 19

HHF states. As part of the first phase distiributing $1 billion dollars to the 18 HHF states, on February 19, 2016, HHF llinois was
allocated $118.2 million.

FIGURE 4.25

IL HHF EXPENDITURES, BY
PROGRAM CATEGORY
PROGRAM THROUGH MARCH 31, 2016
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15.2%
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Unemployment ($285,038,316)
Modification ($52,686,840)
W Blight Elimination ($267,254)
B Homebuyer Assistance ($8,392,500)
Source: lllinois Housing Development Authority, lllinois
Hardest Hit Program, Reporting, Quarterly
Performance Report Q1 2016, no date (may differ

from cash disbursements reported on the state’s
Quarterly Financial Report).
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FIGURE 4.26

HHF ILLINOIS PROGRAM PERFORMANCE, ALL HHF PROGRAMS, AS OF 3/31/2016
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homebuyers the state estimates assisting. Applications are the total number of unique borrower applicants reported to Treasury, which Treasury began
reporting as of Q3 2012. Homeowner Admission Rate is cumulative Homeowners Assisted as a percent of Homeowner Applications.

Sources: Treasury and lllinois Housing Development Authority, Commitment to Purchase Financial Instrument and HFA Participation Agreement, 9/23/2010,

and Amendments to Agreement one through eleven, as of 3/31/2016; lllinois Housing Development Authority, Quarterly Performance Reports Q1 2011 -
Q1 2016, no date; Treasury, HFA Aggregate Reports Q3 2012 - Q1 2016, no date.
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FIGURE 4.27

HHF ILLINOIS ACTUAL VS. ESTIMATED PROGRAM PERFORMANCE, BY PROGRAM, AS OF

3/31/2016
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FIGURE 4.28

IN HHF EXPENDITURES, BY
PROGRAM CATEGORY
PROGRAM THROUGH MARCH 31, 2016
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Modification ($3,676,255)

M Transition ($49,165)

B Blight Elimination ($7,535,845)

Source: Indiana Housing and Community Development
Authority, Indiana’s Hardest Hit Fund, Quarterly Reports
to the U.S. Treasury, Quarterly Performance Report Q1
2016, no date (may differ from cash disbursements
reported on the state’s Quarterly Financial Report).

Indiana’s HHF Programs

As of March 31, 2016, Treasury obligated $250,259,462 in HHF funds to Indiana,
however, on April 20, 2016, Treasury increased that amount by $33,454,975,
bringing Indiana’s total allocation to $283,714,437.152xxi At the start of 2011,
HHF Indiana estimated helping as many as 16,257 homeowners with HHF but
had reduced that by 37%, to 10,184, as of March 31, 2016. As of that date, HHF
Indiana had helped 7,432 individual homeowners through its HHF programs. This
is 80% of homeowners who applied. HHF Indiana has denied 6% (571) of applying
homeowners for any HHF assistance, and did not provide HHF assistance to an
additional 10% (947) of homeowners because their application was withdrawn

by either the state HFA or the homeowner. One reason why a homeowner may
withdraw their application is because of lengthy wait times to receive an answer
on their application. Some homeowners may not be able to withstand delays.
Homeowners receiving HHF assistance from HHF Indiana faced wait times
ranging from 135 to 291 days, depending on the program.

Of those who received assistance, the largest number received assistance from
Indiana’s unemployment program. HHF Indiana’s Recast Program, which began in
March 2013, had only 130 participants, while the Transition Assistance Program,
also started on the same date, had just 14 participants.'>

In addition to decreasing the number of homeowners it estimated helping,
HHF Indiana has shifted $75 million (26%) of its HHF funds away from existing
HHF programs to blight elimination. This represents a shift from making payments
directly to homeowners or their mortgage servicers to help keep homeowners in
their homes. Treasury’s Blight Elimination Program allows for substantial payments
of TARP funds to land banks, non-profits and other parties, including demolition
contractors, in cash and mortgages that can be forgiven over time. For more
information see the blight program update on pages 159-162 of this Quarterly
Report.

As of March 31, 2016, the state’s HFA had drawn down $146.6 million
(52%) of its HHF funds.'>* As of March 31, 2016, the most recent data available,
HHF Indiana had spent $104.1 million (37% of its obligated funds) to help
homeowners.'>> HHF Indiana had also spent $7.5 million to demolish 590
properties as of March 31, 2016."°¢ The remaining $26 million (9%) was spent on
administrative expenses, and $9.9 million (3%) was held as cash-on-hand.'™”

Figures 4.29 and 4.30 show, in the aggregate and by program, respectively,
the number of homeowners HHF Indiana estimated it would help with its HHF
programs, the number of homeowners actually assisted and the homeowner
admission rate, as of March 31, 2016.

XXXii O February 19, 2016, Treasury announced $2 billion of TARP funding would be transferred to HHF and distributed to 18 of 19
HHF states. As part of the first phase distiributing $1 billion dollars to the 18 HHF states, on February 19, 2016, HHF Indiana was
allocated $28.6 million.
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FIGURE 4.29
HHF INDIANA PROGRAM PERFORMANCE, ALL HHF PROGRAMS, AS OF 3/31/2016
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Notes: Estimated includes highest estimate of a range, but excludes Indiana's estimate of the number of blighted properties to be eliminated. Applications
are the total number of unique borrower applicants reported to Treasury, which Treasury began reporting as of Q3 2012. Homeowner Admission Rate is
cumulative Homeowners Assisted as a percent of Homeowner Applications.

Sources: Treasury and Indiana Housing and Community Development Authority, Commitment to Purchase Financial Instrument and HFA Participation
Agreement, 9/23/2010, and Amendments to Agreement one through nine, as of 3/31/2016; Indiana Housing and Community Development
Authority, Quarterly Performance Reports Q2 2011 - Q1 2016, no date; Treasury, HFA Aggregate Reports Q3 2012 — Q1 2016, no date.
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FIGURE 4.30

HHF INDIANA ACTUAL VS. ESTIMATED PROGRAM PERFORMANCE, BY PROGRAM, AS OF
3/31/2016

HARDEST HIT FUND UNEMPLOYMENT BRIDGE
PROGRAM (UNEMPLOYMENT)-SEPTEMBER 2010

As of 3/31/2016:

A Estimate: 8,000 (Peak: 16,257) ——
Homeowner Applications: 8,846
15,000 ,l“\ Program Participation: 7,288 E——
! ——- Homeowner Admission Rate: 82%
10,000 N
! I\ P Sy

5,000

0

Ql Q2 Q3 Q4|Q1 Q2 Q3 Q4|Q1 Q2 Q3 Q4
2010 2011 2012

I State Estimated Program Participation
I Homeowner Applications

Q1 Q2 Q3 Q4
2013

Q1 Q2 Q3 Q4
2014

Q1 Q2 Q3 Q4
2015

Il Program Participation

Q1
2016

HARDEST HIT FUND TRANSITION ASSISTANCE
PROGRAM (TRANSITION)-MARCH 2013

200
Y ——————
150 —— pg of 3/31/2016: =
Estimate: 184 (Peak: 184)
100 — Homeowner Applications: 49
Program Participation: 14
50 Homeowner Admission Rate: 29%
0 —o—g——0—0
Q1 Q2 Q3 Q4[Q1 Q2 Q3 Q4|Ql Q2 Q3 Q4{Ql Q2 Q3 Q4|Ql Q2 Q3 Q4|Ql Q2 Q3 Q4|Q1L
2010 2011 2012 2013 2014 2015 2016

I State Estimated Program Participation
[ Homeowner Applications

Il Program Participation

HARDEST HIT FUND RECAST/MODIFICATION
PROGRAM (MODIFICATION)-MARCH 2013

2,000

ety As of 3/31/2016:

Estimate: 2,000 (Peak: 2,000)
Homeowner Applications: 471
Program Participation: 130

500 Homeowner Admission Rate: 28%

0 R———
Q1 Q2 Q3 Q4|Q1 Q2 Q3 Q4/Q1 Q2 Q3 Q4|Q1 Q2 Q3 Q4|Ql Q2 Q3 Q4|Ql Q2 Q3 Q4|01
2010 2011 2012 2013 2014 2015 2016

Il State Estimated Program Participation Il Program Participation
I Homeowner Applications

1,000

HARDEST HIT FUND BLIGHT ELIMINATION PROGRAM
(BLIGHT)-DECEMBER 2013

5,000
4,000

3,000 As of 3/31/2016:
Blighted homes proposed to be demolished: 5,000
2,000 ____ Actual blighted homes demolished: 590

1,000

Ql Q2 Q3 Q4
2010

Ql Q2 Q3 Q4
2011

Q1 Q2 Q3 Q4
2012

Ql Q2 Q3 Q4
2013

Il State Estimated Program Participation

Ql Q2 Q3 Q4
2014

Ql Q2 Q3 Q4101
2015 2016

B Program Participation

Notes: Programs may have been started or ended at different times. Estimated includes highest estimate of a range, but excludes Indiana’s estimate of the number of blighted properties to be
eliminated. Homeowner Admission Rate is cumulative Homeowners Assisted as a percent of reported Homeowner Applications.

Sources: Treasury and Indiana Housing and Community Development Authority, Commitment to Purchase Financial Instrument and HFA Participation Agreement, 9/23/2010 and Amendments to
Agreement one through nine, as of 3/31/2016; Indiana Housing and Community Development Authority, Quarterly Performance Reports Q2 2011 - Q1 2016, no date.
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Kentucky's HHF Program
As of March 31, 2016, Treasury obligated $179,050,120 in HHF funds to
Kentucky, however, on April 20, 2016, Treasury increased that amount by
$27,955,713, bringing Kentucky’s total allocation to $207,005,833.!58xii At the
end of 2010, HHF Kentucky estimated that it would help as many as 15,000
homeowners but had reduced that by 45%, to 8,241, as of March 31, 2016. As of
that date, HHF Kentucky had helped 8,042 individual homeowners. This is 67%
of homeowners who applied. HHF Kentucky has denied 18% (2,093) of applying
homeowners for any HHF assistance, and did not provide HHF assistance to an
additional 11% (1,275) of homeowners because their application was withdrawn
by either the state HFA or the homeowner. One reason why a homeowner may
withdraw their application is because of lengthy wait times to receive an answer
on their application. Some homeowners may not be able to withstand delays.
Homeowners receiving HHF assistance from HHF Kentucky faced wait times
averaging 50 days.

For those homeowners receiving assistance, most received assistance through
Kentucky’s unemployment program. On June 1, 2016, Treasury increased the
allocation for HHF Kentucky’s down payment assistance program, bringing the

total for that program to $24.3 million. Kentucky estimates helping a total of 2,166

homebuyers with this program.' Kentucky has reopened its application portal, as
of June 30, 2016, and is accepting applications under select HHF programs.

As of March 31, 2016, the state’s HFA had drawn down $144.5 million (70%)
of its HHF funds and spent $104.9 million (51% of its obligated funds) to help
homeowners.'*® In addition, Kentucky spent $7 million through its downpayment
assistance program helping 486 homebuyers. The remaining $14.4 million (7%)
was spent on administrative expenses, and $20.2 million (10%) was held as
cash-on-hand.'!

Figures 4.32 and 4.33 show, in the aggregate and by program, respectively,
the number of homeowners HHF Kentucky estimated it would help with its
HHF programs, the number of homeowners actually assisted and the homeowner
admission rate, as of March 31, 2016.

Xxxiii O February 19, 2016, Treasury announced $2 billion of TARP funding would be transferred to HHF and distributed to 18 of 19
HHF states. As part of the first phase distiributing $1 billion dollars to the 18 HHF states, on February 19, 2016, HHF Kentucky
was allocated $30.1 million.

FIGURE 4.31
KY HHF EXPENDITURES, BY
PROGRAM CATEGORY
PROGRAM THROUGH MARCH 31, 2016
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Unemployment (5104,925,047)
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Source: Kentucky Housing Corporation, Quarterly
Performance Report Q1 2016 (may differ from cash
disbursements reported on the state’s Quarterly
Financial Report).
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FIGURE 4.32
HHF KENTUCKY PROGRAM PERFORMANCE, ALL HFF PROGRAMS, AS OF 3/31/2016
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number of unique borrower applicants reported to Treasury, which Treasury began reporting as of Q3 2012. Homeowner Admission Rate is cumulative
Homeowners Assisted as a percent of Homeowner Applications.

Sources: Treasury and Kentucky Housing Corporation, Commitment to Purchase Financial Instrument and HFA Participation Agreement, 9/23/2010, and

Amendments to Agreement one through eight, as of 3/31/2016; Kentucky Housing Corporation, Quarterly Performance Reports Q4 2010 - Q1 2016,
no date; Treasury, HFA Aggregate Reports Q3 2012 — Q1 2016, no date.

FIGURE 4.33

HHF KENTUCKY ACTUAL VS. ESTIMATED PROGRAM PERFORMANCE, BY PROGRAM, AS
OF 3/31/2016
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Michigan's HHF Programs

As of March 31, 2016. Treasury obligated $573,097,554 in HHF funds to
Michigan however, on April 20, 2016, Treasury increased that amount by
$188,106,491, bringing Michigan’s total to $761,204,045.'9>*" At the end of
2010, HHF Michigan estimated that it would help as many as 49,422 homeowners
with HHF but had reduced that by 83%, to 8,542, as of March 31, 2016. As of
that date, HHF Michigan had helped 30,682 individual homeowners through its
HHEF programs. This is 49% of homeowners who applied. HHF Michigan has
denied 29% (18,137) of applying homeowners for any HHF assistance, and did not
provide HHF assistance to an additional 20% (12,408) of homeowners because
their application was withdrawn by either the state HFA or the homeowner. One
reason why a homeowner may withdraw their application is because of lengthy wait
times to receive an answer on their application. Some homeowners may not be able
to withstand delays. Homeowners receiving HHF assistance from HHF Michigan
faced wait times ranging from 96 to 158 days, depending on the program.

For those homeowners receiving assistance, most received it through Michigan’s
unemployment and past-due payment assistance programs.'®* As of June 30,

2016, HHF Michigan had reopened its application portal and is accepting new
applications for select HHF programs.

In addition to decreasing the number of homeowners it estimated helping, as of
June 30, 2016, HHF Michigan has shifted $381.2 million (50%) of its HHF funds
away from existing HHF programs to blight elimination.'** This represents a shift
from making payments directly to homeowners or their mortgage servicers to help
keep homeowners in their homes. Treasury’s Blight Elimination Program allows for
substantial payments of TARP funds to land banks, non-profits and other parties,
including demolition contractors, in cash and mortgages that can be forgiven over
time. For more information, see the blight program update on pages 153-155 of
this Quarterly Report.

As of March 31, 2016, the state’s HFA had drawn down $440.8 million
(58%) of its HHF funds.'*> As of March 31, 2016, the most recent data available,
HHF Michigan had spent $241.9 million (32% of its obligated funds) to help
homeowners; it had also spent $130.4 million (17%) to demolish 8,531 vacant
properties.'® The remaining $32.9 million (4%) was spent on administrative
expenses, and $39.9 million (5%) was held as cash-on-hand.'¢”

Figures 4.35 and 4.36 show, in the aggregate and by program, respectively,
the number of homeowners HHF Michigan estimated it would help with its
HHF programs, the number of homeowners actually assisted and the homeowner
admission rate, as of March 31, 2016.

XXXV O February 19, 2016, Treasury announced $2 billion of TARP funding would be transferred to HHF and distributed to 18 of 19
HHF states. As part of the first phase distiributing $1 billion dollars to the 18 HHF states, on February 19, 2016, HHF Michigan
was allocated $74.5 million.

FIGURE 4.34

MI HHF EXPENDITURES, BY
PROGRAM CATEGORY
PROGRAM THROUGH MARCH 31, 2016
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no date (may differ from cash disbursements reported
on the state’s Quarterly Financial Report).
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FIGURE 4.35
HHF MICHIGAN PROGRAM PERFORMANCE, ALL HHF PROGRAMS, AS OF 3/31/2016
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Corporation, Quarterly Performance Reports Q3 2010 - Q1 2016, no date; Treasury, HFA Aggregate Reports Q3 2012 — Q1 2016, no date.
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FIGURE 4.36

HHF MICHIGAN ACTUAL VS. ESTIMATED PROGRAM PERFORMANCE, BY PROGRAM, AS OF

3/31/2016
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Sources: Treasury and Michigan Homeowner Assistance Nonprofit Housing Corporation, Commitment to Purchase Financial Instrument and HFA Participation Agreement, 6/23/2010, and Amendments
to Agreement one through eleven, as of 3/31/2016; Michigan Homeowner Assistance Nonprofit Housing Corporation, Quarterly Performance Reports Q3 2010 - Q1 2016, no date.
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Mississippi's HHF Program

As of March 31, 2016, Treasury obligated $121,228,363 in HHF funds to
Mississippi, however, on April 20, 2016, Treasury increased that amount by
$23,063,338 for a total allocation of $144,291,701.'%» At the end of 2010,
HHF Mississippi estimated that it would provide HHF unemployment assistance
to as many as 3,800 homeowners, but had reduced that by 8%, to 3,500, as of
March 31, 2016. As of that date, HHF Mississippi had helped 3,685 individual
homeowners.'® This is 64% of homeowners who applied. HHF Mississippi has
denied 24% (1,406) of applying homeowners for any HHF assistance, and did not
provide HHF assistance to an additional 9% (496) of homeowners because their
application was withdrawn by either the state HFA or the homeowner. One reason
why a homeowner may withdraw their application is because of lengthy wait times
to receive an answer on their application. Some homeowners may not be able to
withstand delays. Homeowners receiving HHF assistance from HHF Mississippi
faced wait times averaging 109 days.

As of March 31, 2016, the state’s HFA had drawn down $82.5 million (57%)
of its HHF funds and spent $65.8 million (46% of its obligated funds) to help
homeowners.!” The remaining $11 million (8%) was spent on administrative
expenses, and $6 million (4%) was held as cash-on-hand.'”!

Figure 4.37 shows, in the aggregate, the number of homeowners HHF
Mississippi estimated it would help with its HHF program, the number of
homeowners actually assisted and the homeowner admission rate, as of March 31,
2016.

XXXV On February 19, 2016, Treasury announced $2 billion in TARP funding would be transferred to HHF and distributed to 18 of 19 HHF
states. As part of the first phase distiributing $1 billion dollars to the 18 HHF states, on February 19, 201, HHF Mississippi was
allocated $19.3 million.
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FIGURE 4.37
HHF MISSISSIPPI PROGRAM PERFORMANCE, AS OF 3/31/2016
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Notes: Estimated includes highest estimate of a range. Applications are the total number of unique borrower applicants reported to Treasury, which Treasury
began reporting as of Q3 2012. Homeowner Admission Rate is cumulative Homeowners Assisted as a percent of Homeowner Applications.

Sources: Treasury and Mississippi Home Corporation, Commitment to Purchase Financial Instrument and HFA Participation Agreement, 9/23/2010, and
Amendments to Agreement one through nine, as of 3/31/2016; Mississippi Home Corporation, Quarterly Performance Reports Q4 2010 - Q1 2016, no

date; Treasury, HFA Aggregate Reports Q3 2012 — Q1 2016, no date.
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FIGURE 4.38

NV HHF EXPENDITURES, BY
PROGRAM CATEGORY
PROGRAM THROUGH MARCH 31, 2016
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Source: Nevada Affordable Housing Assistance
Corporation, Nevada Hardest Hit Fund, US Treasury
Reports, Quarterly Performance Report Q1 2016, no

date (may differ from cash disbursements reported on
the state’s Quarterly Financial Report).

Nevada's HHF Programs

As of March 31, 2016, Treasury obligated $202,911,881 in HHF funds to
Nevada.!”>* In mid-2011, HHF Nevada estimated that it would help as many

as 23,556 homeowners with HHF, but had reduced that peak estimate by 66%,

to 8,026, as of March 31, 2016. As of that date, HHF Nevada had helped 5,382
individual homeowners. This is 37% of homeowners who applied. HHF Nevada has
denied 22% (3,150) of applying homeowners for any HHF assistance, and did not
provide HHF assistance to an additional 40% (5,783) of homeowners because their
application was withdrawn by either the state HFA or the homeowner. One reason
why a homeowner may withdraw their application is because of lengthy wait times
to receive an answer on their application. Some homeowners may not be able to
withstand delays. Homeowners receiving HHF assistance from HHF Nevada faced
wait times ranging from 66 to 129 days, depending on the program.

For those homeowners receiving assistance, most received it through Nevada’s
unemployment and principal reduction programs.'” As of March 31, 2016, HHF
Nevada had defunded two programs: Nevada's Home Retention Program, launched
in September 2013, and its Recast Refinance program, launched in June 2014.
Neither program had helped a single homeowner.!™

As of March 31, 2016, the state’s HFA had drawn down $112 million (55%)
of its HHF funds.'” As of March 31, 2016, the most recent data available, HHF
Nevada had spent $90 million (44% of its obligated funds) to help homeowners.'”®
The remaining $16.6 million (8%) was spent on administrative expenses, and $6.5
million (3%) was held as cash-on-hand.!””

Figures 4.39 and 4.40 show, in the aggregate and by program, respectively,
the number of homeowners HHF Nevada estimated it would help with its HHF
programs, the number of homeowners actually assisted and homeowner admission
rate, as of March 31, 2016.

XXXVi On February 19, 2016, Treasury announced $2 billion in TARP funding would be transferred to HHF and distributed to 18 of 19
HHF states. As part of the first phase distiributing $1 billion dollars to the 18 HHF states, on February 19, 2016, HHF Nevada was
allocated $8.9 million.
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FIGURE 4.39
HHF NEVADA PROGRAM PERFORMANCE, ALL HHF PROGRAMS, AS OF 3/31/2016
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Notes: Estimated includes highest estimate of a range. Applications are the total number of unique borrower applicants reported to Treasury, which Treasury
began reporting as of Q3 2012. Homeowner Admission Rate is cumulative Homeowners Assisted as a percent of Homeowner Applications. As of March 31,
2016, Nevada reported 5,382 individual homeowners helped with HHF programs, revised down from 5,539 reported as of December 31, 2014.

Sources: Treasury and Nevada Affordable Housing Assistance Corporation, Commitment to Purchase Financial Instrument and HFA Participation Agreement,
6/23/2010, and Amendments to Agreement one through fifteen, as of 3/31/2016; Nevada Affordable Housing Assistance Corporation, Quarterly
Performance Reports Q1 2011 - Q1 2016, no date; Treasury, HFA Aggregate Reports Q3 2012 - Q1 2016, no date.
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FIGURE 4.40

HHF NEVADA ACTUAL VS. ESTIMATED PROGRAM PERFORMANCE, BY PROGRAM, AS OF
3/31/2016
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Sources: Treasury and Nevada Affordable Housing Assistance Corporation, Commitment to Purchase Financial Instrument and HFA Participation Agreement, 6/23/2010, and Amendments to Agreement
one through fifteen, as of 3/31/2016; Nevada Affordable Housing Assistance Corporation, Quarterly Performance Reports Q1 2011 - Q1 2016, no date.
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New Jersey’'s HHF Program

As of March 31, 2016, Treasury obligated $369,779,445 in HHF funds to New
Jersey, however, on April 20, 2016, Treasury increased that amount by $45,354,517
bringing New Jersey’s total allocation to $415,133,962.'"%* From the end of
2010 to the end of 2013, HHF New Jersey estimated helping 6,900 homeowners
with HHF but had reduced that by 1%, to 6,845, as of March 31, 2016. As of that
date, HHF New Jersey had helped 6,057 individual homeowners. This is 44% of
homeowners who applied. HHF New Jersey has denied 54% (7,398) of applying
homeowners for any HHF assistance, and did not provide HHF assistance to an
additional 1% (139) of homeowners because their application was withdrawn

by either the state HFA or the homeowner. One reason why a homeowner may
withdraw their application is because of lengthy wait times to receive an answer
on their application. Some homeowners may not be able to withstand delays.
Homeowners receiving HHF assistance from HHF New Jersey faced wait times
ranging from 139 to 188 days, depending on the program.

For those homeowners receiving assistance, most received it through New
Jersey’s unemployment program.'”® According to Treasury, HHF New Jersey had
previously stopped accepting new applications from homeowners after November
30, 2013, but, as of June 30, 2016, was again accepting applications under select
programs. '8

As of March 31, 2016, HHF New Jersey had drawn down $270.5 million (65%)
of its HHF funds and spent $232.7 million (56%) of its obligated funds on program
expenses to help homeowners.'®! The remaining $24.8 million (6%) was spent on
administrative expenses, and $16.8 million (4%) was held as cash-on-hand.'®?

Figures 4.42 and 4.43 show, in aggregate, the number of homeowners
estimated to participate in HHF New Jersey’s programs (estimated program
participation), the reported number of homeowners who participated in one
or more programs (program participation), and the total number of individual
homeowners assisted overall, and by program respectively, as of March 31, 2016.

XXXVii O February 19, 2016, Treasury announced $2 billion in TARP funding would be transferred to HHF and distributed to 18 of 19
HHF states. As part of the first phase distiributing $1 billion dollars to the 18 HHF states, on February 19, 2016, HHF New Jersey
was allocated $69.2 million.

FIGURE 4.41

NJ HHF EXPENDITURES, BY
PROGRAM CATEGORY
PROGRAM THROUGH MARCH 31, 2016
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Source: New Jersey Housing and Mortgage Finance
Agency, The New Jersey HomeKeeper Program, About
the Program, Performance Reports, Quarterly
Performance Report Q1 2016, no date (may differ
from cash disbursements reported on the state’s
Quarterly Financial Report).
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FIGURE 4.42

HHF NEW JERSEY PROGRAM PERFORMANCE, ALL HHF PROGRAMS, AS OF 3/31/2016

15,000
As of 3/31/2016:
Estimate: 6,845 (Peak: 6,900) e
Homeowner Applications: 13,767 M
12,000 Homeowners Assisted: 6,057
Homeowner Admission Rate: 44%
9,000 /
6,000 /
d
3,000
0
Ql Q2 03 | Q Q@ Q3 o Q3 Q4]0 Q2 Q3 Q4] Q Q2 Q3 Q4]0Q Q2 Q3 0Q4]Ql
2010 2011 2012 2013 2014 2015 2016

State Estimated Program Participation
M Homeowner Applications

B Homeowners Assisted

Notes: Estimated includes highest estimate of a range. Applications are the total number of unique borrower applicants reported to Treasury, which Treasury
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Sources: Treasury and New Jersey Housing and Mortgage Finance Agency, Commitment to Purchase Financial Instrument and HFA Participation Agreement,
9/23/2010, Amendments to Agreement one through eight, as of 3/31/2016; New Jersey Housing and Mortgage Finance Agency, Quarterly
Performance Reports Q3 2011 - Q1 2016, no date; Treasury, HFA Aggregate Reports Q3 2012 — Q1 2016, no date.

FIGURE 4.43

HHF NEW JERSEY ACTUAL VS. ESTIMATED PROGRAM PERFORMANCE, BY PROGRAM, AS

OF 3/31/2016
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QUARTERLY REPORT TO CONGRESS | JULY 27, 2016 203

North Carolina’s HHF Programs

As of March 31, 2016, Treasury obligated $560,798,231 in HHF funds to

North Carolina, however, on April 20, 2016, Treasury increased that amount by
$145,709,333, bringing North Carolina’s total allocation to $706,507,564. 183
From mid-2011 to mid-2013, HHF North Carolina estimated that it would help
as many as 22,290 homeowners with HHF but had reduced that by 12%, to
19,619, as of March 31, 2016. As of that date, HHF North Carolina had helped
21,633 individual homeowners. This is 67% of homeowners who applied. HHF
North Carolina has denied 18% (6,000) of applying homeowners for any HHF
assistance, and did not provide HHF assistance to an additional 13% (4,211) of
homeowners because their application was withdrawn by either the state HFA or
the homeowner. One reason why a homeowner may withdraw their application
is because of lengthy wait times to receive an answer on their application. Some
homeowners may not be able to withstand delays. Homeowners receiving HHF
assistance from HHF North Carolina faced wait times ranging from 62 to 113
days, depending on the program.

For those homeowners receiving assistance, most received it through HHF
North Carolina’s two unemployment programs.'* HHF North Carolina has
ended two programs that had not assisted any homeowners: the Permanent Loan
Modification Program (August 2013) and the Principal Reduction Recast Program
(December 2013). HHF North Carolina’s Modification Enabling Pilot Project,
approved in December 2013, had just 27 participants as of March 31, 2016. On
June 1, 2016, Treasury approved allocating an additional $30 million of North
Carolina’s HHF funds to its down payment assistance program, bringing the total
for that program to $60 million.

As of March 31, 2016, the state’s HFA had drawn down $482.8 million (68%)
of its HHF funds and spent $366.4 million (52%) of their obligated funds on
program expenses to help homeowners. In addition, as of March 31, 2016, North
Carolina had spent $6.3 million on their DPA program to help 422 homebuyers.'®
The remaining $60.7 million (9%) was spent on administrative expenses, and $58.1
million (8%) was held as cash-on-hand.!%¢

Figures 4.45 and 4.46 show, in the aggregate and by program, respectively,
the number of homeowners HHF North Carolina estimated it would help with
its programs, the number of homeowners actually assisted and the homeowner
admission rate, as of March 31, 2016.

Xxxviil On February 19, 2016, Treasury announced $2 billion in TARP funding would be transferred to HHF and distributed to 18 of 19
HHF states. As part of the first phase distiributing $1 billion dollars to the 18 HHF states, on February 19, 2016, HHF North
Carolina was allocated $78 million.

FIGURE 4.44

NC HHF EXPENDITURES, BY
PROGRAM CATEGORY
PROGRAM THROUGH MARCH 31, 2016
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FIGURE 4.45
HHF NORTH CAROLINA PROGRAM PERFORMANCE, ALL HHF PROGRAMS, AS OF 3/31/2016
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FIGURE 4.46

HHF NORTH CAROLINA ACTUAL VS. ESTIMATED PROGRAM PERFORMANCE, BY

PROGRAM, AS OF 3/31/2016
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Notes: Programs may have been started or ended at different times. Estimated includes highest estimate of a range. Homeowner Admission Rate is cumulative Homeowners Assisted as a percent of
reported Homeowner Applications.

Sources: Treasury and North Carolina Housing Finance Agency, Commitment to Purchase Financial Instrument and HFA Participation Agreement, 8/23/2010, and Amendments to Agreement one through
eleven, as of 3/31/2016; North Carolina Housing Finance Agency, Quarterly Performance Reports Q3 2010 - Q1 2016, no date.
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FIGURE 4.47

OH HHF EXPENDITURES, BY
PROGRAM CATEGORY
PROGRAM THROUGH MARCH 31, 2016
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Source: Ohio Homeowner Assistance LLC, Save the
Dream Ohio: Quarterly Reports, Quarterly Performance

Report Q1 2016, no date (may differ from cash
disbursements reported on the state’s Quarterly
Financial Report).

Ohio’s HHF Programs

As of March 31, 2016, Treasury obligated $667,985,819, in HHF funds to Ohio,
however, on April 20, 2016, Treasury increased that amount by $94,316,248 for a
total allocation of $762,302,067.!5** At the end of 2010, HHF Ohio estimated
that it would help as many as 63,485 homeowners with HHF but had reduced
that by 35%, to 41,201, as of March 31, 2016. As of that date, HHF Ohio had
helped 24,533 individual homeowners. This is 71% of homeowners who applied.
HHF Ohio has denied 14% (4,881) of applying homeowners for any HHF
assistance, and did not provide HHF assistance to an additional 15% (5,365) of
homeowners because their application was withdrawn by either the state HFA or
the homeowner. One reason why a homeowner may withdraw their application
is because of lengthy wait times to receive an answer on their application. Some
homeowners may not be able to withstand delays. Homeowners receiving HHF
assistance from HHF Ohio faced wait times ranging from 197 to 366 days,
depending on the program.

For those homeowners receiving assistance, most received it through Ohio’s
past due payment and unemployment programs. HHF Ohio ended its Short
Refinance Program in December 2012, which had not helped a single homeowner
over the program’s life. HHF Ohio’s Transition Assistance Program, launched in
September 2010, had only helped 75 homeowners during more than five years of
operation through March 31, 2016. According to Treasury, HHF Ohio had stopped
accepting new applications from homeowners after April 30, 2014.!8

In addition to decreasing the number of homeowners it estimated helping,
HHF Ohio has shifted $238 million (31%) of its HHF funds away from existing
HHF programs to blight elimination as of June 28, 2016.'® This represents a shift
from making payments directly to homeowners or their mortgage servicers to help
keep homeowners in their homes. Treasury’s Blight Elimination Program allows for
substantial payments of TARP funds to land banks, non-profits and other parties,
including demolition contractors, in cash and mortgages that can be forgiven over
time. For more information, see the blight program update on pages 156-158 of
this Quarterly Report.

As of March 31, 2016, the state’s HFA had drawn down $540.4 million (71%)
of its HHF funds.'”® As of March 31, 2016, the most recent data available, HHF
Ohio had spent $427 million (56% of its obligated funds) to help homeowners;
it had also spent $24.9 million to demolish and remove 2,009 properties under
its blight elimination program.'! The remaining $51.2 million (7%) was spent on
administrative expenses, and $41.5 million (5%) was held as cash-on-hand.'*?

Figures 4.48 and 4.49 show, in the aggregate and by program, respectively,
the number of homeowners HHF Ohio estimated it would help with its HHF
programs, the number of homeowners actually assisted, and the homeowner
admission rate, as of March 31, 2016.

XXXiX On February 19, 2016, Treasury announced $2 billion in TARP funding would be transferred to HHF and distributed to 18 of 19
HHF states. As part of the first phase distiributing $1 billion dollars to the 18 HHF states, on February 19, 2016, HHF Ohio was
allocated $97.6 million.
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FIGURE 4.48
HHF OHIO PROGRAM PERFORMANCE, ALL HHF PROGRAMS, AS OF 3/31/2016
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Notes: Estimated includes highest estimate of a range, but excludes Ohio's estimate of the number of blighted properties to be eliminated. Applications are
the total number of unique borrower applicants reported to Treasury, which Treasury began reporting as of Q3 2012. Homeowner Admission Rate is

cumulative Homeowners Assisted as a percent of Homeowner Applications.

Sources: Treasury and Ohio Homeowner Assistance LLC, Commitment to Purchase Financial Instrument and HFA Participation Agreement, 9/23/2010, and
Amendments to Agreement one through eleven as of 3/31,/2016; Ohio Homeowner Assistance LLC, Quarterly Performance Reports Q4 2010 - Q1 2016, no

date; Treasury, HFA Aggregate Reports Q3 2012 — Q1 2016, no date.
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FIGURE 4.49

HHF OHIO ACTUAL VS. ESTIMATED PROGRAM PERFORMANCE, BY PROGRAM, AS OF
3/31/2016
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HHF OHIO ACTUAL VS. ESTIMATED PROGRAM PERFORMANCE, BY PROGRAM, AS OF

3/31/2016 (CONTINUED)

HOMEOWNER STABILIZATION ASSISTANCE
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Notes: Programs may have been started or ended at different times. Estimated includes highest estimate of a range, but excludes Ohio’s estimate of the number of blighted properties to be
eliminated. Homeowner Admission Rate is cumulative Homeowners Assisted as a percent of reported Homeowner Applications.

eleven as of 3/31/2016; Ohio Homeowner Assistance LLC, Quarterly Performance Reports Q4 2010 - Q1 2016, no date.

Sources: Treasury and Ohio Homeowner Assistance LLC, Commitment to Purchase Financial Instrument and HFA Participation Agreement, 9/23/2010, and Amendments to Agreement one through
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FIGURE 4.50

OR HHF EXPENDITURES, BY
PROGRAM CATEGORY
PROGRAM THROUGH MARCH 31, 2016
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Corporation, Oregon Homeownership Stabilization
Initiative, Reporting, Quarterly Performance Reports Q1
2016, no date (may differ from cash disbursements
reported on the state’s Quarterly Financial Report).

Oregon’s HHF Programs

As of March 31, 2016, Treasury obligated $256,468,242 in HHF funds to Oregon,
however, on April 20, 2016, Treasury increased that amount by $58,110,108,
bringing Oregon’s total allocation to $314,578,350.!%* As of September 30, 2014,
HHF Oregon estimated that it would help as many as 15,280 homeowners with
HHF, but had reduced that estimate by 1%, to 15,150, as of March 31, 2016. As
of that date, HHF Oregon had helped 11,785 individual homeowners. This is 42%
of homeowners who applied. HHF Oregon has denied 8% (2,158) of applying
homeowners for any HHF assistance, and did not provide HHF assistance to an
additional 51% (14,391) of homeowners because their application was withdrawn
by either the state HFA or the homeowner. One reason why a homeowner may
withdraw their application is because of lengthy wait times to receive an answer
on their application. Some homeowners may not be able to withstand delays.
Homeowners receiving HHF assistance from HHF Oregon faced wait times
ranging from 135 to 162 days, depending on the program.

For those homeowners receiving assistance, most received it through Oregon’s
past due payment and unemployment programs.'** As of March 31, 2016, HHF
Oregon had ended two programs for which the HFA had reported helping no
homeowners: the Loan Modification Assistance Program (June 2013) and the
Transition Assistance Program (December 2011). According to Treasury, HHF
Oregon had previously stopped accepting new applications from homeowners after
June 30, 2014, but, as of June 30, 2016, was again accepting applications for select
programs.'%?

As of June 30, 2016, the state’s HFA had drawn down 70% of its HHF funds.'*
As of March 31, 2016, the most recent data available, HHF Oregon had spent
$200.6 million (64%) to help homeowners, $35.8 million (11%) on administrative
expenses, and held $15.9 million (5%) as cash-on-hand.'”” The unique structures
of two of HHF Oregon’s programs, the Loan Refinance Assistance Program and
the Rebuilding American Homeownership Assistance Pilot Project—under which
Oregon extends new mortgage loans to homeowners, receives principal and interest
payments while it holds the new loans and recovers principal when it sells the loans
to third parties—allow the state to recycle large amounts back into HHF, which can
then either be used to provide additional homeowner assistance or held as cash-
on-hand. As of March 31, 2016, Oregon’s HFA reported having recovered $28.5
million in funds from homeowners who left the program before their HHF award
was fully forgiven (lien release), including under those programs.'®

Figures 4.51 and 4.52 show, in the aggregate and by program, respectively,
the number of homeowners HHF Oregon estimated it would help with its HHF
programs, the number of homeowners actually assisted and the homeowner
admission rate, as of March 31, 2016.

Xl on February 19, 2016, Treasury announced $2 billion in TARP funding would be transferred to HHF and distributed to 18 of 19
HHF states. As part of the first phase distiributing $1 billion dollars to the 18 HHF states, on February 19, 2016, HHF Oregon was
allocated $36.4 million.
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FIGURE 4.51
HHF OREGON PROGRAM PERFORMANCE, ALL HHF PROGRAMS, AS OF 3/31/2016
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Notes: Estimated includes highest estimate of a range. Applications are the total number of unique borrower applicants reported to Treasury, which Treasury
began reporting as of Q3 2012. Homeowner Admission Rate is cumulative Homeowners Assisted as a percent of Homeowner Applications.

Sources: Treasury and Oregon Affordable Housing Assistance Corporation, Commitment to Purchase Financial Instrument and HFA Participation Agreement,
8/3/2010, and Amendments to Agreement one through sixteen, as of 3/31/2016; Oregon Affordable Housing Assistance Corporation, Quarterly
Performance Reports Q2 2011 - Q1 2016, no date; Treasury, HFA Aggregate Reports Q3 2012 - Q1 2016, no date.
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FIGURE 4.52

HHF OREGON ACTUAL VS. ESTIMATED PROGRAM PERFORMANCE, BY PROGRAM, AS OF
3/31/2016
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Notes: Programs may have been started or ended at different times. Estimated includes highest estimate of a range. Homeowner Admission Rate is cumulative Homeowners Assisted as a percent of
reported Homeowner Applications.

Sources: Treasury and Oregon Affordable Housing Assistance Corporation, Commitment to Purchase Financial Instrument and HFA Participation Agreement, 8/3/2010, and Amendments to Agreement
one through sixteen, as of 3/31/2016; Oregon Affordable Housing Assistance Corporation, Quarterly Performance Reports Q2 2011 - Q1 2016, no date.
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Rhode Island’s HHF Program
As of March 31, 2016, Treasury obligated $89,032,390 in HHF funds to
Rhode Island, however, on April 20, 2016, Treasury increased that amount by
$26,942,913, bringing Rhode Island’s total allocation to $115,975,303.1%* At the
end of 2010, HHF Rhode Island estimated that it would help as many as 13,125
homeowners with HHF, but had reduced that estimate by 74%, to 3,413, as of
March 31, 2016. As of that date, HHF Rhode Island had helped 3,075 individual
homeowners. This is 64% of homeowners who applied. HHF Rhode Island has
denied 29% (1,425) of applying homeowners for any HHF assistance, and did not
provide HHF assistance to an additional 7% (333) of homeowners because their
application was withdrawn by either the state HFA or the homeowner. One reason
why a homeowner may withdraw their application is because of lengthy wait times
to receive an answer on their application. Some homeowners may not be able to
withstand delays. Homeowners receiving HHF assistance from HHF Rhode Island
faced wait times ranging from 118 to 223 days, depending on the program.

For those homeowners receiving assistance, most received it through
Rhode Island’s past due payment and unemployment programs.?® According to
Treasury, HHF Rhode Island stopped accepting new applications from struggling
homeowners seeking help from HHF after January 31, 2013. However, in
November 2015, Treasury approved HHF Rhode Island’s request to reallocate
funds to a new homebuyer assistance program.!

As of March 31, 2016, the state’s HFA had drawn down $79.4 million, 68%
of its $116 million HHF funds.?*?> As of March 31, 2016, the most recent data
available, HHF Rhode Island had spent $64.7 million (56% of its obligated
funds) to help homeowners.?** The remaining $8.7 million (8%) was spent on
administrative expenses, and $7.2 million (6%) was held as cash-on-hand.**

Figures 4.54 and 4.55 show, in the aggregate and by program, respectively,
the number of homeowners HHF Rhode Island estimated it would help with its
HHF programs, the number of homeowners actually assisted and the homeowner
admission rate, as of March 31, 2016.

xli on February 19, 2016, Treasury announced $2 billion in TARP funding would be transferred to HHF and distributed to 18 of 19 HHF
states. As part of the first phase distiributing $1 billion dollars to the 18 HHF states, on February 19, 2016, HHF Rhode Island was
allocated $9.7 million.

FIGURE 4.53

RI HHF EXPENDITURES, BY
PROGRAM CATEGORY
PROGRAM THROUGH MARCH 31, 2016
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FIGURE 4.54

HHF RHODE ISLAND PROGRAM PERFORMANCE, ALL HHF PROGRAMS, AS OF 3/31/2016
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Sources: Treasury and Rhode Island Housing and Mortgage Finance Corporation, Commitment to Purchase Financial Instrument and HFA Participation

Agreement, 8/3/2010, and Amendments to Agreement one through ten, as of 3/31/2016; Rhode Island Housing and Mortgage Finance Corporation,
Quarterly Performance Reports Q4 2010 - Q1 2016, no date; Treasury, HFA Aggregate Reports Q3 2012 — Q1 2016, no date.
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FIGURE 4.55

HHF RHODE ISLAND ACTUAL VS. ESTIMATED PROGRAM PERFORMANCE, BY PROGRAM,

AS OF 3/31/2016
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Sources: Treasury and Rhode Island Housing and Mortgage Finance Corporation, Commitment to Purchase Financial Instrument and HFA Participation Agreement, 8/3/2010, and Amendments to
Agreement one through ten, as of 3/31/2016; Rhode Island Housing and Mortgage Finance Corporation, Quarterly Performance Reports Q4 2010 - Q1 2016, no date.
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FIGURE 4.56

SC HHF EXPENDITURES, BY
PROGRAM CATEGORY
PROGRAM THROUGH MARCH 31, 2016
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Source: SC Housing Corp., SC HELP, Reports,

Quarterly Performance Reports Q1 2016, no date (may
differ from cash disbursements reported on the state’s

Quarterly Financial Report).

South Carolina’s HHF Programs

As of March 31, 2016, Treasury obligated $317,461,821 in HHF funds to South
Carolina.?®>i At the end of 2010, HHF South Carolina estimated that it would
help as many as 34,100 homeowners with HHF but had reduced that by 46%, to
18,350, as of March 31, 2016. As of that date, HHF South Carolina had helped
10,732 individual homeowners. This is 43% of homeowners who applied. HHF
South Carolina has denied 35% (8,681) of applying homeowners for any HHF
assistance, and did not provide HHF assistance to an additional 20% (5,102) of
homeowners because their application was withdrawn by either the state HFA or
the homeowner. One reason why a homeowner may withdraw their application
is because of lengthy wait times to receive an answer on their application. Some
homeowners may not be able to withstand delays. Homeowners receiving HHF
assistance from HHF South Carolina faced wait times ranging from 139 to 294
days, depending on the program.

For those homeowners receiving assistance, most received it through South
Carolina’s past due payment and unemployment programs.?*® HHF South Carolina
ended its program to provide second-lien reduction assistance to homeowners in
August 2011 and its HAMP modification assistance program in October 2013.
Neither of those programs had assisted a single homeowner. HHF South Carolina’s
remaining modification assistance program, approved in October 2013, had only
181 participants as of March 31, 2016.

In addition to decreasing the number of homeowners it estimated helping,
HHF South Carolina has shifted $35 million (11%) of its HHF funds away
from existing HHF programs to blight elimination. This represents a shift from
making payments directly to homeowners or their mortgage servicers to help keep
homeowners in their homes. Treasury’s Blight Elimination Program allows for
substantial payments of TARP funds to land banks, non-profits and other parties,
including demolition contractors, in cash and mortgages that can be forgiven over
time. For more information see the blight program update on pages 166-167 of this
Quarterly Report.

As of March 31, 2016, the state’s HFA had drawn down $212.5 million (67%)
of its HHF funds, and had spent $167.6 million (53% of its obligated funds) to help
homeowners. As of March 31, 2016, HHF South Carolina had spent $461,345
to demolish 26 properties.*” The remaining $30.9 million (10%) was spent on
administrative expenses, and $15.3 million (5%) was held as cash-on-hand.?%

Figures 4.57 and 4.58 show, in the aggregate and by program, the number of
homeowners HHF South Carolina estimated it would help with its HHF programs,
the number of homeowners actually assisted and the homeowner admission rate, as

of March 31, 2016.

xlii o February 19, 2016, Treasury announced $2 billion in TARP funding would be transferred to HHF and distributed to 18 of 19 HHF
states. As part of the first phase distiributing $1 billion dollars to the 18 HHF states, on February 19, 2016, HHF South Carolina was
allocated $22 million.
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FIGURE 4.57
HHF SOUTH CAROLINA PROGRAM PERFORMANCE, ALL HHF PROGRAMS, AS OF 3/31/2016
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Applications are the total number of unique borrower applicants reported to Treasury, which Treasury began reporting as of Q3 2012. Homeowner

Admission Rate is cumulative Homeowners Assisted as a percent of Homeowner Applications.
Sources: Treasury and SC Housing Corp., Commitment to Purchase Financial Instrument and HFA Participation Agreement, 8/3/2010, Amendments to
Agreement one through nine, as of 3/31/2016; SC Housing Corp., Quarterly Performance Reports Q1 2011 - Q1 2016, no date; Treasury, HFA Aggregate

Reports Q3 2012 - Q1 2016, no date.
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FIGURE 4.58

HHF SOUTH CAROLINA ACTUAL VS. ESTIMATED PROGRAM PERFORMANCE, BY
PROGRAM, AS OF 3/31/2016
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Notes: Programs may have been started or ended at different times. Estimated includes highest estimate of a range, but excludes South Carolina’s estimate of the number of blighted properties to be
eliminated. Homeowner Admission Rate is cumulative Homeowners Assisted as a percent of reported Homeowner Applications.

Sources: Treasury and SC Housing Corp., Commitment to Purchase Financial Instrument and HFA Participation Agreement, 8/3/2010, Amendments to Agreement one through nine, as of 3/31/2016;
SC Housing Corp., Quarterly Performance Reports Q1 2011 — Q1 2016, no date; Treasury, HFA Aggregate Reports Q3 2012 - Q1 2016, no date.
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Tennessee’s HHF Program

As of March 31, 2016, Treasury obligated $269,260,804 in HHF funds to
Tennessee, however, on April 20, 2016, Treasury increased that amount by
$32,794,226, bringing Tennessee’s total allocation to $302,055,030.29¥i At the
end of 2011, HHF Tennessee estimated that it would provide HHF assistance to as
many as 13,500 homeowners through its single HHF unemployment program but
had reduced that by 46%, to 7,355, as of March 31, 2016. As of that date, HHF
Tennessee had helped 7,355 individual homeowners. This is 79% of homeowners
who applied. HHF Tennessee has denied 14% (1,300) of applying homeowners for
any HHF assistance, and did not provide HHF assistance to an additional 7% (697)
of homeowners because their application was withdrawn by either the state HFA
or the homeowner. One reason why a homeowner may withdraw their application
is because of lengthy wait times to receive an answer on their application. Some
homeowners may not be able to withstand delays. Homeowners receiving HHF
assistance from HHF Tennessee faced wait times averaging 121 days.

For those homeowners receiving assistance, most received it through
Tennessee’s unemployment program.?'® According to Treasury, as of September
30, 2014, HHF Tennessee stopped accepting new applications from struggling
homeowners, except under select programs.?!!

In addition to decreasing the number of homeowners it estimated helping,
HHF Tennessee shifted $10 million of its HHF funds away from existing HHF
programs to blight elimination. This represents a shift from making payments
directly to homeowners or their mortgage servicers to help keep homeowners in
their homes. Treasury’s Blight Elimination Program allows for substantial payments
of TARP funds to land banks, non-profits and other parties, including demolition
contractors, in cash and mortgages that can be forgiven over time. For more
information see the blight program update on page 169 of this Quarterly Report.

As of March 31, 2016, the state’s HFA had drawn down $198.3 million (66%)
of its HHF funds and spent $174.3 million (58%) to help homeowners.?'> The
remaining $19.3 million (6%) was spent on administrative expenses, and $6.4
million (2%) was held as cash-on-hand.??

Figures 4.60 and 4.61 show, in the aggregate and by program, respectively, the
number of homeowners HHF Tennessee estimated it would help with its HHF
programs, the number of homeowners actually assisted, and the homeowner
admission rate, as of March 31, 2016.

xliii o February 19, 2016, Treasury announced $2 billion in TARP funding would be transferred to HHF and distributed to 18 of 19 HHF
states. As part of the first phase distiributing $1 billion dollars to the 18 HHF states, on February 19, 2016, HHF Tennessee was
allocated $51.9 million.

FIGURE 4.59

TN HHF EXPENDITURES, BY
PROGRAM CATEGORY
PROGRAM THROUGH MARCH 31, 2016
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Source: Tennessee Housing Development Agency,
Keep My Tennessee Home, Reports, Quarterly
Performance Report Q1 2016, no date (may

differ from cash disbursements reported on the state’s
Quarterly Financial Report).
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FIGURE 4.60
HHF TENNESSEE PROGRAM PERFORMANCE, ALL HHF PROGRAMS, AS OF 3/31/2016

15,000

12,000

9,000 Y
As of 3/31/2016:
Estimate: 7,355 (Peak: 13,500)
Homeowner Applications: 9,352 /—
6,000 Homeowners Assisted: 7,355

Homeowner Admission Rate: 79%

3,000

Q. Q2 Q3 Q4
2010

Ql Q2 Q3 4
2011

Q1 Q2 Q3 Q4
2012

Q1 Q2 Q3 Q4
2013

Ql Q2 Q3 4
2014

Ql Q2 Q3 Q4
2015

Q1
2016

State Estimated Program Participation I Homeowners Assisted
M Homeowner Applications

Notes: Estimated includes highest estimate of a range. Applications are the total number of unique borrower applicants reported to Treasury, which Treasury
began reporting as of Q3 2012. Homeowner Admission Rate is cumulative Homeowners Assisted as a percent of Homeowner Applications.
Sources: Treasury and Tennessee Housing Development Agency, Commitment to Purchase Financial Instrument and HFA Participation Agreement,

9/23/2010, and Amendments to Agreement one through ten, as of 3/31/2016; Tennessee Housing Development Agency, Quarterly Performance Reports
Q1 2011 - Q1 2016, no date; Treasury, HFA Aggregate Reports Q3 2012 - Q1 2016, no date.

FIGURE 4.61

HHF TENNESSEE ACTUAL VS. ESTIMATED PROGRAM PERFORMANCE, BY PROGRAM, AS
OF 3/31/2016
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Sources: Treasury and Tennessee Housing Development Agency, Commitment to Purchase Financial Instrument and HFA Participation Agreement, 9/23/2010, and Amendments to Agreement one
through nine, as of 3/31/2016; Tennessee Housing Development Agency, Quarterly Performance Reports Q1 2011 - Q1 2016, no date; Treasury, HFA Aggregate Reports Q3 2012 — Q1 2016, no date.
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Washington, DC’s HHF Program
As of March 31, 2016, Treasury obligated $25,621,800, in HHF funds to
Washington, DC, however, on April 20, 2016, Treasury increased that amount by
$3,123,331 bringing its total allocation to $28,745,131.21* At the end of 2010,
Washington, DC’s HFA estimated that it would provide HHF assistance to as many
as 1,000 homeowners with its single HHF HomeSaver unemployment program but
had increased that to 1,300 as of March 31, 2016. As of that date, HHF DC had
helped 707 individual homeowners.?'> This is 81% of homeowners who applied.
HHF Washington, DC. has denied 15% (133) of applying homeowners for any
HHEF assistance, and did not provide HHF assistance to an additional 3% (27) of
homeowners because their application was withdrawn by either the state HFA or
the homeowner. One reason why a homeowner may withdraw their application
is because of lengthy wait times to rece