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Chairman Knollenberg and members of the House Committee on Banking and Financial
Services, thank you for the opportunity to testify today. I am Lorray Brown, the statewide
foreclosure prevention specialist at Michigan Poverty Law Program. Michigan Poverty Law
Program is the statewide support center for legal services programs.

[ am here today to strongly support Attorney General Bill Schuette’s current proposed
appropriation of the funds from the National Mortgage Foreclosure Settlement. The Settlement
Agreement directs that the funds should be used to avoid foreclosures and address the effects of
the foreclosure crisis. To do so, the Agreement directs that the funds should be allocated:

... supplementing the amounts paid to state homeowners under the Borrower
Payment Fund, funding for housing counselors, state and local foreclosure
assistance hotlines, state and local foreclosure mediation programs, legal assistance,
housing remediation and anti-blight projects, funding for training and staffing of
financial fraud or consumer protection enforcement efforts, and civil penalties.
[Consent Judgment, Exhibit B]

Attorney General Schuette’s proposal adheres to the Settlement Agreement. For
example, the foreclosure counseling allocation will allow homeowners, through housing
counselors and legal assistance, to avoid preventable foreclosures. Avoiding preventable
foreclosures will also prevent blight. Additionally, the allocation for increase enforcement and
prosecution of foreclosure rescue scammers is well needed in this state.

At this time, [ would like to share with you the services that homeowners currently
receive to avoid preventable foreclosures. You will hear from Neeta Delaney, the co-director of
the Michigan Foreclosure Task Force, who will tell you about the invaluable services performed
by housing counselors to save homes for homeowners. I’ll therefore focus on the legal

assistance being provided to Michigan homeowners.

As the statewide foreclosure specialist, I direct the Michigan Foreclosure Prevention
Project, a project of the Michigan Poverty Law Program. The Michigan Foreclosure Prevention
Project (MFPP) is a collaborative project among the major legal services providers in Michigan.
in 2009, MPLP was awarded a series of grants and subgranted the funds to support staff
attorneys specializing in foreclosure defense work at each of the six largest regional legal
services programs in the state. This means that there is at least a designated foreclosure expert

available to homeowners throughout the state.



The Foreclosure Project provides the following supports for the statewide system:

¢ a series of trainings, open to attorneys and housing counselors, so the line staff
are informed about the latest developments in foreclosure defense law.

¢ quarterly task force meetings, where attorneys and housing counselors discuss
service coordination issues, developing legal issues, and cases.

¢ a website and advocates materials, including a pleadings bank.

¢ two active list serves—a lawyers list serve for legal questions and a general list
serve for housing counselors and lawyers.

¢ coordination of complex litigation; co-counseling of significant cases; and
direct representation of cases.

¢ policy advocacy on statewide issues.

We also work collaboratively with the Michigan State Housing Development Authority
(MSHDA). MSHDA is actively involved in community based foreclosure prevention work.
MSHDA staff are active participants in the Foreclosure Project task force meetings and have
funded both counseling services and legal services.

Essentially, with the Foreclosure Project, we have created a statewide community of
advocates that is able to share information and strategies on foreclosure prevention. There now
exists a close collaboration between legal aid lawyers and housing counselors in nearly every
community. With this, there is an effective two-way referral system between lawyers and
counselors. This is a system in which every homeowner facing foreclosure and every tenant
facing a post-foreclosure eviction has access to both trained housing counseling and specialized
legal assistance.

The Foreclosure Project increased the number of foreclosure cases handled by legal
services programs by over 100% [from about 1800 cases to over 3600 cases] in its first year of
operations {2009). Over its first three years of operations (2009-2011), the Foreclosure Project
assisted over 12,000 homeowners. In cases where the Foreclosure Project lawyers accepted a
case for full representation, the clients achieved a positive outcome in over 90% of the cases—
saving over 4,000 homes.

The Foreclosure Project lawyers have litigated cases involving the issue of
ienders/servicers failing to honor proposed loan modifications and/or failing to make temporary
modifications permanent after a homeowner has successfully completed his or her
responsibilities under a Trial Period Plan. There were also suits filed concerning predatory
lending, mortgage fraud, home repair loan fraud, and suits concerning errors by lenders and
servicers in servicing the loan, or in the foreclosure process.

For example, a woman in Ingham County was current on her mortgage until she lost her
job. Working with a housing counselor, she obtained a temporary loan modification from the
der. The temporary agreement required her to successfully pay the trial payments for three
;msm%% She pa1d for three months, then another month, and another month, etc. She made her
trial payments for ten months. At the end of ten months, instead of receiving a permanent loan
modification, she was told by the lender that she was denied a loan modification and they will




foreclosure. It was at that point the housing counselor referred the case to legal services. We
successfully litigated that case. The woman is now permanently in her home making monthly
pryments and no longer at risk of being foreclosed upon.

Another case involved an Eaton County couple and their twelve year-old daughter. A
vear before seeking legal assistance, the husband lost his job. As a result, they were not able to
make the mortgage payments. They contacted the lender without the assistance of a housing
counselor or legal assistance. They were unsuccessful. Subsequently, the lender foreclosed on
the home. Throughout the redemption period, the couple tried repeatedly to see if they could
save their home and work out an agreement with the lender. They were again unsuccessful. The
redemption period expired and they were now facing imminent eviction. After the eviction order
was granted, the husband was able to obtain employment. They were then able to get a loan
from another bank to repurchase the home. However, the lender refused to let the couple
repurchase the home. It was at that point, the couple sought legal assistance from our program.
Once we were involved in the case, we initiated litigation. Four months of litigation later, the
lender finally capitulated and allowed the couple to repurchase the home.

These are just two of the many cases in which the Foreclosure Project attorneys are able
to save homes for homeowners. We therefore urge this Committee to support the Attorney
General Bill Schuette’s current proposed appropriation of the funds from the National Mortgage
Foreclosure Settlement. If approved, Michigan will be in a position to provide invaluable
services that will avoid foreclosures, thus keeping homeowners in their homes, and stabilize
neighborhoods.

Thank you.
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