The mortgage overhaul agreement could make it easier for those at risk of
foreclosure in California and other states to restructure their loans. PHOTOS BY AP

$25 billion mortgage
deal goes to states

Nation's five
largest lenders
approve overhaul

By Derel Kravitz
Thit Associated Press

WASHINGTON — The
nation’s  five largest
mortgage lenders have
agreed to pverhaul their
industry after deceptive
foreclosure  practices
drove homeowners out
of their homes, govern-
ment officials said Mon-
day.

A draft settlement be-
tween the banksand 11:5.
states has been sent to
state officials for review.

Those who lost their
homes to foreclosure
aren't likely to get them
hack or benefit much fi-
nancially from the settle-
ment, which could be as
high as $25 billion, About
750,000 Americans —
about half of the house-
holds who might be eligi-
ble for assistance under
the deal — will likely re-
ceive checks for about
$1,800.

But the ‘agreement
could reshape long-
standing mortgage lend-
ing guidelines and make
it éasier for those at risk
of foreclosure torestric-
ture their loans. And
about 1 million home-
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About ?EH,HD mar}r.iins — about half of the

households who might be eligible for assistance unde
the deal — will likely receive checks for about $1,800.
States are revievving the draft agreement.

owners could see the size
of the mortgage reduced.

Five major banks —
Bank of  America,

JPMorgan Chase, Wells:

Fargo, Citibank and Ally

Financial — and U.5.

state attorneys general
could adopt the agree-
ment within weeks, ac-

cording to two officials

‘briefed on the discus

sions. They spoke on con
dition of ancnymity be
cause they aren’t autho-
rized to discuss the
agreement publicly.
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industry since the 1998
multistate tobaceo deal.

It would end a painful
chapter that grew out of the
2008 financial erisis,

Nearly 8 milliph Ameri-
cans have faced foreclo-
sure since the housing bub-
ble burst. In some cases,
companies that process
mortgages failed to verify
the information on foreclo-
sure documents.

The worst practices,
known collectively as “ro-
bo-signing,” included em-
ployees signing documents
they hadn’t read or using
fake signatures ta sign off
on foreclosures,

President Barack Oba-
ma is expected to tout the
settlement in his State of
the Union address today.
His administration has put
pressure on state officials
towrap up & deal more than
a year in the maling.

But some say the pro-
posed deal doesn't go far
enough. They have argued
for a thorough investiga-
tion of potentially illegal
foreclosure practices be-
fore a settlement is ham-
mered out,

"Wall Street againistry-
ing to pass the buck In-

:stead of criminal prosecu-

tions, we're talking about
something that's not more
than a slap on the wrist,”

-said Sen. Sherrod Brown,

[2-0Ohio, who has been criti-
cal of the proposed settle-
ment.

A signed desl isn't ex~
pected this week, said
Geoff Greenwood, &
spokesman for Iowa Attor-
ney General Tom Miller,
who has led the 50-state ne-
gotiations.

The settlement would
only apply to privately held
mortgages issued between
2008 and 2011, not those
held by government-con-
trolled Fannie Mae orFred-
die Mac, Fannje and Fred-
die own about half of all
U.S. mortgages, roughly
about 31 million U.S, home
loans.

As part of the deal,
about 1 miliion homeown-

The settlement would ers could also get the prin-
be the biggest of a single cipal amount of theirmort-

gages written dowit by an

See MORTGAGE, average of $20,000.
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ers with a mortgage — or
about 11 million people —
owe more than their home
is worth,

These so-called "under-
water” horrowers have lit-
tle chance at refinancing.

Democratic aftorneys
general were meeting
Monday in Chicago to dis-
cuss the deal with Housing
and Urban Development
Secretary Shaun Donovan.
Republican attorneys gen-
eral will be briefed about
the deals via conference
call later in the day. Under
the deai:

» $17 billion would go to-
ward reducing the princi-
pal that struggling home-
owners owe on their mowt-
gages,

»$5 billion would be
placed in areserve account
for various state and feder-
al programs; a portion of
that money would cover
the $1,800 checks sent to
those homeowners affect-
ed by the deceptive prac-
tices.

» About $3 billion would
to help homeowners refi-
nance at 5.25 percent.

In October 2010, major
banks temporarily sug-
pended {oreclosures fol-
lowing revelations of wide-
spread deceptive foreclo-
sure practices. BPiscus-
sions then began over a
naticnal settlement.

Some states have dis-
agreed over what terms to
offer the banks. In Septem-
ber, California announced
it wouldn’t agreeto a settle-
ment over foreclosure
abuses that state and feder-
al officials have been work-
ing on for more than a year,

New York, Delaware,
Nevada and Massachu-
setts, which sued five ma-
jor banks earlier in Decem-
ber over deceptive foreclo-
sure practices, have dlso
argued that banks
shouldn’t be protected
from future civil lability.
Thedeal won't fully release
banks from future criminal
suits by individual states.

Both sides have also
fought pver the amounts of
money that should be
placed in the reserve ae-
count for property owners
who were improperly fore-
closed upon. Many of the
larger points of the deal, in-
cluding a $25 billion cost
for the banks, have long
been worked out, officials
say.




