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Thank you f or holding a hearing t o f ocus on ways t o st op t he rising 
f o reclosure rat es in t he Calif orniaÕs Cent ral Valley and t he impact  o f  
t hese f o reclosures on our communit ies.  My name is George Duart e, 
and I am a mort gage broker in t he Cit y of  Fremont , doing business in 
East  Bay-Alameda, Cont ra Cost a, San Joaquin, Sant a Clara and ot her  
count ies since February 1986 .  I have earned a Cert if ied Mort gage 
Consult ant  (CMC) designat ion f rom t he Nat ional Associat ion of  
Mort gage Brokers (NAMB), which is t he most  advanced credent ial f o r  
mort gage prof essionals of f ered by NAMB.  I cur rent ly serve as t he 
Vice-Chairman of  t he Government  Af f air s Commit t ee of  t he Calif ornia 
Associat ion of  Mort gage Brokers (CAMB) f o r t he nor t hern region of  
Calif o rnia.   

 
I appreciat e t he opport unit y t o t est if y  on behalf  of  t he Calif o rnia 

Associat ion of  Mort gage Brokers (CAMB) and would like t o ext end my 
grat it ude t o Congressman Cardoza and Congressman McNerney f o r t he 
invit at ion t o join t he panel t oday t o share CAMBÕs observat ions and 
experiences about  t he challenges consumers f ace as t hey seek t o 
avoid t he t ragedy of  f o reclosure and t he impact  of  r ising f oreclosures 
on t he Cent ral Valley.  I commend t he Commit t ee f o r t raveling t o what  
some have called Òground zeroÓ f o r t he mort gage c risis t hat  is f acing 
our nat ion t o hear direct ly f rom t hose of  us who are seeing t he 
problems f i r st -hand. We are in t he communit y, assist ing t hose who are 
f aced wit h t he t ragedy of  losing t heir homes and also wit nessing t he 
af t ermat h of  t he c risis and it s dramat ic impact  on neighborhoods.     
 

The Calif ornia Associat ion of  Mort gage Brokers (CAMB) is a non-
prof it  prof essional t rade associat ion comprised of  licensed real est at e 
brokers, salespersons, and af f iliat ed lenders whose primary business is 
assist ing consumers in obt aining resident ial and commercial real est at e 
f inancing, and brokering convent ional and government  mort gage loans.  
Since it s incept ion in 1990 , CAMB has promot ed t he highest  st andards 
of  prof essional and et hical conduct , among which are exper t  
knowledge, account abilit y , f air dealing, and service t o t he consumer 
and our communit y. The Associat ion provides educat ion, legislat ive and 
regulat ory represent at ion, and public relat ions f o r it s members, while 
serving as a f o rum f or t he development  of  common business int erest s 
across t he indust ry .  CAMB has led t he mort gage indust ry by being 
f i r st  in Calif ornia and t he count ry t o def ine and combat  predat ory 
lending, as well as c reat ing a mort gage originat ion handbook t hat  has 
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set  t he st andard f o r best  pract ices in t he indust ry .  At  bot h t he st at e 
and f ederal levels, CAMB has advocat ed f o r and is dedicat ed t o curbing 
predat ory lending pract ices, while ensuring t he best  product s are 
available t o help more and more Amer icans achieve and sust ain t he 
dream of  homeownership. 

 
Foreclosures in CaliforniaÕs Central Valley 

 
The number of  homes across t he count ry in danger o f  

f o reclosure has more t han doubled since last  year and despit e some 
repor t s t o t he cont rary , t he sit uat ion is get t ing worse, not  bet t er.  At  
t he end of  July, Realt yTrac released t he U.S. Foreclosure Market Report, 
indicat ing t hat  f o reclosure f ilings we re up 14 percent  more f o r t he 
second quart er of  2008 .  For t he past  eight  quar t ers, f o reclosures 
have been on a st eep rise, wit h f oreclosure f ilings in Calif ornia up 198  
percent  f rom just  last  year .  One in every 65 Calif ornia households 
received a f oreclosure f iling during t he second quart er of  2008 .   

 
Unf o r t unat ely, t he Cent ral Valley of  Calif ornia has been heavily 

impact ed by t he f oreclosure c risis.  Wit h San Joaquin Count y on t rack 
t o have more t han 16 ,000  homes f o reclosed on t his year alone, t he 
Cent ral Valley cont inues t o be at  t he cent er of  t his c risis.  St ockt on 
has experienced a 50  percent  decrease in median home values in just  
t he last  12 mont hs, and our neighboring cit ies and count ies are 
experiencing similar declines.  This dramat ic decline in home values 
impact s t he equit y of  homeowners who are not  in t rouble and has 
caused some t o Òwalk awayÓ f rom t heir  proper t ies even when t hey can 
make t he mort gage payment  because t hey owe more t han t he home is 
wort h, f ur t her exacerbat ing t he problems of  vacant  proper t ies in our 
communit ies.  Project ions are t hat  t hings will get  f ar wo rse as 
negat ive-amort izing loans are scheduled t o reset  in t he next  t welve 
mont hs.  It  is imperat ive t o st op t he downward spiral of  people losing 
t heir homes, which is also causing t he equit y of  ot her area 
homeowners t o vanish.  We commend t he Commit t ee f or it s cont inued 
f ocus on f inding ways t o achieve st abilit y in t he housing market s t o 
end t he f o reclosure c risis and st op t hese dramat ic declines in home 
values. 
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CAMBÕs Preserving Homeownership Initiative Ð Helping Homeowners to Avoid 
Foreclosure 
 

CAMB members have been reaching out  t o communit y leaders in 
an ef f o r t  t o provide assist ance t o homeowners who are f acing 
f o reclosure t hrough CAMBÕs Foundat ion, which is a 501(c)(3)  non-
prof it  organizat ion.  Through it s Preserving Home Ownership Init iat ive 
Program ( PHOI) , t he CAMB Foundat ion provides f ree, communit y based 
f o rums t hat  allow exist ing homeowners a one-on-one mort gage 
counseling session wit h a CAMB advisor.  The PHOI program began 
init ially as a program t o help homeowners t o underst and t heir loan 
document s and t o answer any quest ions regarding f inancing, c redit  and 
homeownership.  Due t o t he cur rent  market  sit uat ion, PHOI has evolved 
int o a program t hat  of f ers counseling t o homeowners about  t he loan 
modif icat ion process.   

 
PHOI event s t ake place at  communit y locat ions and of t en in 

par t nership wit h ot her local organizat ions and elect ed of f icials. The 
Calif o rnia Depart ment  of  Consumer Af f air s and Business, 
Transport at ion and Housing Agency have par t nered wit h t he CAMB 
Foundat ion t o of f er t he PHOI program in a t own hall set t ing.  In 
addit ion, t he PHOI program has been f acilit at ed by local t elevision 
net wo rks t hrough a t elet hon f ormat , allowing us t o reach t housands o f  
consumers.  Since January 2008 , we have convened more t han 50 PHOI 
event s across t he st at e of  Calif ornia, as par t  of  t he GovernorÕs Task 
Force.  In addit ion, in t he last  t en mont hs we have held t en t elet hons, 
seven in English and t wo in Spanish. 
 

PHOI advisors are experienced volunt eer s t hat  are members o f  
CAMB. The counseling services provided at  PHOI event s are 
absolut ely f ree of  charge and CAMB volunt eers are prohibit ed f rom 
engaging in self  promot ion or solicit ing business f rom event  
par t icipant s.  We are dedicat ed t o ensuring t hat  PHOI remain an 
educat ional event  f o r consumers, as opposed t o a f orum f or advisor s 
t o generat e business leads.  Wit h t hat  in mind, rules of  conduct  f o r  
advisors at  PHOI event s are st r ict ly enf orced.  
 

PHOI counselors provide advice t o consumers about  t he loan 
modif icat ion process and how t o have a successf ul int eract ion wit h a 
servicer . We provide phone numbers f o r lenders.  We of f er advice 
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about  what  mat erials consumers should have in f ront  of  t hem bef ore 
t hey call t heir servicer and we of f er  st rat egies f o r t hem t o be 
successf ul in t heir call.  For example, we advise consumers t o 
immediat ely ask f o r t he Loss Mit igat ion Depart ment  when t hey call 
t heir servicers.  We also provide advice about  how t o complet e t he loan 
modif icat ion f orm. Fur t her , we counsel consumers on what  t o expect  in 
t erms of  how long t hey might  be placed on hold, and accept able t ime 
f rames t hey might  have t o wait  t o receive an answer regarding t he 
considerat ion of  t heir loan modif icat ion request .  The bot t om line is 
t hat  PHOI counselors t ry t o provide homeowners wi t h as much 
inf ormat ion as possible so t hat  t hey can advocat e f o r t hemselves 
when t hey cont act  t heir loan servicers.   
  

The most  recent  PHOI t elet hon was held on August  8 , 2008 in 
Sacrament o, Calif ornia.  We par t nered wit h Channel 3 KCRA, an NBC 
af f iliat e, f rom 5 :00 a.m. t o 7 :00 p.m. t o of f er inf ormat ion and advice 
t o individuals who called our hot line.  The t elephones we re manned by 
t en t o t welve PHOI counselors.  There were also t wo PHOI counselo r s 
available t o answe r quest ions by e-mail.  We ar ranged f or Count rywide 
and Wells Fargo t o est ablish a hot  line f or t he day.  During t he course 
of  t he day, we received over 1 ,000  calls and 400  e-mails f rom 
consumers in need of  assist ance.   
 
Problems with Servicers 

I would like t o t ake t his opport unit y t o share wit h t he Commit t ee 
what  we have learned t hrough our PHOI event s about  t he problems 
many in danger of  f oreclosure are f acing in seeking assist ance f rom 
servicers t o f ind a solut ion t hat  would allow t hem t o remain in t heir  
homes.  Families at  r isk of  f o reclosure can be helped t remendously 
when compet ent  prof essionals are t here t o assist  t hem in 
underst anding t heir opt ions and navigat ing t he mort gage servicing 
laby rint h.  Unf or t unat ely, it  is all t oo of t en t hat  individuals f eel t hey 
have nowhere t o t urn as a result  of  t he responses t hey receive f rom 
loan servicers when t hey call t he t oll- f ree phone number t hat  is print ed 
on t heir mont hly mort gage st at ement s.  

 
While PHOI has been very successf ul, it  is apparent  wit h t he 

r ising f o reclosure rat es t hat  more must  be done t o reach all who are in 
need of  assist ance in avoiding f oreclosure.  From our PHOI event s, we 
have learned t hat  consumers are conf used and t hey do not  know where 
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t o go f or help.  The misinf ormat ion t hey have received is unbelievable.   
The f i r st  logical st ep f or any consumer is t o call t he t oll- f ree phone 
number on t heir mort gage st at ement  t o request  assist ance.  However, 
f o r f ar t oo many homeowners, t his call only leads t o f rust rat ion and 
conf usion.    

 
I cannot  overemphasize t o you t hat  t he volume of  individuals who 

are in need of  assist ance is overwhelming.  While lenders are repor t ing 
high levels of  loan modif icat ions, t heir ef f o r t s are clearly not  enough 
given t he long lines of  people coming t o us f o r help and given t he 
conf usion and f rust rat ion t hat  consumers express t o us.  What  has 
happened t o so many of  our f ellow Americans t o get  t hem int o t his 
sit uat ion is abhor rent .  The st ories t hat  we have heard are hear t  
wrenching, and also as mort gage prof essionals we f ind t hem t o be 
inf uriat ing.  Not  only are we hearing about  high incidences of  mort gage 
f raud, but  also t he majorit y of  t he t ime PHOI event  par t icipant s are 
learning about  t heir opt ions f o r t he f i r st  t ime and have been 
misinf ormed or misdirect ed by t heir servicer . 

 
We believe t hat  in order t o st em t his t ide of  f oreclosures, it  will 

be absolut ely c rit ical f or servicers t o make signif icant  improvement s 
t o t heir loan modif icat ion processes and t o of f er clear inst ruct ions and 
compet ent , t rained, and compassionat e individuals t o wo rk wi t h t heir  
cust omers.  Counseling ent it ies do not  have t he abilit y t o address t he 
sheer volume of  all of  t hose who need help. Wit hout  improvement s t o 
t he servicersÕ operat ions, we will cont inue t o see t he high volume of  
people in need of  assist ance in get t ing t he inf ormat ion and result s 
f rom t he servicers t hat  t hey need.  Based on our experiences wi t h t he 
consumers we have met  seeking assist ance t hrough t he PHOI program, 
we would like t o of f er t he f ollowing observat ions about  problems wi t h 
t he servicers t hat  need t o be cor rect ed: 

 
Lack of Experience.  We have f ound t hat  t he depart ment s f o r servicing 
and loss mit igat ion are not  prepared t o handle t he volume of  inquir ies 
or t he t ypes of  issues t hat  are being raised by homeowners.  While we 
commend servicers f o r responding t o t he f oreclosure c risis by hir ing 
more loan modif icat ion st af f , t he problem is t hat  many of  t hese 
individuals are not  f ully t rained or appropriat ely qualif ied t o assist  
consumers wi t h t he loan modif icat ion process.  
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Inconsistency in Information.  Time and again, we have been t old by 
consumers t hat  t hey have received dif f erent  inf ormat ion, inst ruct ions, 
or advice each t ime t hat  t hey call and speak t o a dif f erent  person at  
t heir servicer .  Because consumers are not  always wo rking wit h t he 
same person, t he t erms or requirement s f o r loan modif icat ion 
f requent ly change.  For example, one consumer we wo rked wit h was 
t old t hat  t hey could not  be helped unt il t hey missed t wo payment s. 
Af t er missing t wo payment s, t hey called back and were t old t hat  t hey 
could not  have t heir loan modif ied because t hey were delinquent  on 
t heir payment s.  Essent ially , servicers are advising people t o harm 
t heir c redit  and become lat e on t heir  payment s and t hen penalizing 
t hem f or doing so af t er t he f act .  
 
Lack of Coordination in Servicing Departments. We have f ound a t ot al lack of  
coordinat ion among t he loan servicing depart ment s. Depart ment s do 
not  t alk t o one anot her or share inf ormat ion about  a specif ic account . 
As a result , a consumer could be working very hard wit h t he Loss 
Mit igat ion Depart ment  f or a loan modif icat ion, but  because t he Def ault  
or Trust ee depart ment  is not  aware of  t his, t he personÕs house can be 
sold at  a t rust ee sale in t he middle of  t he loan modif icat ion process.  
Fur t her, if  t he consumer is direct ed t o t he Collect ions Depart ment , t he 
f ocus is on collect ing lat e payment s rat her t han wo rking on t he loan 
modif icat ion.   
 
Time Delays.  Most  of  t he servicers t ake bet ween 90 and 120 days t o let  
a consumer know if  t hey are approved f o r a loan modif icat ion.  Some 
t ake even longer.  Wit h some of  t he lenders, t he consumer might  send 
in t heir loan modif icat ion mat erials but  it  t akes so long t o process it  
t hat  t he package will expire and t he lender will t ell t he consumer t hat  
t hey have t o st ar t  over.   
 
Lack of Consideration of Individual Hardship Circumstances.  Most  servicer s 
require a hardship let t er t o be included in t he loan modif icat ion 
package.  Unf or t unat ely, it  appears t o us t hat  t hese hardship let t e r s 
are largely ignored. Inst ead, decisions are made by f ormulas as 
opposed t o t he individualÕs circumst ances t hat  have caused t he 
dif f icult y in making payment s.  Most  people we see at  our event s have 
t wo or t hree years of  excellent  payment  hist ory . The problem f o r 
many arose when t heir minimum mort gage payment  reset .  If  servicer s 
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would consider leaving payment  where it  was prior t o t he reset , t his 
would help many avoid f oreclosure.  
 
Modifying Some ARM Loan Terms Across-the-Board as Opposed to Individually 
 

In addit ion t o t he problems wi t h t he loan modif icat ion process in 
t he af o rement ioned sect ion, a signif icant  drawback of  t he loans t hat  
have caused so much damage is t he f eat ure t hat  result s in very high 
margins t hat  begin af t er t he init ial f ixed period of  t wo or t hree years.  
Margins of  f ive, six, or even seven percent  are quit e common on t hese 
loans, causing t he f ully indexed rat es t o reset  by double digit s af t e r  
t he init ial f ixed period.  As we have seen t hese dramat ic loan reset s 
make it  vir t ually impossible f or many consumers t o sust ain t imely 
mort gage payment s. 
  

While lendersÕ ef f o r t s t o respond t o loan modif icat ion request s 
one-at -a-t ime is underst andable, t he sheer volume of  request s have 
caused t hat  sy st em t o f ail and as a result  f ar t oo many individuals are 
losing t heir homes t o f oreclosure.  One way t o st op t he wave of  
f o reclosures we are experiencing would be t o place a t emporary  
morat orium on t he adjust ment  of  adjust able rat e mort gage (ARM) 
loans, keeping t hem at  t heir st ar t  rat es f o r a period of  t hree t o f ive 
years, or if  already adjust ed, roll back int erest  rat es t o t heir init ial 
st ar t  rat es. These solut ions would maint ain t he init ial af f o rdabilit y  
of f ered t o consumers and st op what  is occur ring in our neighborhoods. 
Anot her opt ion would be t o place a t emporary limit  on t he margins o f  
ARM loans t o no more t han 1 .5 percent , which would have t he impact  
of  act ually lowe ring t he cur rent  rat e f rom t he init ial st ar t  rat e on 
many ARM loans, and result  in maint aining t he init ial af f o rdabilit y of  t he 
loans f o r t he consumer.  

 
Many of  t hese opt ions are cur rent ly being ut ilized by lenders. The 

problem is t hat  t he loan modif icat ion process is bogged down by t he 
ever-inc reasing numbers of  individuals t hat  are in danger o f  
f o reclosure.  For example, one lender has t old us t hat  t hey cur rent ly 
have 42 ,000 pending modif icat ion request s and t hey cannot  hire 
qualif ied individuals f ast  enough t o deal wit h t his backlog, let  alone t he 
f lood of  new modif icat ion applicat ions t hat  are coming in every day .  
Rat her t han moving f orward, t he est imat e is t hat  t hey are f ur t her  
behind by a rat e of  500 f iles per day. 
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CAMB has long caut ioned against  government  involvement  in t he 
mort gage process t hat  would negat ively impact  t he availabilit y of  
mort gage c redit  and I st and by t hat  t oday.  However, given t he 
magnit ude of  what  we f ace during t his housing crisis wi t h so many 
homes approaching f oreclosure, we must  consider t he consequences of  
allowing t hings t o cont inue wit hout  int ervent ion. 
 
Saving the Neighborhoods Impacted by High Foreclosure Rates 

 
In addit ion t o helping f amilies avoid f oreclosure, we must  also 

rescue our communit ies f rom t he negat ive impact  of  f o reclosed 
proper t ies.  Vacant  homes in neighborhoods of t en have overg rown 
yards and are subject  t o decay and vandalism.  These f oreclosed 
proper t ies provide a visual reminder f or  t hose living nearby t hat  t heir 
neighborhood is declining and t heir home prices are f alling.  

 
 Ownership can help t urn t hese neighborhoods around once again 

by f illing t hese homes wi t h f amilies who care about  t he f ut ure of  t he 
communit y.  We need t o encourage f i r st  t ime homebuyers t o purchase 
f o reclosed proper t ies over invest ors, who do not  plan t o occupy t he 
home.  Unf or t unat ely, t he sy st em f avors invest ors wi t h cash over  
f i r st  t ime homebuyers in need of  a mort gage.  We must  t ry t o level t he 
playing f ield bet ween invest ors who plan t o rent  out  t he home and f i r st  
t ime homebuyers who plan t o occupy t he home.  This wi ll help revit alize 
t he communit ies harmed by t he f oreclosure c risis. There are willing 
buyers of  REOs and shor t  sales t hat  are not  able t o purchase because 
of  inef f icient  rules and procedures t hat  of t en f avor invest ors.  We 
need t o change t hese rules t o make it  easier f o r f i r st  t ime 
homeowners t o purchase f o reclosed proper t ies and help owner 
occupied homebuyers ef f ect ively compet e wit h invest or purchases. 

 
 Fur t her , t he way t hat  proper t y values are det ermined must  be 

changed t o help avoid neighborhood equit y loss due t o REOs and shor t  
sales.  Resident ial proper t y values are most  f requent ly valued by 
comparing sales dat a of  similar sold and closed in t he area.   
These valuat ions are af f ect ed by t he dramat ically reduced prices 
during shor t  sales and REOs.  Even at  t he cur rent  high rat e, 
Òdist ressed proper t iesÓ represent  only a small percent age of  t he t ot al 
real est at e market .  As such, t hey should not  be allowed t o impact  t he 
ent i re market place of  home values.  They should be segregat ed int o 
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t heir own market  and value pool.  If  REOs and shor t  sales are t reat ed 
as a dif f erent  classif icat ion of  proper t y valuat ion, where t he 
Òdist ressed priceÓ is not ed in t he appraisal, t hen a dist inct ion could be 
made bet ween Òdist ressed proper t iesÓ and regular sales and list ings, 
result ing in a st abilizat ion of  home values.  
 
Conclusion 

 
Thank you f o r t he opport unit y t o of f er  our observat ions t o t he 

Commit t ee t oday as you explore ways t o help homeowners avoid t he 
t ragedy of  f o reclosure and t o help neighborhoods recover f rom t he 
high rat es of  f o reclosures.  We look f orward t o wo rking wit h t he 
commit t ee t o address t his problem as quickly as possible so t hat  we 
can st em t he t ide of  r ising f oreclosures in t he Cent ral Valley, t he 
st at e of  Calif ornia, and across our count ry.  We hope t hat  t he 
commit t ee will also work t o ensure t hat  regulat ors and law 
enf orcement  of f icials can ef f ect ively combat  mort gage f raud, and 
commend you for your wo rk t hus f ar t o eradicat e predat ory lender s 
f rom our communit ies.  It  is our hope t hat  t hese problems can be 
addressed quickly so t hat  t he American dream is sust ained and so our 
nat ion can get  on t he pat h of  economic recovery . 

 
 


