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<, Office of the Comptroller of the Currency

Washington, DC 20219

June 10, 2013

This is in response to your letter dated April 20, 2013, which was received in my office
on April 29, 2013 for processing under the Freedom of Information Act, 5 U.S.C. 552.

You requested a copy of each written response or letter from the Office of the
Comptroller of the Currency to a Congressional Committee (not a congressional office)
(or Committee Chair) in calendar years 2012 and 2013 to date. In an email dated May 9
you specifically identified the Committee as:

o

o

10.

11

12.

13

. Senator Timothy Johnson (Chairman) Senate Committee on Banking, Housing

and Urban Affairs

Senator Michael Crapo (Ranking Member) Senate Committee on Banking,
Housing and Urban Affairs, Subcommittee on Financial Institutions and
Consumer Protection;

Senator Sherrod Brown (Subcommittee Chairman) Subcommittee on Financial
Institutions and Consumer Protection

Senator Patrick Toomey Sr. (Subcommittee Ranking Member) Subcommittee on
Securities, Insurance and Investment

Senator Jon Tester (Subcommittee Chairman) Subcommittee on Securities,
Insurance and Investment

Senator Michael Johanns (Subcommittee Ranking Member) ) Subcommittee on
Securities, Insurance and Investment

Rep. Jeb Hensarling (Chairman) House Committee on Financial Services

Rep. Maxine Waters (Ranking Member) House Committee on Financial Services
Rep. Patrick T. McHenry (Chairman) Subcommittee on Oversight and
Investigation
Rep. Al Green (Ranking Member) Subcommittee on Oversight and Investigation

. Rep. Shelley Moore Capito (Chairman)Subcommittee on Financial Institutions

and Consumer Credit

Rep. Gregory Weeks (Ranking Member) Subcommittee on Financial Institutions
and Consumer Credit

. Rep. Jeb Hensarling (Chairman) House Committee on Financial Services

Your request is granted in part and denied in part. Materials relevant to your request are
enclosed with an invoice for charges. Identifying details have been deleted by the
authority of (b)(6) 5 U.S.C. 552(b)(6) and 12 C.F.R. 4.12(b)(6), relating to a personnel,
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medical, or similar record, including a financial record, or any portion thereof, where
disclosure would constitute a clearly unwarranted invasion of personal privacy.

If you consider any of the above to be an improper denial of your request, you may
appeal such denial to the Comptroller of the Currency. The appeal should be filed
within 35 days of the date of this letter, should state the circumstances and reasons or
arguments in support of the appeal, and be submitted via our online FOIA application at
https://foia-pal.occ.gov/ or be mailed to the Manager, Disclosure Services & Freedom
of Information Act Officer, Communications Division, Mailstop 6W-11, Office of the
Comptroller of the Currency, Washington, DC 20219.

Sincerely yours,

Frank D. Vance, .

Frank D. Vance, Jr.
Manager, Disclosure Services &

Freedom of Information Act Officer
Communications Division

Enclosure(s)
#2013-00332-F
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Executive Summary

This OCC Morigage Metrics Report for the third quarter of 2011 provides performance data on
first-lien residential mortgages serviced by selected national banks and a federal savings
association (or thrift). The mortgages in this portfolio comprise 62 percent of all mortgages
outstanding in the United States—32.4 million loans totaling $5.6 trillion in principal balances.
This report provides information on their performance through September 30, 2011,

The overall quality of the portfolio of serviced mortgages remained almost unchanged from the
previous quarter, with the percentage of current and performing loans decreasing by

0.1 percentage point from the previous quarter to 88.0 percent of the overal portfolio at the end
of the third quarter. The percentage of current and performing loans increased by 0.7 percent
from a year earlier (see table 7).

Delinquencies remained elevated but stable during the third quarter of 2011 but have declined
from a year ago. However. the number of new foreclosures increased by 21.1 percent during the
quarter as servicers lified voluntary moratoria implemented in late 2010 and exhansted
alternatives to foreclosure for the large inventory of seriously delinquent mortgages working
through the loss mitigation process. The increase in new foreclosures and the increase in average
time required to complete foreclosures sales has resulted in the number of foreclosures in process
increasing to 4.1 percent of the overall portfolio, or 1,327,077 loans, at the end of the third
quarter of 2011.

Servicers continued 1o emphasize alternatives to foreclosure during the third quarter, initiating
more than two-and-a-half times as many new home retention actions—loan modifications, tdal-
period plans, and payment plans—as completed foreclosures, short sales, and deed-in-liew-of-
foreclosure transactions.

Mortgage Performance

¢ The percentage of mortgages that were current and performing decreased slightly to
88.0 percent (see table 7).

o The percentage of mortgages that were 30 to 59 days delinquent did not change from the
previous quarter and remained 3.0 percent of the overall portfolio. The percentage of carly-
stage delinquencies decreased by 3.6 percent from a year earlier (see table 7).

¢ The percentage of government-guaranteed mortgages that were current decreased to
85.2 from 85.7 percent in the prior quarter (see table 9).

o Mortgages serviced for Fannie Mae and Freddic Mac (government-sponsored enterprises or
GSEs) made up the majority of mortgages in the reporting servicers’ portfolios. The overall
percentage of these mortgages that were current and performing did not change from the
previous quarter percentage of 93.1 percent. However, the percentage of GSE mortgages that
were seriously delinquent increased to 2.5 percent (see table 10).

o The percentage of mortgages in the overall portfolio that were seriously delinquent at the end
of the third quarter of 201 1was 4.9 percent—the same percentage as the previous quarter but
a decline of 305,279 mortgages from a year earlier (see table 11).












About Mortgage Metrics

The OCC Mortgage Metrics Report presents data on first-lien residential mortgages serviced by
national banks and a federal savings association focusing on credit performance, foss mitigation
efforts, and foreclosures. The OCC collects these data from the eight national banks and one
federal savings association with the largest mortgage-servicing portfolios among national banks
and federal savings associations.” The data represent 62 percent of all first-lien residential
mortgages outstanding in the country. Almost 93 percent of the mortgages in the portfolio were
serviced for investors other than the reporting institution. At the end of September 2011, the
reporting institutions serviced 32.4 million first-lien mortgage loans, totaling nearly $5.6 trillion
in outstanding balances (see table 6).

Although the loans reflected in this report represent a large percentage of the overall mortgage
industry, they do not represent a statistically random sample of all mortgage loans. The
characteristics of these loans may differ from the overall population of mortgages. This report
does not attempt to quantify or adjust for known seasonal effects that occur within the mortgage
industry.

In addition to providing information to the public, the report and its data support the supervision
of national bank and thrift mortgage-servicing practices. Examiners use the data (o help assess
emerging trends, identify anomalies, compare servicers with peers, evaluate asset quality and
necessary loan-loss reserves, and assess loss mitigation actions.

The report promotes the use of standardized terms and elements, which allow better comparisons
across the industry and over time. The report uses standardized definitions for prime, Alt-A. and
subprime mortgages based on commonly used credit score ranges.

The OCC and the participating institutions devote significant resources to ensuring that the
infarmation is reliable and accurate. Steps to ensure the validity of the data include comparisons
with the institutions’ quarterly call and thrift financial reports, with internal quality reviews
conducted by the banks and savings association and with data supplied by participating banks
and savings association and aggregated by an external vendor to support this report. Data sets of
this size and scope inevitably suffer from a degree of inconsistency, missing data, and other
imperfections. This report notes cases in which data anomalies may have affected the resalts.
The OCC requires servicers to adjust previous data submissions when errors and omissions are
detected. In some cases. data presented in this report reflect resubmissions from institutions that
restate and correct earlier information.

The report also includes mortgage maodification data by state in appendix E. Developed over
several quarters, these data fulfill reporting requirements in the Dodd-Frank Wall Street Reform
and Consumer Protection Act (Public Law 111-203).

Definitions and Method

The report uses standard definitions for three categories of mortgage creditworthiness based on
the following ranges of borrowers’ credit scores at the time of origination:

' The eight national banks are Bank of America. JPMorgan Chase, Citibank. HSBC, MetLife, PNC, U.S. Bank, and
Wells Fargo. The federal savings association is OneWest Bank.
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Prime—660 and above.
Alt-A—620 to 659.
Subprime—below 620.

Approximately 12 percent of mortgages in the portfolio were not accompanied by credit scores
and are classified as “other.” This group includes a mix of prime, Alt-A, and subprime
mortgages. In large part, the lack of credit scores results from acquisitions of portfolios from
third parties for which borrower credit scores at origination were not available.

Additional definitions include;

Completed foreclosures—Ownership of properties transferred to servicers or investors.
The ultimate result is the loss of borrowers’ homes because of nonpayment.

Deed-in-lieu-of-foreclosure actions—Actions in which borrowers transfer ownership of
the properties (deeds) to servicers in full satisfaction of the outstanding mortgage debt to
lessen the adverse impact of the debt on borrowers’ credit records. Deed-in-licu-of-
foreclosure actions typically have a less adverse impact than foreclosures on borrowers’
credit records.

Foreclosures in process—Number of mortgages for which servicers have begun formal
foreclosure proceedings but have not yet completed the process resulting in the loss of
borrowers” homes. The foreclosure process varies by state and can take 15 months or
more to complete. Many foreclosures in process never result in the loss of borrowers’
homes because servicers simultaneously pursue other loss mitigation actions, and
borrowers may act to return their mortgages to current and performing status.

Government-guaranteed mortgages—All mortgages with an explicit gnaranty from the
U.S. government, including the Federal Housing Administration (FHA), the Department
of Veterans Affairs (VA), and. to a lesser extent, certain other departnents. These loans
may be held in pools backing Government National Mortgage Association (Ginnie Mae)
securities, owned by or securitized through different third-party investors, or held in the
portfolios of reporting institutions.

Home retention actions—I.oan modifications, trial-period plans, and payment plans that
allow borrowers to retain ownership and occupancy of their homes while attempting to
return the loans to a current and performing status.

Loan modifications—Actions that contractually change the terms of mortgages with
respect to interest rates, maturity, principal, or other terms of the loan.

Newly initiated foreclosures—Mortgages for which the servicers initiate formal
foreclosure proceedings during the quarter. Many newly initiated foreclosures do not
result in the loss of borrowers” homes because servicers simultaneously pursue other loss
mitigation actions, and borrowers may act to retum their mortgages to current and
performing status,

Payment plans—Short-to-medium-term changes in scheduled terms and payments in
order to return morigages to a current and performing status,
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¢ Payment-option, adjustable rate mortgages (ARM)—Mortgages that allow borrowers
to choose a monthly payment that may initially reduce principal, pay interest only, or
result in negative amortization, when some amount of unpaid interest is added to the
principal balance of the loan and results in an increased balance.

s Principal deferral modifications—Modifications that remove a portion of the principal
from the amount used to calculate monthly principal and interest payments for a set
period. The deferred amount becomes due at the end of the loan term.

¢ Principal reduction medifications—Modifications that permanently forgive a portion of
the principal amount owed on a mortgage.

s Re-default rates—Percentage of modified loans that subsequently become delinquent or
enter the foreclosure process. As measures of delinquency, this report presents re-default
rates using 30, 60, and 90 or more days delinquent and in process of foreclosure. It
focuses on the 60-day-delinquent measure. All re-default data presented in this report are
based on modified loans in effect for the specified amount of time after the modification.
All loans that have been repaid in full, been refinanced, been sold, or comipleted the
foreclosure process are removed from the calculation. Data include only modifications
that have had time to age the indicated number of months following the modification.

+ Seriously delinquent loans—Mortgages that are 60 or more days past due, and all
mortgages held by bankrupt borrowers whose payments are 30 or more days past due.

+ Short sales—Sales of the mortgaged properties at prices that net Jess than the total
amount due on the mortgages. Servicers and borrowers negotiate repayment programs,
forbearance, or forgiveness for any remaining deficiency on the debt. Short sales
typically have a less adverse impact than foreclosures on borrowers’ credit records.

* Trial-period plans—Home retention actions that allow borrowers to demonstrate
capability and willingness to pay their modified mortgages for a set period of time. The
action becomes permanent following the successful completion of the trial period.

Loan delinquencies are reported using the Mortgage Bankers Assaciation convention that a loan
is past due when a scheduled payment is unpaid for 30 days or more. The statistics and
calculated ratios are based on the number of loans rather than on the dollar amount outstanding.

Percentages are rounded to one decimal place unless the result is less than 0.1 percent, which is
rounded to two decimal places. The report uses whole numbers when approximating. Values in
tables may not total 100 percent because of rounding.

In tables throughout this report, the quarters are indicated by the last day of the quarier (e.g.,
9/30/11), quarter-to-quarter changes are shown under the column “1Q %Change” column, and
year-to-year changes are shown under the column “1Y %Change™ column.

In tables throughout this report, percentages shown under “1Q %Change” and 1Y %Change”
are calculated using actual data, not the rounded values reported for each quarter. Calculating
period-to-period changes from the rounded values reported in the tables may yield materjally
different values than those values indicated in the table.

Mortgage Metrics Report data may not agree with other published data because of timing delays
in updating servicer-processing systems.
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Home retention actions include loan modifications, in which servicers modify one or more
miortgage contract terms; trial-period plans, in which the loans will be converted to modifications
upon successful underwriting and compietion of the trial periods; and payment plans, in which
no terms are contractually moditied, but borrowers are given time to catch up on missed
payments. All of these actions can help the borrower become current on the loan, attain payment
sustainability, and retain the home.



























Changes in Monthly Payments Resulting From Modification

The previous sections of this report describe the types of modification actions across risk
categories, investors, and product types. This section describes the effect of those changes on
borrowers’ monthly principal and interest payments.

Modifications that decrease payments occur when servicers elect to lower interest rates, extend
the amortization period, or defer or forgive principal. The reduced payments can make
mortgages more affordable to borrowers and more sustainable over time. However, the lower
payments also result in less monthly cash flow and interest income to morigage investors.

Mortgage modifications may increase monthly payments when borrowers and servicers agree to
add past-due interest, advances for taxes or insurance, and other fees to the loan balances and re-
amortize the new balances over the remaining life of the mortgages. The interest rate or maturity
of the loans may be changed on these modifications but not enough to offset the increase in
payments caused by the additional capitalized principal. Modifications may also result in
increased monthly payments when interest rates or principal payments on adjustable rate
mortgages and option ARMs are reset higher but by less than the amount indicated in the original
mortgage contracts.

Modifications that increase payments may be appropriate when borrowers resolve temporary
problems with cash flow, or otherwise have reasonable prospects of making higher payments to
repay the debt over time. However, during periods of prolonged economic stress, this strategy
carries additional risk, underscoring the importance of verifying borrowers' income and debt-
payment ability so that borrowers and servicers have confidence that the modifications will be
sustainable.

Servicers also modify some mortgage contracts by simply leaving principal and interest
payments unchanged. This occurs, for example, when servicers “freeze™ current interest rates
and payments instead of allowing them to increase 10 levels required by the original mortgage
contracts.
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Modifications that reduce borrowers’ monthly payments consistently show re-default rates lower
than other modifications, and the larger the reduction in monthly payment, the lower the
subsequent re-default rates. Lower recent re-default rates may also result from the increased
emphasis of HAMP and other modification programs on lowering monthly payments relative to
the borrower’s income and ability to repay, as well as verification of income and completion of a
successful trial period.

For servicers and investors, determining the optimal type of modification often requires
weighing the reduction in cash flow from loan terms that reduce monthly principal and interest
payments, along with the possible costs of delaying foreclosure, against the potential for longer-
term sustainability of the payments and ultimate repayment of the mortgage.
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Appendix E—Mortgage Modification Data by State

The following tables present certain mortgage modification data by state, the District of
Columbia, and U.S. territories (included in the category labeled “Other™). Developed over
several quarters, this data fulfills reporting requirements in the Dodd—Frank Wall Street Reform
and Consumeer Protection Act (Public Law 111-203).

Table 49 presents the number and percentage of HAMP modifications and other modifications in
each state during the third quarter of 2011. Tables 50 and 51 present the nomber and percentage
of each type of action included in modifications made during the quarter in each state. Tables 52
and 53 present the number and percentage of each type of action included in combination
modifications made during the quarter in each state. Tables 54 and 55 present the number and
percentage of modifications made during the quarter in each state by the amount of change in the
borrowers’ monthly principal and interest payments. Tables 56 and 57 present the number and
percentage of modifications made in the first quarter of 2011 that were 60 or more days
delinguent or in process of foreclosure at the end of the third quarter of 201 1.
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“Helping Homeowners Harmed by Foreclosures: Ensuring Accountability and
Transparency in Foreclosure Reviews”
December 13, 2011

borrower submitted documentation to determine if a scheduled foreclosure sale should be
postponed, suspended or cancelled. Servicers, after being notified of a borrower request for
review, also must promptly determine whether the borrower is currently in an approved active
loss mitigation program or is being actively considered for a HAMP or other modification or loss
mitigation program and whether further foreclosure proceedings and/or scheduled foreclosure
sale be postponed, suspended or cancelled as required by the applicable program standards. We
encourage borrowers who believe they have a basis to submit a request for review and are facing
foreclosure to submit their requests as soon as possible and to also continue with their
foreclosure prevention efforts directly with the servicer, since submission of the request for
review form just prior to foreclosure sale may not allow for sufficient time for the above checks
to be completed.

Why hasn’t the OCC already released the full gnidelines (other than the approximately 22
examples) to the public for what constitutes “financial harm” to a borrower? Am I correct
that a more comprehensive definition and examples could easily be released without
releasing any proprietary information? When will the OCC do that? If you don’t release
the full guidelines, then how are borrowers supposed to know if what happened to them
will qualify for relief or not? That seems to me like really basic information that yon
should have released in November before you started sending letters to homeowners. I’m
deeply concerned about the inadequate reference in your testimony to merely
“supplemental guidance” and that the OCC just isn’t getting the message that full public
transparency is absolutely essential to having any public confidence in these reviews,
especially since the OCC has already tainted the reviews with its decision to allow banks te
choose their own judges.

The OCC and the Federal Reserve expect that the final remediation framework, which will
provide types and amounts of remediation expected under various scenarios, will be complete in
March. We plan to make it publicly available at that time.

How will the OCC conduct oversight of consultant activities? What actions will it take if it
finds their performance lacking or if it finds that they are doing what’s in the best interests
of the big banks instead of what’s in the public interest? Will there be a process where the
first line of reviewers at the consultants can directly contact the OCC about these
problems without going through their supervisors at the consultants or any other layers of
bureaucracy?

OCC oversight of all independent consultants involved in the foreclosure review process is
conducted on a two tiered level, OCC examiners regularly review and discuss consultants’ work,
often on-site at individual institutions, and discuss activities and findings with OCC senior
managers on an ongoing basis. At an agency-wide level, OCC senior managers meet separately
each week with the independent consultants, the Federal Reserve staff, and the servicer



























“Helping Homeowners Harmed by Foreclosures: Ensuring Accountability and
Transparency in Foreclosure Reviews”
December 13, 2011

Is there a protocol requiring the consultants to reach out to homeowner advocates when
there is evidence in the file that they were involved? Is there a protocol about how the
reviewers will respond to inquirics from parties authorized on behalf of borrowers? If
there are protocols, please describe them. If there are not protocols, I respectfully ask that
you establish them.

The borrower is free to enlist the assistance of housing counselors or other homeowner advocates
to assist them in preparing the complaint form. This can be done in several ways. A borrower
may request the Request for Review form from the Independent Foreclosure Review call center,
or use a Request form already received in the mail, and sign and return the form. If the borrower
seeks to have a homeowner advocate request a form or otherwise communicate on his or her
behalf, he or she would need to submit a signed written authorization to allow the homeowner
advocate to communicate with representatives of the Independent Foreclosure Review, If the
homeowner advocate wishes to sign the form on the borrower’s behalf, a legal power of attorney

is required.

We are pleased to report that on March 2, 2012, the IndependentForeclosureReview.com Web
site was enhanced to allow for the intake of Request for Review forms on-line. This new
capacity for on-line submission of claim forms through the Web site will facilitate and provide
additional access for borrowers and for borrower representatives to assist borrowers in filing a
request for review.

Can you commit to contacting homeowners or their advocates if pertinent information is
missing? It is tremendously important that the reviews not be conducted on “submitted
documents” alone, since we know that servicers have lost paperwork and servicer files may
not be complete, and that homeowners who don’t have a counselor or attorney to guide
them through the process don’t really know what proof they need to send in.

For most cases, records required for review will be found in the servicer files, attorney case files,
and/or will be supplied by the borrower in connection with their complaint submission.
However, the independent consultant may exercise their judgment, consistent with the terms of
their engagement, in deciding whether additional information is needed from the borrower.

What experience requirements are mandated by the OCC for foreciosure file reviewers?
How long is the mandatory training program for them? This strikes me as something that
can’t be learned in a two or fhree week fraining program, buf would take years of
experience. It seems to me that you really need lawyers reviewing these files on such
complicated legal questions, but given some of the questionable job ads that have appeared,
I question the qualifications of some of those being hired to do these reviews and make
decisions that will have profound impacts on the lives of struggling families.
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Executive Summary

This OCC Mortgage Metrics Report for the first quarter of 2012 provides performance data on
first-lien residential mortgages serviced by selected national and federal savings banks. The
mortgages in this portfolio comprise 60 percent of all mortgages outstanding in the United
States—31.0 million loans totaling $5.3 trillion in principal balances. This report provides
information on their performance through March 31, 2012.

The overall quality of the portfolio of serviced mortgages improved during the quarter with the
percentage of mortgages that were current and performing at 88.9 percent, the highest level in
three vears. The percentages of mortgages that were 30 to 59 and 60 to 89 days delinquent also
decreased to their lowest levels since the OCC began publishing the Mortgage Metrics report in
first quarter of 2008 (see table 7). This improvement can be attributed to several factors,
including strengthening economic conditions during the quarter, seasonal effects, servicing
transfers, and the ongoing effects of both home retention loan modification programs as well as
home forfeiture actions.

While the number of foreclosures in process has decreased from a year ago, the percentage of
mortgages that were in the process of foreclosure at the end of the first quarter of 2012 increased
by 1.8 percent from the previous quarter and 2.3 percent from a year earlier. The number of
newly initiaied foreclosures decreased by 1.8 percent from the previous quarter and 8.1 percent
from a year earlier. The decrease in new foreclosures reflects the continued emphasis on home
retention actions as well as the decrease in the number of seriously delinquent loans over the past
few quarters. Many servicers have also slowed new foreclosure referrals in response to changing
servicing standards and requirements. The number of completed foreclosures increased by

5.9 percent from the previous quarter and 2.7 percent a year earlier as the large number of
foreclosures in process conlinues o progress.

Servicers continued to emphasize alternatives to foreclosure during the quarter, initiating nearly
twice as many new home retention actions—Iloan modifications, trial-period plans, and payment
plans—as completed foreclosures, short sales, and deed-in-lieu-of-foreclosure transactions.
Servicers implemented 352,989 new home retention actions during the quarter, while starting
286,951 new foreclosures. The number of home retention actions implemented by servicers
decreased 23.3 percent from the previous quarter and 36.7 percent from a year earlier as
delinquencies have fallen to three-year lows and servicers exhaust alternatives to assist
delinquent borrowers who have not already been assisted through available home retention
programs.

Mortgage Performance

» The percentage of mortgages that were current and performing increased to 88.9 percent at
the end of the first quarter of 2012 (see table 7).

» The percentage of mortgages in the portfolio that were 30 to 59 days delinquent at the end of
the first quarter decreased by 17.3 percent from the previous quarter and by 3.8 percent from
a year earlier (see table 7).

e The percentage of mortgages in the portfolio that were seriously delinquent at the end of the
quarter was 4.5 percent—down 10.4 percent from the previous guarter and 6.2 percent from a
year earlier (see table 7).















About Mortgage Metrics

The OCC Martgage Metrics Report presents data on first-lien residential mortgages serviced by
nine national and federal savings banks with the largest mortgage-servicing portfolios.” The data
represent 60 percent of all first-lien residential mortgages outstanding in the country and focuses
on credit performance, loss mitigation efforts, and foreclosures. More than 92 percent of the
mortgages in the portfolio were serviced for investors other than the reporting institutions. At
the end of March 2012, the reporting institutions serviced 31.0 million first-lien mortgage loans,
totaling more than $5.3 trillion in unpaid balances (see table 6).

Although the loans reflected in this report represent a large percentage of the overall morigage
industry, they do not represent a statistically random sample of all mortgage loans. The
charactenistics of these loans may differ from the overall population of mortgages. This report
does not attempt to quantify or adjust for known seasonal effects that occur within the mortgage
industry.

In addition to providing information to the public, the report and its data support the supervision
of national bank and thrift mortgage-servicing practices. Examiners use the data to help assess
emerging trends, identify anomalies, compare servicers with peers, evaluate asset quality and
necessary loan-loss reserves, and assess loss mitigation actions.

The report promotes the use of standardized terms and elements, which allow better comparisons
across the industry and over time. The report uses standardized definitions for prime, Alt-A, and
subprime mortgages based on commonly used credit score ranges.

The OCC and the participating institutions devote significant resources to ensuring that the
mnformation is reliable and accurate. Steps to ensure the validity of the data include quality
assurance processes conducted by the banks and savings association, comprehensive data
validation tests performed by a third-party data aggregator, and comparisons with the
institutions’ quarterly call and thrift financial reports. Data sets of this size and scope inevitably
incur some degree of missing or inconsistent data and other imperfections. The OCC requires
servicers to adjust previous data submissions when errors and omissions are detected. In some
cases, data presented in this report reflect resubmissions from institutions that restate and correct
carlier information.

The report also includes mortgage modification data by state and territories in appendix E.
These data fulfill reporting requirements in the Dodd-Frank Wall Street Reform and Consuimer
Protection Act (Public Law 111-203).

Definitions and Method

The report uses standard definitions for three categories of mortgage creditworthiness based on
the following ranges of borrowers’ credit scores at the time of origination:

¢ Prime—660 and above.
¢  Alt-A—620 10 659.

2 The eight national banks are Bank of America, JPMorgan Chase, Citibank, HSBC, MetLife, PNC, U.S. Bank, and
Wells Fargo. The federal savings association is OneWest Bank.
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Subprime-—below 620.

Approximately 11 percent of mortgages in the portfolio were not accompanied by credit scores
and are classified as “other.” This group includes a mix of prime, Alt-A, and subprime
mortgages. In large part, the lack of credit scores results from acquisitions of portfolios from
third parties for which borrower credit scores at origination were not available.

Additional definitions include:

L]

Completed foreclosares—Qwnership of properties iransferred to servicers or investors.
The ultimate result is the Joss of borrowers” homes because of nonpayment.

Deed-in-lien-of-foreclosure actions—Actions in which borrowers transfer ownership of
the properties (deeds) to servicers in full satisfaction of the outstanding mortgage debt to
lessen the adverse impact of the debt on borrowers® credit records. Deed-in-lieu-of-
foreclosure actions typically have a less adverse impact than foreclosures on borrowers’
credit records.

Foreclosures in process—Number of mortgages for which servicers have begun formal
foreclosure proceedings but have not yet completed the tforeclosure process. The
foreclosure process varies by state and can take 15 months or more to complete, Many
foreclosures in process never result in the loss of borrowers’ homes because servicers
simultaneously pursue other loss mitigation actions, and borrowers may return their
mortgages to current and performing status,

Government-guaranteed mortgages—All mortgages with an explicit guaranty from the
U.S. government, including the Federal Housing Administration (FHA), the Department
of Veterans Affairs (VA), and, to a lesser extent, certain other departments. These loans
may be held in pools backing Government National Mortgage Association (Ginnie Mae)
securities, owned by or securitized through different third-party investors, or held in the
portfolios of reporting institutions.

Home retention actions—Loan modifications, trial-period plans, and payment plans that
allow borrowers to retain ownership and occupancy of their homes while attempting to
returh the loans to a current and performing status.

Loan modifications—Actions that contractually change the terms of mortgages with
respect to interest rates, maturity, principal, or other terms of the loan.

Newly initiated foreclosures—Mortgages for which the servicers initiate formal
foreclosure proceedings during the quarter. Many newly initiated foreclosures do not
result in the loss of borrowers” homes because servicers simultaneously pursue other loss
mitigation actions, and borrowers may act to return their mortgages to current and
performing status.

Payment plans—Short-to-medium-term changes in scheduled terms and payments in
order to return mortgages to a current and performing status.

Payment-option, adjustable rate mortgages (ARM)—Mortgages that allow borrowers
to choose a monthly payment that may initially reduce principal, pay interest only, or
result in negative amortization, when some amount of unpaid interest is added to the
principal balance of the loan and results in an increased balance,
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» Principal deferral modifications—Moditications that remove a portion of the principal
from the amount used to calculate monthly principal and interest payments for a set
period. The deferred amount becomes due at the end of the loan term.

¢ Principal reduction modifications—Modifications that permanently forgive a portion of
the principal amount owed on a mortgage.

e Re-default rates—Percentage of modified loans that subsequently become delinquent or
enter the foreclosure process. As measures of delinquency, this report presents re-default
rates using 30, 60). and 90 or more days delinquent and in process of foreclosure. It
focuses on the 60-day-delinquent measure. Al re-default data presented in this report are
based on modified loans in effect for the specified amount of time after the modification.
All loans that have been repaid in full, been refinanced, been sold, or completed the
foreclosure process are removed from the calculation. Data include only modifications
that have had time to age the indicated number of months following the modification.

s Seriously delinquent loans—Mortgages that are 60 or more days past due, and all
mortgages held by bankrupt borrowers whose payments are 30 or more days past due.

+ Short sales—Sales of the mortgaged properties at prices that net less than the total
amount due on the mortgages. Servicers and borrowers negotiate repaynient programs,
forbearance, or forgiveness for any remaining deficiency on the debt. Short sales
typically have a less adverse impact than foreclosures on borrowers’ credit records.

+ Trial-period plans—Home retention actions that allow borrowers to demonstrate
capability and willingness to pay their modified mortgages for a set period of time. The
action becomes permanent following the successful completion of the trial period.

Loan delinguencies are reported using the Mortgage Bankers Association convention that a loan
is past due when a scheduled payment is unpaid for 30 days or more. The statistics and
calculated ratios are based on the number of loans rather than on the dollar amount outstanding,

Percentages are rounded to one decimal place unless the result is Jess than 0.1 percent, which is
rounded to two decimal places. The report uses whole numbers when approximating. Values in
tables may not total 100 percent because of rounding.

In tables throughout this report, the quarters are indicated by the last day of the quarter (e.g.,
3/31/12), quarter-to-guarter changes are shown under the column “1Q %Change” column, and
year-to-year changes are shown under the column “1Y %Change™ colurn.

In tables throughout this report, percentages shown under “1Q %Change™ and “1Y %Change”
are calculated using actual data, not the rounded values reported for each quarter. Calculating
period-to-period changes from the rounded values veported in the tables may yield materially
different values than those values indicated in the table.

Mortgage Metrics Report data may not agree with other published data because of tining delays
in updating servicer-processing systems.




































PART li: Home Retention Actions

Home retention actions include loan modifications, in which servicers modify one or more
mortgage contract terms; trial-period plans, in which the loans will be converted to modifications
upon successiul completion of the trial-periods; and payment plans. in which no terms are
contractually modified, but borrowers are given time to catch up on missed payments. Al of
these actions can help the borrower become current on the loan, attain payment sustainability,
and retain the home.



























Changes in Monthly Payments Resulting From Modification

The previous sections of this report describe the types of modification actions across risk
categories. investors, and product types. This section describes the effect of those changes on
borrowers’ monthly principal and interest payments.

Modifications that decrease payments occur when servicers elect to lower interest rates, extend
the amortization period, or defer or forgive principal. The reduced payments can make
mortgages more affordable to borrowers and more sustainable over time. However, the lower
payments also result in less monthly cash flow and interest income to mortgage investors.

Mortgage modifications may increase monthly payments when borrowers and servicers agree to
add past-due interest, advances for taxes or insurance and other fees to the loan balances and re-
amortize the new balances over the remaining life of the mortgages. The interest rate or maturity
of the loans may be changed on these modifications but not enough to offset the increase in
payments caused by the additional capitalized principal. Modilications may also result in
increased monthly payments when interest rates or principal payments on adjustable rate
mortgages and payment-option ARMs are reset higher but by less than the amount indicated in
the original mortgage contracts.

Modifications that increase payments may be appropriate when borrowers resolve temporary
problems with cash flow, or otherwise have reasonable prospects of making higher payments to
repay the debt over time. However, during periods of prolonged economic stress, this strategy
carries additional risk, underscoring the importance of verifying borrowers” income and debt-
payment ability so that borrowers and servicers have confidence that the modifications will be
sustainable.

Servicers also modify some mortgage contracts by simply leaving principal and interest
payments unchanged. This occurs, for example, when servicers “freeze” current interest rates
and payments instead of allowing them to increase to levels required by the original mortgage
contracts.






























Moedifications that reduce borrowers’” monthly payments consistently show re-default rates lower
than other modifications—the larger the reduction in monthly payment, the lower the subsequent
re-default rates. Lower re-default rates may also result from setting monthly payments relative
to the borrower’s income and ability to repay, as well as verification of income and completion
of a successful trial period.

For servicers and investors, determining the optimal type of modification often requires
weighing the reduction in cash flow from loan terms that reduce monthly principal and interest
payments, along with the possible costs of delaying foreclosure, against the potential for longer-
term sustainability of the payments and ultimate repayment of the mortgage.













































Appendix E—Mortgage Modification Data by State

The following tables present certain mortgage modification data by state, the District of
Columibia, and U.S. territories (the latter are included in the category labeled “Other’™). This data
fulfills reporting requirements in the Dodd-Frank Wall Street Reform and Consumer Protection
Act (Public Law 111-203).

Table 49 presents the number and percentage of HAMP modifications and other modifications in
each state during the tirst quarter of 2012. Tables 50 and S1 present the number and percentage
of each type of action included in modifications made during the quarter in each state, the
District of Columbia, and U.S. territories. Tables 52 and 53 present the number and percentage
of each type of action included in combination modifications made during the quarter in each
state, the District of Columbia, and U.S. territories. Tables 54 and 55 present the number and
percentage of modifications made during the quarter in each state, the District of Columbia, and
U.S. territories by the amount of change in the borrowers’ monthly principal and interest
payments. Tables 56 and 57 present the number and percentage of modifications made in the
third quarter of 2011 that were 60 or more days delinguent or in process of foreclosure at the end
of the first quarter of 2012.
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Executive Summary

This OCC Mortgage Metrics Report for the second quarter of 2012 provides performance data
on first-lien residential mortgages serviced by selected national and federal savings banks. The
mortgages in this portfolio comprise 60 percent of all mortgages outstanding in the United
States—30.5 million loans totaling $5.2 trillion in principal balances. This report provides
information on their performance through June 30, 2012,

The overall quality of the portfolio of serviced mortgages included in this report improved from
the same period a year ago but showed seasonal decline from the previous quarter. The
percentage of mortgages that were current and performing at the end of the quarter was

88.7 percent, compared with 88.9 percent the previous quarter and 88.1 percent a year carlier.
The percentage of mortgages that were 30 to 59 days past due was 2.8 percent, up 12.1 percent
from the previous quarter but down 7.5 percent from a year ago. The percentage of mortgages
that were seriously delinquent—60 or more days past due or held by bankrupt borrowers whose
payments were 30 or more days past due—was 4.4 percent, down 0.8 pereent from the previous
quarter and 9.2 percent from a year earlier. Several factors contribute to the year-over-year
improvement, including strengthening economic conditions, servicing transfers, and the ongoing
effects of both home retention loan modification programs and home forfeiture actions,

While foreclosure activity remains high, the number of foreclosures in process decreased

6.2 percent from a year earlier, falling to 1,237,025 at the ¢nd of the second quarter of 2012,
This decline reflects the effects of successful home retention actions as well as home forfeitures.
The number of newly initiated foreclosures increased to 302,636 during the second quarter of
2012, up 5.4 percent from the same period a year ago. The number of completed foreclosures
decreased 16.1 percent from a year ago to 101,735, While the number of newly initiated
foreclosures has increased, the dechine in completed foreclosures is attnibutable to servicers
holding loans in the foreclosure process for longer periods of time in an effort to accomplish
alternate loss mitigation or home forfeiture actions.

Servicers continued to emphasize alternatives to foreclosure during the quarter. Servicers
implemented 416,036 new home retention actions during the quartet, while starting 302,636 new
foreclosures. The number of home retention actions implemented by servicers increased

17.9 percent from the previous quarter but decreased 8.8 percent from a year earlier.

Mortgage Performance

» The overall percentage of mortgages in this report that were current and performing
decreased to 88.7 percent at the end of the second quarter of 2012 (see table 7).

s The percentage of mortgages that were 30 to 59 days delinquent at the end of the second
quarter increased by 12.1 percent from the previous quarter but decreased by 7.5 percent
from a year earlier (see table 7).

» The percentage of mortgages that were serionsly delinquent at the end of the quarter was
4 4 percent—down 0.8 percent from the previous quarter and 9.2 percent from a year earlier
{sce table 7).















About Mortgage Metrics

The OCC Martgage Metrics Report presents data on first-lien residential mortgages serviced by
eight nanonal banks and a federal savings association with the largest mortgage-servicing
portfolios.” The data represent 60 percent of all first-lien residential mortgages outstanding in
the country and focuses on credit performance, loss mitigation efforts, and foreclosures. More
than 92 percent of the mortgages in the portfolio were serviced for investors other than the
reporting institutions. At the end of June 2012, the reporting institutions serviced 30.5 million
first-lien mortgage loans, fotaling $5.2 trillion in unpaid balances (see table 6).

Although the loans reflected in this repott represent a large percentage of the overall mortgage
industry, they do not represent a statistically random sample of all mortgage loans. The
charactenistics of these loans may differ from the overall population of morigages. This report
does not attempt to quantify or adjust for known seasonal effects that occur within the mortgage
indusiry.

In addition to providing information to the public, the report and its data support the supervision
of national bank and federal savings association mortgage-servicing practices. Examiners use
the data to help assess emerging trends, identify anomalies, compare servicers with peers,
evaluate asset quality and necessary loan-loss reserves, and assess loss mitigation actions.

The report promotes the use of standardized terms and elements, which allow better comparisons
across the industry and over time. The report uses standardized definitions for prime, Alt-A, and
subprime mortgages based on commonly used credit score ranges.

The OCC and the participating institutions devote significant resources to ensuring that the
information is reliable and accuraie. Steps to ensure the validity of the data include quality
assurance processes conducted by the banks and savings association, comprehensive data
validation tests performed by a third-party data aggregator, and comparisons with the
institutions” quarterly call and thrifi financial reports. Data sets of this size and scope inevitably
incur some degree of missing or inconsistent data and other imperfections. The OCC requires
servicers to adjust previous data submissions when errors and omissions are detected. In some
cases, data presented in this report reflect resubmssions from institutions that restate and correct
carlier information.

The report also includes mortgage modification data by state and temritories in appendix E.
These data fulfill reporting requirements in the Dodd-Frank Wall Street Reform and Consumer
Protection Act of 2010 (Public Law 111-203).

Definitions and Method

The report uses standard definitions for three categories of mortgage creditworthiness based on
the following ranges of borrowers’ credit scores at the time of origination;

% The eight national banks arc Bank of America. JPMorgan Chase, Citibank, HSBC, MetLife, PNC, U.S. Bank, and
Wells Fargo. The federul savings association is OneWest Bank.
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¢ Prime—660 and above.
¢ Alt-A—620 to 659.
» Subprime-below 620.

Approximately 10 percent of mortgages in the portfolio were not accompanied by credit scores
and are classified as “other.” This group includes a mix of prime, Alt-A, and subprime
mortgages. In large part, the lack of credit scores results from acquisitions of porifolios from
third parties for which borrower credit scores at origination were not available.

Additional definitions include:

[

Completed foreclosures—Ownership of properties transferred to servicers or investors. The
ultimate result is the loss of borrowers’ homes because of nonpayment.

Deed-in-lHeu-of-foreclosure actions——-Actions in which borrowers transfer ownership of the
properties (deeds) to servicers in full satisfaction of the outstanding mortgage debt to lessen
the adverse impact of the debt on borrowers’ credit records. Deed-in-licu-of-foreclosure
actions typically have a less adverse impact than foreclosures on borrowers’ credit records.

Foreclosures in process—Number of mortgages for which servicers have begun formal
foreclosure proceedings but have not yet completed the foreclosure process. The foreclosure
process varies by state and can take |5 months or more to coraplete. Many foreclosures in
process never result in the loss of borrowers” homes because servicers simultaneously pursue
other loss mitigation actions, and borrowers may return their mortgages to current and
performing status,

Government-guaranteed mortgages—All mortgages with an explicit guaranty from the
U.S. government, including the Federal Housing Administration {FHA), the Department of
Veterans Affairs (VA), and, to a lesser extent, certain other departmenis. These loans may be
held in pools backing Government National Mortgage Association {Ginnie Mae) securities,
owned by or securitized through different third-party investors, or held in the portfolios of
reporting institutions.

Home retention actions—Loan modifications, trial-period plans, and payiment plans that
allow borrowers to retain ownership and occupancy of their homes while attempting to return
the loans to a current and performing status.

Loan modifications— Actions that contractually change the terms of mortgages with respect
to interest rates, maturity, principal, or other terms of the loan.

Newly initiated foreclosures—Mortgages for which the servicers initiate formal foreclosure
proceedings during the quarter. Many newly initiated foreclosures do not result in the loss of
borrowers” homes because servicers simultaneously pursue other loss mitigation actions, and
borrowers may act to return their mortgages to current and performing status,

Payment plans--Short-to-medium-term changes in scheduled terrs and payments in order
to return mortgages to a current and performing status.

Payment-option, adjustable rate mortgages (ARM)-—Mortgages that allow borrowers to
choose a monthly payment that may initially reduce principal, pay interest only, ot result in

wed
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negative amortization, when some amount of unpaid interest is added to the principal balance
of the loan and tesults in an increased balance.

¢ Principal deferral modifications---Modifications that remove a portion of the principal
from the amount used to calculate monthly principal and interest paymeats fot a set period.
The deferred amount becomes due at the end of the loan term.

s Principal reduction modifications—Modifications that permanently forgive a portion of the
principal amount owed on a mortgage.

s Re-default rates-—Percentage of tmodified loans that subsequently become delinquent ot
enter the foreclosure process. As measures of delinquency, this report presents re-default
rates using 30, 60, and 90 or more days delinquent and in process of foreclosure. It focuses
on the 60-day-delinquent measure. All re-default data presented in this ceport are based on
modified loans in effect for the specified amount of time after the modification. All loans
that have been repaid in full, been refinanced, been sold, or completed the foreclosure
process are removed from the calculation. Data include only modifications that have had
time to age the indicated number of months following the modification.

» Seriously delinquent loans—Mortgages that are 60 or more days past due, and all
mortgages held by bankrupt borrowers whose payments are 30 or more days past due.

» Short sales—Sales of the mortgaged properties at prices that net less than the total amount
due on the mortgages. Servicers and borrowers negotiate repayment programs, forbearance,
or forgiveness for any remaining deficiency on the debt. Short sales typically have a less
adverse impact than foreclosures on borrowers” credit records.

» Trial-period plans—Home retention actions that allow borrowers to demonstrate capability
and willingness to pay their modified mortgages for a set period of time. The action becomes
permanent following the successful completion of the trial period.

Loan delinquencies are reported using the Mortgage Bankers Association convention that a loan
is past due when a scheduled payment has not been made by the due date of the following
scheduled payment.. The statistics and calculated ratios are based on the number of loans rather
than on the dollar amount outstanding.

Percentages are rounded to one decimal place unless the result is less than 0.1 percent, which is
rounded to two decimal places. The report uses whole numbers when approximating. Values in
tables may not total 100 percent because of rounding.

In tables throughout this report, the quarters are indicated by the last day of the quarter (e.g.,
6/30/12), quarter-to-quarter changes are shown under the colunm “1Q %Change” column, and
year-to-year changes are shown under the column “1Y %Change” column.

In tables throughout this report, percentages shown under “1Q %Change” and “1Y %Change”
are calculated using actual data, not the rounded values reported for each quarter. Calculating
period-to-period changes from the rounded values reported in the tables may yield materially
different values than those values indicated in the table.

Mortgage Metrics Report data may not agree with other published data because of timing delays
in updating servicer-processing systems.
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PART ll: Home Retention Actions

Home retention actions include loan modifications, in which servicers modify one or more
mortgage contract terms; irial-period plans, in which the loans will be converted to modifications
upon successful completion of the trial-periods; and payment plans, in which no terms are
contractually modified but borrowers are given time to catch up on missed payments. All of
these actions can help the borrower become current on the loan, attain payment sustainability,
and retain the home.



























Changes in Monthly Payments Resulting From Modification

The previous sections of this report describe the types of modification actions across risk
categories, investors, and product types. This section describes the effect of those changes on
borrowers’ monthly principal and interest payments.

Modifications that decrease payments occur when servicers elect to lower interest rates, extend
the amortization period, or defer or forgive principal. The reduced payments can make
mortgages more affordable to borrowers and more sustainable over time. However, the lower
payments also result in fess monthly cash flow and interest income to mortgage investors.

Mortgage modifications may increase monthly payments when borrowers and servicers agree to
add past-due interest, advances for taxes or insurance and other fees to the loan balances and re-
amortize the new balances over the remaining life of the mortgages. The interest rate or maturity
of the loans may be changed on these moditications but not enough to offset the increase in
payments caused by the additional capitalized principal. Modifications may also result in
increased monthly payments when interest rates or principal payments on adjustable rate
mortgages and payment-option ARMs are reset higher but by less than the amount indicated in
the original mortgage contracts.

Modifications that increase payments may be appropriate when borrowers resolve temporary
problems with cash flow, or otherwise have reasonable prospects of making higher payments to
repay the debt over time. However, during periods of prolenged economic stress, this strategy
carries additional risk, underscoring the importance of verifving borrowers’ income and debt-
payment ability so that borrowers and servicers have confidence that the modifications will be
sustainable.

Servicers also modify some mortgage contracts by simply leaving principal and interest
payments unchanged. This occurs. for example, when servicers “freeze™ current interest rates
and payments instead of allowing them to increase to levels required by the original mortgage
contracts.
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. Loan Perform. h. in Monthly P. n

Modifications that reduce borrowers” monthly payments consistently show re-default rates lower
than other modifications-—the larger the reduction in monthly payment, the lower the subsequent
re-default rates. Lower re-default rates may also result from setting monthly payments relative
to the borrower’s income and ability to repay, as well as verification of income and completion
of a successful trial period.

For servicers and investors, determining the optimal type of modification often requires
weighing the reduction in cash flow from loan terms that reduce monthly principal and interest
payments, along with the possible costs of delaying foreclosure, agamnst the potential for longer-
term sustainability of the payments and ultimate repayment of the mortgage.













































Appendix E—Mortgage Modification Data by State

The following tables present certaim mortgage modification data by state, the District of
Columbia, and U.S. territories (the latter are included in the category labeled “Other™). This data
fulfills repotting requirements in the Dodd-Frank Wall Street Reform and Consumer Protection
Act of 2010(Public Law 111-203).

Table 51 presents the number and percentage of HAMP maodifications and other modifications in
each state during the second quarter of 2012. Tables 52 and 53 present the number and
percentage of each type of action included in modifications made during the quarter in each state,
the District of Columbia, and U.S. territories. Tables 54 and §5 present the number and
percentage of each type of action included in combination modifications made during the quarter
in each state, the District of Columbia, and U.S. temritorics. Tables 56 and 57 present the number
and percentage of modifications made during the quarter in each state, the District of Columbia,
and U.S. territories by the amount of change in the borrowers” monthly principal and interest
payments, Tables 58 and 59 present the number and percentage of modifications made in the
fourth quarter of 2011 that were 60 or more days delinquent or in process of foreclosure at the
end of the second quarter of 2012.
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I OVERALL CONDITION OF MINORITY DEPOSITORY INSTITUTIONS

While all banks have struggled with a weak economy, MDIs have faced particularly significant
challenges. A major concern is the high level of noncurrent loans—just over 4 percent at MDIs,
compared to 2.29 percent for all other OCC community banks. Because they have higher levels of
problem loans, MDIs generally hold more Tier 1 capital—an average of 11.63 percent, compared to
10.88 percent for federa) community banks as a whole. Profitability is improving for all banks, and
MDIs recorded net interest income of 3,98 percent of average assets, compared to 3.7 percent for all
other OCC community banks. Asset levels at MDIs held steady in 2011.

II.  OCC’S NATIONAL MINORITY DEPOSITORY INSTITUTIONS PROGRAM

The OCC’s National Minority Depasitory Institutions program is designed to provide technical
assistance and other support to minority-owned banks and thrifts in order to promote and preserve these
institutions, consistent with the requirements of section 308 of FIRREA detailed below.

A. Preserving the Present Number of Minority Depository Institutions

The number of MDIs supervised by the OCC now includes 13 FSAs that were added during 2011 as a
result of the Dodd-Frank Act.

As noted in Table 1 below, nearly 60 percent of the MDIs supervised by the OCC hold assets of less

than $250 million, with nearly 85 percent below $500 million. This distribution has not changed
materially since 2010.

§250 milfion or less

$251 million to $500 million 10 3 13 22.8%
$501 million to $1 billion 4 2 6 10.5%
Greater than $1 billion 4 0 4 1.0%
Total 44 13 57

OCC-supervised MDIs are located in 22 states and the District of Columbia, with combined assets of

$18.8 billion. The heaviest concentrations of MDIs are in the states of California (12 institutions), Texas
(11), and New York (6).
























APPENDIX 1 (Cont’d)
Minority- and Women-Owned Depository Institutions

(As of December 31, 2011) _ . ;

City National Bank of New Jersey 800 Broad Street Newark NJ 07102-0000 9736240865 16142 358,432 1
BNB Bank, National Association 2024 Center Avenue Fort Lee NJ 07024-0000 {212) 689-5292 20822 357,273 3
Nevada National Bank 6110 Spring Mountain Road Las Vegas NV 89102-0000 (888) B81-8718 24682 44,479 3
Carver Federal Savings Bank 75 West 125th Street New York NY 10027-4512 2123608810 705273 670,357 1
Chinatown Federal Savings Bank 107-109 Bowery New York NY 10002-0000 2123349191 708003 161,380 3
Ponce da Leon Federal Bank 2244 Westchester Avenue Bronx NY 10462-0000 {718) 931-9000 706509 759,115 2
Eastbank, National Association 183 Centre Strest New York NY 10013-0000 (212) 2138-9000 18431 187,145 3
Asia Bank, National Association 135-34 Roosavelt Avenue New York City NY 14354-0000 (718) 961-9700 18432 437,403 3
Abacus Federal Savings Bank 6 Bowery Naw York NY 10013-5101 2122669063 708059 233,256 3
First National Bank in Okeeng 124 North Main Street Okeena OK 73763-0000 {580) 822-3300 10913 61,162 6
The Central National Bank of Alva 6§02-612 Flynn Streat Alva oK 73717-000C (580) 327-1122 12182 275,547 8
First National Bank and Trust Company 130 East Macarthur Shawnsa OK 74804-0000 (405) 275-8830 18430 215,689 4
The National Bank of Malvern King and Warren Streets Malvern PA 19355-0000 6106470100 3147 131,457 )
independence Trust Company 325 Bridge Street Franklin TN 37064-0000 (615) 591-8011 717965 3,604 6
Commercial National Bank of Texarkana 5515 Summerhill Road Texarkana TX 75505-0000 {870) 773-4561 15257 193,887 6
The Lamesa National Bank 502 South 1st Strest Lamesa TX 79331-0000 (808) B72-5457 13111 275,380 [
Texas National Bank 215 8, Texas Avenue Meicsdes TX 78570-0000 {956) 565-2485 11879 93,004 2
Zapata National Bank 7th & Hidaigo Zapata X 78076-0000 {9586) 765-4302 14955 103,999 2
Lone Star National Bank 206 West Ferguson Pharr X 78577-0000 (856} 781-4321 17611 2,174,874 2
The First National Bank of Hico 135 N. Pecan Hico TX 76457-0000 (254) 796-4221 4366 39,684 6
Golden Bank, National Association 9315 Bellaire Boulgvard Houston TX 77036-0000 (713) 777-3838 18558 517,463 3
Unity National Bank of Houston 2602 Blodgett Strast Haouston X 77004-0000 {713) 387-7400 21008 71,584 1
American First National Bank 0999 Bellaire Boulevard Houston ™ 77036-0000 (713) 596-2888 23521 268,864 3
Metrobank, National Association 9600 Beligire Boulevard, Suite 252 | Houston X 77036-0000 {713) 776-3876 21017 1,103,089 3
Southwestern National Bank 6901 Corporate Dtive Houston X 77036-0000 {713) 771-9700 23081 331,476 3

Ovwner Codes

1=African American

2=Higpanic American

3=Asian or Pacific Istander American
4=Native American or Alaskan Nalive
5=Multiracial Minorities

8=Women
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APPENDIX 2

Comptroller of the Currency
Administrator of Nationa! Banks

Office of the Comptroller of the Currency
Policy Statement on Minority-Owned National Banks

'the Office of ihe Compirolicr of the Currency (OCC) recognizes the importance of minority- owned

national banks in supporiiug and promoting the cconomic viability of the communities they cerve.
Consistent with its mission of ensuring a safe, sound, and competitive banking system, the OCC seeks
to advance the objectives of Section 308 of the Financial Institutions Reform, Recovery, and
Enforcement Act of 1989 (FIRREA), including the preservation of a robust and healthy minority-

owned national bank sector and the creation of new minority-owned national banks.

Definition of Minority-Owned National Banks

A minority-owned national bank is a national bank that is more than 50 percent owned or controlled by
African Americans, Native Americans, Hispanic Americans, Asian Americans, or women.

Identification of Minority-Owned National Banks

The OCC maintains a list of minority-owned national banks and makes il available on National BankNet
(OCC’s secure, limited-access “extranet” Web site for national banks) and the agency's External
Outreach and Minority Affairs page on its public Web site at

http://www.occ.gov/minority.htm.
Formation of Minority-Owned National Banks

The OCC provides advice and technical assistance to minority bank applicants interested in entering the
national banking system. The OCC has produced materials useful to national bank organizing groups
that can facilitate their development of national bank applications. The OCC assists organizers of
minority-owned national banks through pre-filing meetings and comments on draft applications.

Reguests for such assistance should be directed to the licensing director in the OCC’s district office that
serves the area in which the bank will be headquartered.

A minority-owned national bank may be eligible for designation as a community development bank if
its activities will primarily support: (1) Jow- and moderate-income individuals or areas; (2) government
targeted revitalization areas; or (3) activities that would be considered “qualified investments” under the
Community Reinvestment Act. The institution’s designation as a
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Executive Summary

This OCC Mortgage Metrics Report for the third quarter of 2012 provides performance data on
first-lien residential mortgages serviced by selected national and federal savings banks. The
mortgages in this portfolio comprise 58 percent of all mortgages outstanding in the United
States—29.8 million loans totaling §5.1 trillion in principal balances. This report provides
information on their performance through September 30, 2012.

Overall, the percentage of mortgages in this portfolio that were current and performing declined
by less than one tenth of one percent during the quarter, but have improved 0.7 percent from the
same period a year ago. The percentage of mortgages that were current and performing at the
end of the quarter was 88.6 percent, compared with 88.7 percent the previous quarter and

88.0 percent a year carlier. The percentage of mortgages that weee 30 to 59 days past due was
3.1 percent, up 10.4 percent from the previous quarter and 3.6 percent from a year ago. The
percentage of mortgages that were seriously delinquent—60 or more days past due or held by
bankrupt borrowers whose payments were 30 or more days past due—remained at 4.4 percent,
down 10.8 percent from a year earlier. Strengthening economic conditions, servicing transfers,
and the ongoing effects of home retention efforts and home forfeiture actions contributed to the
improvement in seriously delinquent mortgages compared with last year.

Foreclosure activity remains elevated as the large number of seriously delinquent mortgages and
foreclosures in process work through foreclosure prevention and loss mitigation processes.
Servicers initiated 252,604 new foreclosures during the third quarter of 2012, 95,124 fewer than
the same period a year ago for a decrease of 16.5 percent from the previous quarter and

27.4 percent from a year earlier. The numiber of mortgages in the foreclosure process declined
by 167,730 loans from a year ago to 1,158,289-—a decrease of 6.4 percent from the previous
quarter and 12.6 percent from a year earlier. The number of completed foreclosures tose to
114,742, a 12.8 percent increase from the previous quarter and a 1.3 percent increase from a year
earlier.

Servicers continued to emphasize alternatives to foreclosure during the gquarter. Servicers
implemented 382,899 home retention actions—including modifications, trial-period plans, and
shorter term payment plans—compared with 180,389 new home forfeiture actions during the
quarter. The number of home retention actions implemented by servicers decreased by

8.9 percent from the previous quarter and 16.6 percent from a year earlier.

Mortgage Performance

» The overall percentage of mortgages in this report that were current and performing
decreased slightly to 88.6 percent at the end of the third quarter of 2012 (see table 7).

e The percentage of mortgages that were 30 to 59 days delinguent at the end of the third
quarter increased by 10.4 percent from the previous quarter and 3.6 percent from a year
earlier (see table 7).

» The percentage of mortgages that were seriously delinquent at the end of the quarter was
4.4 percent, the lowest level in three years. The percentage of mortgages that were seriously
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About Mortgage Metrics

The OCC Mortgage Metrics Report presents data on first-lien residential mortgages serviced by
eight narmnal banks and a federal savings association with the largest mortgage-servicing
portfolios.” The data represent 58 percent of all first-lien residential mortgages outstanding in
the country and focus on credit performance, loss mitigation efforts, and foreclosures. Almost
92 percent of the mortgages in the porifolio were serviced for investors other than the reporting
institutions. At the end of September 2012, the reporting institutions serviced 29.8 million first-
lien mortgage loans, totaling $5.1 trillion in unpaid balances (see table 6).

The loans reflected in this report represent a large percentage of the overall mortgage industry,
but they do not represent a statistically random sample of all mortgage loans. The characteristics
of these loans may differ from the overall population of mortgages. This report does not attempt
to quantify or adjust for known seasonal effects that occur within the mortgage industry.

In addition to providing information to the public, the report and its data support the supervision
of national bank and federal savings association mortgage-servicing practices. Examiners use
the data to help assess emerging trends, identify anomalies, compare servicers with peers,
evaluate asset quality and necessary loan-loss reserves, and assess loss mitigation actions.

The report promotes the nse of standardized termns and elements, which allow better comparisons
across the industry and over time. The report uses standardized definitions for prime, Alt-A, and
subprime mortgages based on commonly used credit score ranges.

The OCC and the participating institutions devote significant resources to ensuring that the
information is reliable and accurate. Steps to ensure the validity of the data include quality
assurance processes conducied by the banks and savings association, comprehensive data
validation tests performed by a third-party data aggregator, and comparisons with the
institutions’ quarterly call and thrift financial reports. Data sets of this size and scope inevitably
incur some degree of missing or inconsistent data and other imperfections. The OCC requires
servicers to adjust previous data submissions when errors and omissions are detected. In some
cases, data presented in this report reflect resubmissions from institutions that restate and correct
earlier information.

The report also includes mortgage modification data by state and territaries in appendix E.
These data fulfill reporting requirements in the Dodd-Frank Wall Street Reform and Consumer
Protection Act of 2010 (Public Law 111-203).

Definitions and Method

The report uses standard definitions for three categories of mortgage creditworthiness based on
the following ranges of borrowers’ credit scores at the time of origination:

2 The eighi national banks are Bank of America. JPMorgan Chase. Citibank, HSBC, MetLife, PNC, U.S. Bank, and
Wells Fargo. The federal savings association is OneWest Bank.
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¢ Prime—660 and above.
¢  Alt-A—620 to 659,
¢ Subprime--below 620.

Approximately 10 percent of mortgages in the portfolio were not accompanied by credit scores
and are classified as “other.” This group includes a mix of prime, Alt-A, and subprime
mortgages. In large part, the lack of credit scores results from acquisitions of portfolios from
third parties for which borrower credit scores at origination were not available.

Additional definitions include:

¢ Completed foreclosures-—-Ownership of properties transferred to servicers or investors. The
ultimate result is the loss of borrowers’ homes because of nonpayment.

* Deed-in-Heu-of-fereclosure actions—Actions in which borrowers transfer ownership of the
properties (deeds) to servicers in full satisfaction of the outstanding mortgage debt to lessen
the adverse impact of the debt on borrowers’ credit records. Deed-in-lieu-of-foreclosure
actions typically have a less adverse impact than foreclosures on borrowers” credit records.

¢ Foreclosures in process-——Number of mortgages for which servicers have begun formal
foreclosure proceedings but have not yet completed the foreclosure process. The foreclosure
process varies by state and can take 15 months or more to complete. Many foreclosures in
process never result in the loss of borrowers® homes because servicers simultaneously pursue
other loss mitigation actions, and borrowers may return their mortgages to current and
performing status,

s Government-guaranteed mortgages—All mortgages with an explicit guaranty from the
U.S. government, including the Federal Housing Administration (FHA), the Department of
Veterans Affairs (VA), and, to a lesser extent, certain other departments. These loans may be
held in pools backing Government National Mortgage Association (Ginme Mae) securities,
owned by or securitized through different third-party investors, or held in the portfolios of
reporting institutions.

¢ Home retention actions—Loan modifications, trial-period plans, and payment plans that
allow borrowers to retain ownership and occupancy of their homes while attempting to return
the loans to a current and performing status.

¢ Loan modifications—Actions that contractually change the terms of mortgages with respect
to interest rates, maturity, principal, or other terms of the loan.

s Newly initiated foreclosures—Mortgages for which the servicers mitiate formal foreclosure
proceedings during the quarter. Many newly initiated foreclosures do not result in the loss of
borrowers’ homes because servicers simultaneously pursue other loss mitigation actions, and
borrowers may act to return their morigages to current and performing status,

¢ Payment plans---Short-to-medium-term changes in scheduled terms and payments in order
o return mortgages to a current and performing status.

¢ Payment-option, adjustable rate mortgages (ARM)---Mortgages that allow borrowers to
choose a monthly payment that may initially reduce principal, pay interest only, ot result in

and
Lo



negative amortization, when some amount of unpaid interest is added to the principal balance
of the loan and results in an increased balance.

¢ Principal deferral modifications—Modifications that remove a portion of the principal
from the amount used to calculate monthly principal and interest payments for a set period.
The deferred amount becomes due at the end of the loan term.

* Principal reduction modifications-—Modifications that permanently forgive a portion of the
principal amount owed on a mortgage.

s Re-default rates-—Percentage of modified loans that subsequently become delinguent or
enter the foreclosure process. As measures of delinquency, this report presents re-default
rates using 30, 60, and 90 or more days delinquent and in process of foreclosure. It focuses
on the 60-day-delinquent measure. All re-default data presented in this eeport are based on
meodified loans in effect for the specified amount of time after the modification. All loans
that have been repaid in full, been refinanced, been sold, or completed the foreclosure
process are removed from the calculation. Data include only modifications that have had
time to age the indicated number of months following the modification,

s Seriously delinquent loans—Mortgages that are 60 or more days past due, and all
mortgages held by bankrupt borrowers whose payments are 30 or more days past due.

s Short sales—Sales of the mortgaged properties at prices that net less than the total amount
due on the mortgages. Servicers and borrowers negotiate repayment programs, forbearance,
or forgiveness for any remaining deficiency on the debt. Short sales typically have a less
adverse impact than foreclosures on borrowers” credit records.

o Trial-period plans—Home retention actions that allow borrowers to demonstrate capability
and willingness to pay their modified mortgages for a set period of time. The action becomes
permanent following the successful completion of the trial period.

Loan delinquencies are reported using the Mortgage Bankers Association convention that a loan
is past due when a scheduled payment has not been made by the due date of the following
scheduled payment. The statistics and calculated ratios are based on the number of loans rather
than on the dollar amount outstanding.

Percentages are rounded to one decimal place unless the result is less than 0.1 percent, which is
rounded to two decimal places. The report uses whole numbers when approximating. Values in
tables may not total 100 percent because of rounding.

In tables throughout this report, the quarters are indicated by the last day of the quarter (e.g.,
9/30/12), quarter-to-quarter changes are shown under the colunm “1Q %Change” column, and
year-to-year changes arc shown under the column “1Y %Change” column.

In tables throughout this report, percentages shown under “1Q %Change” and “1Y %Change™
are calculated using actual data, not the rounded values reported for each quarter. Caleulating
period-to-period changes from the rounded values reported in the tables may yield materially
different values than those values indicated in the table.

Mortgage Metrics Report data may not agree with other published data because of timing delays
in updating servicer-processing systems.






























PART ll: Home Retention Actions

Home refention actions include loan modifications, in which servicers modify on¢ or more
mortgage contract terms; trial-period plans, in which the loans will be converted to modifications
upon successful completion of the tnal periods; and payment plans, in which no terms are
contractually modified but borrowers are given time to catch up on missed payments. All of
these actions can help the borrower become current on the loan, attain payment sustainability,
and retain the home.
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Changes in Monthly Payments Resulting From Modification

The previous sections of this report describe the types of modification actions across risk
categories, investors, and product types. This section describes the effect of those changes on
borrowers’ monthly principal and interest payments.

Modifications that decrease payments occur when servicers elect to lower interest rates, extend
the amortizatiom period, or defer or forgive principal. The reduced payments can make
mortgages more affordable to borrowers and more sustainable over time. However, the lower
payments also result in less monthly cash flow and interest income to mortgage investors,

Mortgage modifications may increase monthly payments when borrowers and servicers agree to
add past-due interest, advances for taxes or insurance and other fees to the loan balances and re-
amortize the new balances over the remaining life of the mortgages. The interest rate or maturity
of the loans may be changed on these modifications but not enough to offset the increase in
payments caused by the additional capitalized principal. Modifications may also result in
increased monthly payments when interest rates or principal payments on ARMs and payinent-
option ARMs are reset higher but by less than the amount indicated in the original mortgage
contracts.

Modifications that increase pavments may be appropriate when borrowers resolve temporary
problems with cash flow, or otherwise have reasonable prospects of making higher payments to
repay the debt over time. However, during periods of prolonged economic stress, this strategy
carries additional risk, underscoring the importance of verifying borrowers’ income and debt-
payment ability so that borrowers and servicers have confidence that the modifications will be
sustainable.

Servicers also modify some mortgage contracts by simply leaving principal and interest
payments unchanged. This occurs, for example, when servicers “freeze™ current interest rates
and payments instead of allowing them to increase to levels required by the original mortgage
contracts.
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. Moditied Loan Perl by Change in Monthly Paymen

Madifications that reduce borrowers” monthly payments consistently show re-default rates lower
than other modifications-—the larger the reduction in monthly payment, the lower the subsequent
re-default rates. Lower re-default rates may also result from setting monthly paymenis relative
to the borrower’s income and ability to repay, as well as verification of income and completion
of a successful trial period.

For servicers and investors, determining the optimal type of modification often requires
weighing the reduction in cash flow from loan terms that reduce monthly principal and interest
payments, along with the possible costs of delaying foreclosure, against the potential for longer-
term sustainability of the payments and ultimate repayment of the mortgage.
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Appendix E—Mortgage Modification Data by State

The following tables present certain mortgage modification data by state, the District of
Columbia, and U.S. temitories (the latter are included in the category labeled “Other”), These
data fulfill reporting requirements in the Dodd-Frank Wall Street Reform and Consumer
Protection Act of 2010 (Public Law 111-203).

Table 52 presents the number and percentage of HAMP modifications and other modifications in
each state during the third quarter of 2012, Tables 33 and 54 present the number and percentage
of each type of action included in modifications made during the quarter in each statg, the
District of Columbia, and U.S. territories. Tables 55 and 56 present the number and percentage
of each type of action included in combination modifications made during the quarter in each
state, the District of Columbia, and U.S. territories. Tables 57 and 58 present the number and
percentage of modifications made during the quarter in each state, the District of Columbia, and
U.S. territories by the amount of change in the borrowers’ monthly principal and interest
payments. Tables 59 and 60 present the number and percentage of modifications meade in the
first quarter of 2012 that were 60 or more days delinquent or in process of foreclosure at the end
of the third quarter of 2012.
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