
Methods for Studying Residential 
Foreclosure Diversion Processes 

– a Philadelphia Case Study

Honorable Annette M. Rizzo, Judge of the Philadelphia 
Residential Mortgage Foreclosure Diversion Program 

Ira Goldstein, The Reinvestment Fund (TRF) 

Geoff Walsh, National Consumer Law Center

Jessica Hiemenz

National Consumer Law Center

March 22, 2011



Presenter– Ira Goldstein, Ph.D

• Director of Policy Solutions at The Reinvestment Fund (TRF), a 
results-oriented, socially responsible community investment 
group that works across the mid-Atlantic region. 

• Dr. Goldstein has conducted detailed analyses of mortgage 
foreclosures for each state in the mid-Atlantic under contracts 
with the Federal Reserve, Pennsylvania and Delaware 
Departments of Banking, and the community and economic 
development agencies in Pennsylvania and New Jersey. 

• Together these projects resulted in the direction of benefits and 
added consumer protection to tens of thousands of 
homeowners.

• Dr. Goldstein has also been engaged in an evaluation of the 
impacts and outcomes of the Philadelphia Residential Mortgage 
Foreclosure Diversion Program 

• He is a member of the Consumer Advisory Council of the 
Federal Reserve Board as well as a member of the Research 
Advisory Board of the Center for Responsible Lending and the 
Governor of Pennsylvania's Housing Advisory Committee.



Presenter -Honorable Annette M. Rizzo

• Judge Rizzo was appointed to the Court of Common Pleas bench in 
Philadelphia in 1998. Since that time, she has served in the Trial Division in 
both the Criminal and Civil Programs and now sits in the Civil Major Trial 
Program.

• She has been active in many community organizations serving on many 
non-profit boards and she remains committed to public service. 

• Since the spring of 2008 Judge Rizzo has been involved with the 
development and oversight of the First Judicial District’s Mortgage 
Foreclosure Diversion Program which mandates that no residential owner-
occupied property in Philadelphia may go to Sheriff’s sale without a 
Conciliation Conference being held. 

• The Conferences bring together homeowners, lenders’ counsel, pro bono 
attorneys and housing counselors in an effort to keep City residents in their 
homes. 

• In conjunction with the program, Judge Rizzo has spoken at a variety of 
different consumer, government, and lender conferences across the nation 
and has been the recipient of various awards for her work with the program, 
including the Community Legal Services “Champion of Justice Award,” and 
the “William J. Brennan Distinguished Jurist Award” from the Philadelphia 
Bar Association. 



Presenter – Geoff Walsh

• Worked as a legal services attorney for over twenty-five 
years before joining the staff of the National Consumer Law 
Center.  

• He is presently a staff attorney with NCLC’s Boston office. 

• Before that he worked with the housing and consumer units 
of Community Legal Services in Philadelphia 

• His practice has focused upon housing and bankruptcy 
issues.  

• He is a contributing author to NCLC’s publications  
Consumer Bankruptcy Law and Practice, Foreclosures, and 
Student Loans.  

• He is co-author of two recent studies by NCLC on issues 
affecting the current foreclosure crisis: Foreclosing a 
Dream: A Study of State Foreclosure Laws and State and 
Local Foreclosure Mediation Programs:  Can they Save 
Homes?
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State Responses to Need for 
Loan Modifications: 
Mediation/Conference Programs

• Fifteen states have required by statute or court 
rule some type of mediation/conference 
requirement to consider loan modification before 
foreclosure.

• Diversion to ADR systems

• Supervised settlement conferences

• Meetings

• Phone conferences (California, Michigan, 
Oregon, Washington State)



Authority for Recent Foreclosure 
Mediation Programs

• State Statutes: Connecticut, New York, Indiana,  
Nevada, Maine, Maryland, Vermont, D.C.

• State Supreme Court plans: Florida, Ohio, New 
Jersey, Delaware

• Local Court initiative: local courts in Pennsylvania 
(Philadelphia & Pittsburgh), New Mexico (Santa 
Fe), Kentucky (Louisville), Illinois (Cook County), 
Wisconsin (Milwaukee)



Procedural variations

• Programs requiring opt-in over limited time: Ohio, 
New Jersey, Maryland, Nevada, Delaware

– How much time?

– Other procedural limits

• Programs with automatic participation: New York, 
Connecticut, Florida, Philadelphia, Providence, 
R.I.

• Stay of proceedings

– Automatic

– Must file motion



Foreclosure Mediation Programs

• Can require authorized representative of 
mortgage holder to meet with borrower.

• Can require compliance with mediation rules as 
condition to proceeding with foreclosure.

• Can require consideration of specific loan 
modification and other workout options.

• Foreclosure does not proceed unless servicer

– Produced documents

– Considered all options in good faith 



New York Foreclosure 
Conferences

• Required in all residential foreclosure cases as of 
January 2010

• N.Y. CPLR § 3408

• Requires good faith negotiations to prevent 
foreclosure

• 89,536 conferences held Jan-Oct 2010

• Approximately 75% of homeowners participate



Richmond County New York

• Population approximately 400,000

• In 2010 4,243 conferences held

• For 2659 conferences borrower had atty. (62%)

• 260 defaults (81% homeowners appeared)

• Of 1069 who appeared and completed 
conferences in 2010, one-third obtained loan 
modifications 



Connecticut mediation program

• Connecticut foreclosure mediation program 
established July 2008. 

• 43,556 foreclosures filed in state July 2008-
March 2010

• 34,891 cases eligible for mediation

• 13,823 requested or entered mediation program 
(40% of those eligible)



Connecticut Mediation Program

• Data provided by the Connecticut Judiciary 
covering the period from July 2008 to October 
31, 2010 indicates as follows:

• 8,266 completed mediations

• 49% received permanent loan modification in 
mediation cases

• 15% settled with agreement to move from home

• 5% settled with reinstatement agreement

• 9% settled with forbearance plan

• 22% did not settle, foreclosure action continued



Nevada Program

• Effective July 2009

• Applies to non judicial foreclosures

• Must disclose method of loan mod calculation to 
mediator

• Good faith requirement

– Mediator must certify good faith

– Must seek contempt sanctions from court for bad faith

– Sanctions can be order for modification “in the manner 
determined proper by the court.”



Nevada Mediation Program

• Nevada Judiciary’s update covering period from July 1, 
2010 through Sept. 30, 2010:

• 1809 mediations completed

• 1373 reached agreement (76% of completed mediations)

• 436 no agreement (24% of completed mediations)

• Of the 1373 agreements: 

– 816 homeowner remains

– 457 homeowner vacates

– 349 no certification (non compliance with rules or case 
withdrawn)

• For first year of Nevada program (Sept. 2009-Sept. 2010), 
6,021 mediations were completed 



Redefaults and 2009 mods



HAMP vs Non - HAMP Mods
& Redefaults



Recent Loan mods and redefault

• 4th Q 2009 loan mods as of June 30, 2010

• 60 plus days delinquent:

– HAMP perm. mods – 10.8%

– Non Hamp mods – 22.4%

– Average Payment reduction

– HAMP perm. Mods - $608

– Non-HAMP mods - $307

– OCC/OTS 3d Q 2010 Report



HAMP vs Non-HAMP Mods

• Third Q 2010 OCC/OTS Metrics Report (12/10)

• Nationwide 25.1% of perm mods were HAMP

• Highest rate:

– NY (32.4%)

• Lowest rate:

– AK (10.4%) 



Quality of loan mods

• 3d Q 2010 OCC/OTS Metrics Report

• Percentage of mods w/ 20% or greater P&I 
reduction:

– U.S. average: 53.6%

– Highest: 64.6% (NY)

– Lowest: 36,2% (AK)



Established Spring of 2008

Contact information:

Rachel Gallegos, Esq.

Rachel.Gallegos@courts.Phila.Gov

(215)686-2961

First Judicial District 
Mortgage Foreclosure 
Diversion Program
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Capital

– Grants, loans and equity investments

Knowledge

– Information and policy analysis; Policy Solutions & 
PolicyMap

Innovation

– Products, markets and strategic partnerships

The Reinvestment Fund builds wealth and opportunity for low-wealth 

communities and low and moderate income individuals through the promotion of 

socially and environmentally responsible development. 

We achieve our mission through:

Profile of TRF



The Judicial Foreclosure Process in Philadelphia, PA



1. What is the magnitude of the mortgage foreclosure problem in Philadelphia? & What 

part of that problem is being addressed by the Diversion Court (e.g., legally eligible 

properties are those that are residential owner-occupied properties)? 

2. Once a case is deemed eligible for this intervention, what results are achieved?

3. Does the Diversion Court facilitate the case processing efficiency of the Court? 

4. Has the Diversion Court made a difference in how foreclosure cases progress from 

filing to resolution (of whatever form)? 

5. Assuming the result is a “saved home”, how sustainable is the resolution - and for 

whom? 

6. Has the Diversion Court improved overall access to the judicial process for 

Philadelphia homeowners facing foreclosure?

Basic Questions



Data Sources:

•Pennsylvania Act 91 Notices

•Pennsylvania Homeowners’ Emergency Mortgage Assistance 

Program Applications

•Prothonotary of Philadelphia; Foreclosure Filings

•Board of Revision of Taxes property database (to estimate owner 

occupied properties) / Property specific administrative database

•Court Orders

•Civil Docket - First Judicial District, Pennsylvania: Trial Division –

Civil

Data Sources:

Philadelphia specific
“Universally available”



Data Sources (cont):

•RealQuest (CoreLogic)

•CounselorMax / Home Counselor On-Line

•Homeowners: face-to-face interviews

•Tri-merge credit report

•Census / American Community Survey / Claritas 

•Still need:

• A data source against which Philadelphia results can be 

compared (e.g., NFMC effort, OCC/OTS database)

Data Sources:

Philadelphia specific
“Universally available”



RealQuest



Q 1: Size of the Problem Confronting the Court

• Foreclosure filings: County Prothonotary / Clerk of Courts

• Property Ownership: Recorder of Deeds / BRT / Private data 

provider



Q1: Size of the Problem Confronting the Court

All Filings Eligible Filings



Q 2: What Results are Achieved - Basic Order Data

• Court Orders: Cases will undoubtedly have multiple 

contacts. Important to structure your database so that 

those can be captured.



Q 2: What Results are Achieved - Orders

July 2008-August 2010



Q 3: Case Processing



Q 4: Case Progression

Two Options:

•Compare pre- and post-intervention likelihood of a 

foreclosure ending up with a sheriff sale.

•Compare areas with interventions to similar areas 

without interventions.
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Q 5: Quantitative - Sustainability of Agreements

• Identify cases ending with Agreements as of June, 2009

• Critical to allow ample time for Agreements to age.

• Time and resources permitting, identify cases with other 

outcomes too (e.g., failure to appear). A comparison such 

as this highlights whether those that participate and 

successfully save their homes do better than those who 

chose not to participate at all.

• For all selected cases, search public records for post-diversion 

filings

• New foreclosure actions

• Sheriff sales / auction

• New public liens (e.g., utilities, taxes)

• Property sold in market transaction

• New mortgages



Q 5: Qualitative – Interview Homeowners with Agreements

Question Topic Areas:

•Circumstances (mortgage, 
personal, etc.) leading to  
home purchase / refinance 
and foreclosure?
•Experience with the housing 
counseling agency / attorney 
with which the homeowner 
worked.
•The process through which 
an agreement was achieved.
•Thoughts about whether 
they think they’ll be able to 
sustain the payments.
•Credit reports
•6-months post-Agreement 
follow-up.

Location of Diversion Households Interviewed



Q 6: Access to the Process - Cases Ending with Failure to Appear



Q 6: Access to the Process - Cases Ending with Agreements



Q6: Access to the Process



Issues / Limitations

• Substance of Agreements – Now getting 

additional data from the Order. Also an 

agreement to obtain data from counselors, 

but it is not universal and very labor intensive 

to acquire.



Basic Information on the Kind of Agreements

Foreclosure Diversion Court Summary & Agreement  

____________________________ (Foreclosure Case ID Number) 

 

This form must accompany all Orders noticing that the subject case is settled. 

 

Parties Agreed to the Following (check all that apply):  

□ Loan Modification (see below)  □ Reinstatement    

□ Repayment/Forbearance Plan  □ Extension Agreement 

□ Short Sale     □ Add’l time to leave home _____mos 

□ Deed-in-lieu of foreclosure   □ Cash for Keys      

□ Principal Forbearance $_________(amt) □ Other ____________________ 

 

For All Loan Modifications - please supply the terms of the modification: 

 

HAMP:   □ Yes □ No 

Trial modification:   □ Yes □ No  If yes, period of trial status         mos 

Permanent modification:  □ Yes □ No   

Non-HAMP:  □ Yes □ No 

Trial modification:   □ Yes □ No  If yes, period of trial status         mos 

Permanent modification:  □ Yes □ No   

Much of this has 
been recently 
incorporated into 
Orders



Basic Information on the Characteristics of Agreements

Much of this 
must be 
manually 
obtained from 
counselor files



Issues / Limitations

• Representation data remains a challenge –

can only identify cases with a formal 

appearance entered.

• NEED A COMPARATOR –compare Philadelphia 

to Philadelphia & Philadelphia to others 

(NFMC and/or OCC/OTS) 

• Process issues that touch:

• Equity

• Efficiency

• Paper-based nature of the process



For more information, please contact:
Ira Goldstein, The Reinvestment Fund

ira.goldstein@trfund.com

Study funded by:

The Open Society Institute & 
The William Penn Foundation   



For More Information on Foreclosure 

Defenses, Workouts, and 

Mortgage Servicing

Visit 
www.consumerlaw.org

New Third Edition of the 

Definitive Treatise 

from National Consumer
Law Center
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