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Good morning, Chairman Dodd, Ranking Member Shaliy Members of the Committee. | am
Allen Jones, Bank of America’s Default Managemeuoitdy Executive. Thank you for the
opportunity to appear and update you on the effifrBank of America to help families avoid

foreclosures wherever possible and stay in themmds

Let me start by making two important points on vimhiavill elaborate later in the testimony.

First, as you will recall Bank of America exitedogwime lending nearly nine years ago. Upon
acquiring Countrywide, we have taken the stepsi\tuee our combined company is a leader in
traditional mortgage products. Our April launchtloé Clarity Commitment -- a clear and simple
one page disclosure that accompanies every neweéfindnced loan — is one demonstration of

our focus on ensuring customers understand whattlegy are getting and the associated costs.

Second, Bank of America has been at the forefrbgbeernment and industry efforts to develop
loan modification programs as a way of avoidingtbosures and helping financially distressed
customers remain in their homes. We modified 230 /@ortgage loans in 2008, and we are

pleased to report that in the first six monthshid yyear, modification offers have been accepted

or rate relief has been provided for more than Q@D customers.

In recent weeks, as the Administration’s Making Hofifordable modification program
guidelines have been completed and our systemsl®areconverted, Making Home Affordable
has become the centerpiece of Bank of America’sadiMeome retention efforts. Already,
approximately 80,000 Bank of America customersiatée trial modification period or are

responding to modification offers we have extendieder Making Home Affordable.
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We have achieved this level of success by devatigtantial resources to this effort. Our

Home Loans business has more than 7,400 assodedtested to home retention. This team
has nearly doubled since this time one year adgwy Tespond to an average of 80,000 customer
calls a day - and more than 1.8 million calls a thorin addition to personnel, we have devoted

substantial systems, training and other resouesitloan modification efforts.

Our country is slowly emerging from the worst econocrisis since the Great Depression, the
impacts of which have been felt deeply by consurbecause at its center has been the

deterioration in value of an asset important toviadial wealth and stability - the home. Home
values in some areas of the country have depreédatess than half their value at the market’s

peak, and unemployment continues to rise - recduitiyng a 26 year high.

Against this backdrop, millions of families areugjgling. As one of the country’s leading
mortgage lenders and servicers, Bank of Americarstdnds and fully appreciates its role in
helping borrowers through these difficult econotmees. We want to ensure that any borrower
who has sufficient income and the intent to mamteameownership has the ability to do so

using any and all resources we have available.

With that introduction, let me describe more spealfy how we are leveraging Making Home
Affordable and other programs to help borrowersl, govide some suggestions for

improvement.



Support for Administration’s Foreclosure Relief Efforts

Bank of America supports the Obama Administratidviaking Home Affordable refinance and
loan modification programs for their potential el millions of homeowners who otherwise

may have faced certain foreclosure.

The program'’s focus on affordability of paymenthe loan modification and refinance
processes is consistent with the approach we haaessfully developed for our customers, and
we appreciate the opportunity we have had to watk the Administration in developing

guidelines for its Making Home Affordable programs.

While our primary focus here today is loan modificas, it's important to recognize the benefits
of the Making Home Affordable refinance program @sdole in helping more Americans retain

their homes.

Bank of America was one of the first lenders tocess refinance applications through the
Making Home Affordable program. We have taken ntbes 90,000Making Home Affordable
refinance applications (the majority of which haweked) and funded nearly 40,000 refinances

since launching the program.

Responsiveness to borrowers. We understand the importance of responding pronwtisn our

customers call, and providing clear, timely answertheir questions. As noted earlier, our

home retention division responds to an averag®@i® customer calls daily. We seek to



answer calls from customers in 90 seconds or lassl in the second quarter we met that goal

more than 80 percent of the time.

Making Home Affordable Modification Process. Our process for evaluating Making Home

Affordable modifications generally works as follawA customer is contacted through
solicitation or offer letters or they contact usdave perform an analysis of their financial
situation, focusing primarily on their income angenses and any hardships they may be
suffering. In many cases, particularly where weehdelegated authority from our investors to
modify their loans, the customer can be pre-qualifor the Making Home Affordable program

over the phone.

A pre-qualified customer receives a trial modifioatplan in the mail to execute and return
within 30 days, along with supporting financial datentation and their first trial period
payment. During the trial period, the customeosuwinentation is evaluated to ensure
compliance with program guidelines. A customer wieets all program requirements,
including timely making of all payments during thisee or four month period, will receive a

second agreement that must be signed and pronaptsned to receive a final modification.

We continually strive to make our processes efficand customer-friendly. We have
established new processes for, among other thiregdying borrower income and expenses,
managing trial modification periods, securing tlagmpent of mortgage insurance pre-claims at
the time of modification so as to enable more bwers to qualify for modifications, and

working with third party contractors engaged by GfeEs.



Delaysin Foreclosure Sales. Bank of America customers will not lose their hortees

foreclosure while their loans are being considéoeé modification. The Bank places
foreclosure sales on hold while it determines aaruer’s eligibility for its home retention

programs.

Bank of America’s Home Retention Operations

While the focus of today’s hearing is on Making HoAffordable modification implementation,
we also want to highlight our early leadershipddrass avoidable foreclosures. As the largest
servicer in the U.S., servicing one in five mortggagor a total of 14 million loans, we understand
our responsibility to help our customers sustaiméownership. Before the government’s
announcement of Making Home Affordable earlier gfear, Bank of America had proactively
put in place industry-leading assistance programslistressed borrowers. We continue to

leverage those programs to ensure that we considey potential solution for our customers.

National Homeowner ship Retention Program. Shortly after acquiring Countrywide, Bank of

America announced the creation of our National Homeership Retention Program for nearly
400,000 borrowers with discontinued Countrywidepsihe and pay option ARM products.
Outreach under the program began in December 2DB8. Making Home Affordable, our
National Homeownership Retention Program focusesffamdability and sustainability, while

providing a streamlined loan modification process.

Hope for Homeowners. Bank of America believes the Hope for Homeowneogymm provides

another useful tool for assisting borrowers. Weehaot been able to implement the program as

we are still awaiting final guidance from the Depant of Housing and Urban Development.
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The program, as originally rolled out, had a seofesnique requirements which were very
different from standard FHA programs, and preses&us implementation challenges for
lenders. The Helping Families Save Their Homessigited into law by President Obama in
May of 2009 includes helpful changes to Hope fomdowners that are designed to make the
program more consistent with standard FHA practid®¥e understand the Department of
Housing and Urban Development is hard at work areldping finalHope for

Homeowners guidandilat will provide lenders with the toalsey need tanove forwardand
implement the program. It is important to notet thace final guidelines are issued, it will still

take lenders several months to implement the pnogra

Community Outreach and Partnerships. We have also devoted significant resources to

community outreach. Since the beginning of thisryere have participated in more than 120
community outreach events in 26 states. We haehezl more than 5,000 borrowers through

these events, with about 50% of whom we had na poatact in the last 60 days.

We have partnered with the National Council of laz& National Urban League, and the
National Coalition for Asian Pacific American Comnity Development in the creation of the
Alliance for Stabilizing Communities, and we progid$2.5 million in funding to support this
national coalition dedicated to assisting individuacing foreclosure. The Alliance will hold 40
housing rescue fairs over the next two years ind@dmunities hardest hit by the foreclosure

crisis.



In addition, Bank of America partners with 440 HW@pproved non-profit counseling agencies.
Empowering the counselors with knowledge about B#nkmerica Home Loans and the
Making Home Affordable modification program is sifijgant because counselors can educate
borrowers and assist in the modification applicgapoocess. This year, we have trained over

500 counselors in sessions across the United States

Making Home Affordable Challenges and Improvements

Bank of America appreciates the opportunity we ad ko work closely with members of the
Administration in developing the Making Home Affatole program. We all understand there is
still more work to be done on various aspects efffogram to improve its success and the

success of those homeowners that rely on it fastasee during these difficult economic times.

We would like to take this opportunity to offer sersuggestions for improvement:

Announcement of Program Changes or Guidance. Communications by Treasury to servicers

and at-risk homeowners regarding program featurds#fective dates could be improved.
Advanced notification to loan servicers once nevdeglines or program changes are determined
(but before they become effective) would enableisers to establish early necessary systems
and practices to better address customer inquifiég. current method of publicly announcing
new guidelines or changes concurrently with theative dates creates immediate demand with
insufficient lead time for operational readine3sis can lead to negative customer experience

and, ultimately, public backlash against the proga



We also would suggest that new or revised guidglihe be issued until they have been
reviewed with industry representatives and thefaitkehave been completed. For example,
while we appreciate the spirit in which it was dpte issuance by Treasury of its brief and
limited guidelines for the second lien and shol# ggograms months before their
comprehensive rules have been finalized or eveftedraas led to a great deal of confusion and

delay in the industry and with the public.

Promoting uniform interpretations of program guidelines. Consistency in the creation and
interpretation of program guidelines between Treaaud the GSEs, as well as consistent
guidelines for Fannie Mae- and Freddie Mac-owneskauritized loans, also would reduce
homeowner confusion and simplify servicers’ abitityoperationalize these programs as they
evolve. Similarly, it is important to encouradatss to limit modification-related legislation
which may complicate participation in federal praais such as MHA. And there also should be
consistency among the various federal regulataisagencies as to the options servicers should

utilize and the process servicers should followifigplementing Making Home Affordable.

Requirement of complete documentation. One of the benefits of the MHA program is theltria

modification period. Servicers can approve trialdmfications almost instantly and use the trial
period to collect the necessary documentation toptete the modification. One factor that
slows down the process during the trial periodhé many borrowers initially provide
incomplete information. We hope to work with theéministration to address the challenges we
are experiencing with some of the required docuatant returned by customers by reinforcing

through the media and other communications the rtapoe of complete and accurate

9



documentation. Servicers also should have somubiligy to determine the materiality of the
incomplete response, such as whether we can aacegectronically filed tax return without a

signature.

No program for the unemployed. As a general matter, we would welcome the oppastdo

work with Treasury on a program that would offeoghierm relief while unemployed borrowers

seek re-employment. This is already a signifiggogulation, and a growing need.

Customer Impacts

Despite problems in the economy, most of our custsmontinue to pay their mortgages on
time; and less than 375,000 loans, or fewer tharoB#ébe 14 million loans in our servicing
portfolio, face foreclosure. While foreclosures arrelatively small percentage of our portfolio,
we recognize that the impact they have on our conities, neighborhoods and customers is
significant. That is why we have exhausted andlaihtinue to exhaust every possible avenue

to help families stay in their homes.

Despite our best efforts, there are limits to whkatcan do. With unemployment at a 26 year
high, even the most ambitious modification plan wit help when there is no income. Often
the largest impediments to completing loan modiitce are the changed circumstances of the
borrower, such as unemployment, divorce, illnessligsatisfaction with the property that may
make a loan modification unattainable. We can ombgify loans where the borrower has the

ability and willingness to repay.
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Our goal is to keep as many families in their hoa®possible. Often we will succeed, but
regardless, we believe every customer deserves tieated with compassion and respect, and

we work to provide a dignified process for everyone

Bank of America Mortgage Lending Update

We strongly believe that long-term recovery in #e®enomy and housing markets relies upon
lenders responsibly and effectively providing lo&msreditworthy borrowers. To that end, in
April we launched Bank of America Home Loans, whigluilt on a brand promise to always

be a responsible lender and help create succéssfuitowners.

At that time, we introduced several new tools spanse to valuable customer feedback. One
such tool — the Clarity Commitment — is a one-psigamary of a borrower’s loan terms in plain
English. We have it in place on 95% of our produand it has been very well received by our
customers and community partners. Since we intredlit, already 400,000 customers have

received this document with their loan papers.

We are making new mortgage loans available to ldégcustomers for buying homes and
refinancing their current mortgage loans. On HRridduly 17, Bank of America will report
second quarter earnings. In the first quarterO8f? we generated:
o0 More than $85 billion in first mortgage productiemepresenting more than
382,000 customers who purchased homes or savedymartee home they
already own.
o0 More than $4 billion in home equity and reverse tgage production,

representing almost 23,000 customers.
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One in four of these loans were to low- and mo@eratome customers.

Conclusion

| want to thank you for the opportunity to descrthe ongoing home retention efforts. We
recognize there is still much more to be done. digoing economic crisis demands expedient,
affordable loan modifications that help borroweithim the framework of our contractual

obligations to investors.

This is a critically important undertaking that rhbe done right if we as a country are going to
preserve the flow of mortgage credit to supportanable homeownership and at the same time
protect communities and neighborhoods from avorlédleclosures. We look forward to
working with Congress and the Administration to@uoplish these goals. | would be happy to

answer any questions you might have.
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