Minnesota Home Ownership Center
2010FORECLOSURE COUNSELING PROGRAM REPORT

Karen Duggleby, M.S.W. and Kim Skobba, Ph.D.

March 2011

Minnesota' 1 '\'

Home Ownership
Center




Acknowledgements

The Minnesota Home Ownership Cens¢aff would like to thank the many people who
contributed their time and expertise to this project. A special thanks to Jeff Matson and Kelly
Muellman from the Center for Regional Affairs (CURA) for their mgpguntributions to this
report.

Additionaly, the Minnesota Home Ownership Center is profoundly grateful for the dedicated
professionals working withithe Homeownership Advisors Networkhe many positive results
identified in this report would not have been possible without their hard work guet and
compassion for serving families at risk of foreclosure.

About the Minnesota Home Ownership Center
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ownership in Minnesotawith a focus on serving the needs of laamd moderateincome

families and emerging markets. At the core of this mission is the belief that lower income

households can achieve and recognize the benefits offenmg homeownership if they enter

homeownersip through theright doort prepared to make wise, informed decisions for their

families.

The Minnesota Home Ownership Centédfers a unigue approach teomeownership
preparedness and sustainabilitysinga centralized, managed structurén its centrailzed role,

the Center provides leadership for key initiatives and partnerships that promote home
ownership preparedness and sustainable homeownership throughout Minnesota. The Center
ensures statewide access to high quality, consistent services by cogyieaillomeownership
Advisors Networka network of agencies that deliver its home ownership education and
foreclosurecounseling programs.

¢ KS / Sy S NmphasizdsILINE | OK
e Highquality programming grounded in national best practices
e Programming that isesponsive to the changing environment
e Consistency of service delivery for consumers regardless of programming location

e Aleadership entity serving as a single point of contact and expertise for industry
stakeholders, funders, and the broader community.

Mortgage industry stakeholders concerned with affordable, sustainable home ownership
founded the Minnesota Home Ownership Center in 1993. Since that time, the Minnesota Home
Ownership Center and its network have achieved a strong record of accomplishoness éhe

state in helping primarily economically disadvantaged and underserved households access
sustainable home ownership.
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Executive Summary

Foreclosure prevention services and outcomes

In 2010, theHomeownership Advisors Netwopkovided foreclosure counseling
services to 12,158 homeowners, the second highest number of clients served in the
YySGig2N]l Qa KAali2NRO

Sixtyssixpercent 66%) of the homeowners receiving counseling services were able

to avoid foreclosure. Among those who averted foreclos888% were able to stay
in their home andlL1% were unable to stay in their home.

Over the past three years, thdetwork has helped nearly 20,000 homeowners avoid
foreclosure.

The number of homeowners served decreased by 23% from 20@8uationthat
came at a time when the actual number of households experiencing foreclosure
increased. While it is difficult to idetify the reasons counseling use would decline
during a time when foreclosuséncreased, some potential factors include lack of
awareness of counseling services among homeownegsdater Minnesota, which
saw an increase in foreclosures in 2010 as weth@® foreclosures on investor
owned, second homes and walkaways.

The Twin Cities Metro region served the most clients (and has the largest
population) but had one of the largest decreases in clients (26%) served between
2009 and 2010However, examininge distribution of all households served by
region shows that there has been little change in the relative proportion of
households served statewide.

Loan type, affordability and reason for default

The majority ohomeowners counseled hadortgage paymentghat were
unaffordableat the time they sought counseling. Sixiyo (62 %) of the
homeowners had a monthly mortgage payment that was more than 30% of their
household income and nearly oigriarter had payments that wenmore than half

of their household income.

About half of the homeowners sought help from a housing counselor while they
were less than 90 days late on their mortgage; 25% were still current on their
mortgage when they began working with their counselor. The earlier homermsvne
seek help, the more time they have to resolve their mortgage problems.

Theshare of homeowners (41%ho accessed foreclosure counseling after falling
behind by over 120 days on their mortgage paymentseased from 30% in 2009 to
41% in 2010While the reason for this shift is unclear, it is possible that it is due to
an increasing number of homeowners who are falling further behind while trying to
work out loan modifications on their own with their lender.
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e The vast majority of the homeowners servegl foreclosure counseling have fixed
rate prime mortgages. This marks the continuation of a pattern that began two
years ago, as threclosure crisis transitioned from a subprime mortgage problem
to an unemployment problem.

Characteristics of homeowers seeking counseling services

e The median household income for the clients served in 2010 was $38,400. Sixty
eight percent of homeowners receiving foreclosure counseling services had a
household income of less th&50,000. Twentgix percent had a howehold
income of $25,000 or less

e The majority of homeowners served were considered either veryitmome or
low-income.Seventythree percent {3%) of those served had household
incomes at or below 80% of the AMI, which is categorized asriomme.

Sightly less than half (42%) of the homeowners served were considered very
low income, having household incomes at or below 50% of the area median
income (AMI).

e Approximately onehird of 12,158 homeowners served in 2010 were between
the ages of 3814. Sixtytwo percent 62%) of homeowners werdetween ages
35-54. Twentyone percent of the homeowners served were age 55 or older.

e The average household size among clients served by foreclosure counseling was
three people Over half of the homeowners receivifyeclosure counseling
had dependent children in the home.
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Introduction

The Foreclosure Crisis in Minnesota

As we end the fourth year of the foreclosure crisis, the number of foreclosures continues at
record levels and homeowners continue to show signs of financial struggles. In 2010, 25,673
mortgages went into foreclosure, an increase of 11 percent over 2089eplacing 2009 as the
second highest yearly total on record. The number offpreclosure notices sent out in 2010
shows a similar pattern. The notices, typically sent to homeowners who are two to three

months delinquent on their mortgage, showed awgrgase between 2009 and 2010.

Contradicting this data is the steady decline in the percentage of Minnesota homeowners who
are delinquent on their primary mortgage. The percentage of delinquencies declined from a high
of 8% of all firstien mortgages in té third quarter in 2009 to 6.6% in the third quarter of 2010.

Unemployment and a weak housing market with declining home values continue to be a major
part of the foreclosure problem. Prior to the housing crisis, homeowners faced with a loss of
income cald sell their home to avoid foreclosure. Today, declining home values and a relatively
weak housing market mean that many homeowners owe more than their home is worth,
making it difficult to sell a home quickly, especially at a time when there are fawspgctive
buyers.

It is likely that the foreclosure crisis will continue at or near 2010 levels for the near future.
Homeowners will continue to struggle and the need for foreclosure counseling services will
remain strong. However, many real estate indysxperts point to signs that the crisis may be
nearing the bottom. The inventory of homes for sale has stabilized. After two years of decline, it
appears that home sales prices are evening.out

Table 1: MinnesotaForeclosures byrear & Region

Foreclosures

Region 2005 2006 & 2007 2008 2009 2010

Twin Cities Metro | 3,759 | 7,039 | 12,974 17,268 14,459 15,779

Greater MN 2,707 4,777 @ 7,430 8,997 8,560 | 9,894
Minnesota 6,466 11,816 20,404 26,265 | 23,019 25,673
Source:!l 2dzAaAYA[ AY1Z C2NBOf2adz2NBa Ay aAyySazaly ! wSLR2NI

! Minneapolis Area Association of Realtors, Data on median sales prices and months supply of homes for
sale.. Retrieved frorttp://thething.mplsrealtor.com/
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Table 2: Number of Préoreclosure Notices, by Quarter 2009

2009 2010
Qleliey Twin Cities ) Twin Cities .
metro Statewide metro Statewide
First (JarMar) 8,846 15,144 11,047 18,412
Second (Apdun) 12,184 17,298 10,334 17,001
Third (Jut Sept) 10,457 17,543 11,369 18,982
Fourth (Oct, Dec) 10,322 16,585 10,393 17,270
Total 41,809 66,570 43,143 71,665

Overviewofa Ayy Saz2 Gl Qa C2NBOf 2adz2NE t N2OSaa

Foreclosure is the legal process that allows a lender to take possession of and sell a property
because the borrower did not meet the terms of the lo&tate laws guide the process of
foreclosure whichmeans that laws peaining to foreclosure vary from state to statgtatelaws
outline the sequence of events and actions that need to take place for a foreclosure to happen.
The primary method of foreclosure in Minnesota is referred to asjandicial foreclosure, also
known as foreclosure by advertisement. This means that most foreclosures in Minnesota occur
without court intervention.

The foreclosure process typically begins after the fourth missed mortgagment (see Figure

1,page9)! & GKA& GAYSI GKS t2Fy GNrya¥FSNA FTNRY (GKS f
attorney. Working on behalf of the lender, the attorney begins the foreclosure process by first

notifying the homeowner that they are handling the foreclosure and then scthegdud | a4 KSNA T F Q.
artS RFiSe® ¢KS aKSNAFTQa alfS Aa LINL 2F GKS F21
at a public auction and sold to the highest bidder, usually the lender. Once the date of the
AKSNATFQa alfsS I dzRAOAY (rSHaa GKS Siy |a S/ AIOSS 2t d K S
be published in a local newspaper for six consecutive weeks.

The occupant of the property is served a notice of foreclosure at least four (4) weeks prior to the
foreclosure sale. A formal redemptigreriod follows the sale, which typically lasts six (6)

months, during which the borrower can redeem the property by paying the amount of the
foreclosure sale plus any accumulated interest, taxes, liens, or fees. For more details on the
laws that govern Minesota norjudicial foreclosure go to:

www.revisor.leg.state.mn.us/stats/580
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Figure 1Foreclosure Process Chart
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Key Activities in 2010

¢CKS aAyySazidl | 2YS hg yRANBckskdon prdaolivel shaisg STF2 NI a A
information about the foreclosure crisis and prevention services with industry professionals and
consumersseekng funding opportunities to support thelomeownership Advisors Netwoskad

identifying strategies to improve consumer outcomes while directing the most efficient use of

resources. Some examples of this work are highlighted below.

Look Before You Leap campaign

The Minnesota Home Ownership Center, in partnership with NeighborWorks Afferica
launched Look Before You Leap, a public awareness campaign aimed to increase
awareness of foprofit foreclosure prevention scams. This statewide campaign
empowers homeowners to spot deceptive scams and to protect their home. The
campaign website, wwwobkbeforeyouleap.org, includes tools to help consumers
identify deceptive practices and information about how to seek the advice of a housing
counseling professional.

Through traditional media, social media and outreach events, the Center reavieed
25,000consumers and industry professionals with the Look Before You Leap campaign.
At the end of 2010almost100 organizations in Minnesota had signed on as campaign
partners.

Ongoing work with NFMC

The Minnesota Home Ownership Center has played anrialktég role in helping
Minnesota Housing secure state funding from the National Foreclosure Mitigation
Counseling program (NFMC). The NFMC program is a special federal appropriation,
administered by NeighborWork&merica that is designed to support apa expansion

of foreclosure intervention counseling in response to the nationwide foreclosure crisis.

h@SNJ 0KS LI ad aS@OSNIt &SIFENER>X (KS aAyySazdal |
in serving atisk borrowers, combined with strong philanthropic sopipof local

corporations and foundations has provided an important source of leverage. As a result,

Minnesota has been able to secure the third highest level of NFMC funding among all

state housing finance agencies. Taken together, this local and natiorihg has

Fff26SR (GKS /SyisSNDa ySieé2z2N)] (2 SELIYR Ada O
prevention services.

Partnerships with lenders and servicers

The Minnesota Hom®wnership Center began piloting a program with national
investors and sereers to provide an efficienprocess for submitting loss mitiian
applications for theiborrowers The pilot project, which will be implemented in 2011, is
designed to streamline communications between housing counselors and services that
will facilitate the loss mitigation process aongercome barriers that impede progress.

The pilot program also includes targetedtreach and marketing activities to
homeowners atrisk of foreclosure
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Report overview and methodology

This report provides a summary @faluation results for the foreclosure prevention counseling
program supported by the Minnesota Home Ownership Center. Through this program, local
foreclosure counseling services alelivered to consumeri 26 agencieghroughout

Minnesota. The reportiammarizes household and loan characteristics, service ysage
outcomes for homeowners receiving foreclosure counseling duriig.20

This report includedata collectedoy foreclosure counselors #te 26 agenciesn the

Homeownership Advisors Netwogkee below)providing foreclosure&ounseling services

GKNRdzZAK GKS aAyySazil twokyBhe reppryesdht dataland Sy i SND&  y ¢
findings for all homeowners who went through a triage assessrardtreceived either phone
orinpersoncounseling. v G NA I 3IS aasSaavySyd Syl ofSa Oz2dzyasSt 21
situation and identify possible solutions. The prodestudes gathering information from the

homeowner including mortgage status, reason for delinquency, mortgage product and other
housingexpenses, affordability and their commitment to stay in the hor@serall, 60% of the

clients served went through the triage assessment and received basic counseling and another

40% received more idepth counselingThe report does not include data ontheowners who

received information and referral. It also does not include data on homeowners who received

one-time counseling services at Borrowers Workshops sponsored by the Minnesota Home

Ownership Center.

Programdatawas tracked using a centrahlinereporting tool called CounselorMax The data
for this report is based on client data fromZDunless otherwise noted. The data was
downloaded from CounselorMax and analyzed uSR&&nd GIS software.

The following agencies provided client data this report:

Arrowhead Economic Opportunity Agency PRG, Inc.
Anoka County Community Action Program Rochester/Olmstead Community Housing Partnersl
BiCounty Community Action Program Southwest Minnesota Housing Partnership

Carver County Community Development Agency Tri-ValleyOpportunity Council
City of St. Paul, Planning & Economic Developme Twin Cities Habitat for Humanity

CommunityAction Partnership of Subban Washington Conty Housingand Redevelopment
Hennepin Authority

Community Neighborhood Housing Services West Central Community Action Program
Dakota County Community Development Agency Wright County Community Action Program
Inter-County Community Council CCCS of The Village Family Service Center

Heartland Community Action Program
Hmong American Partnership

Lao Assistance Center

LSS Financial Counseling

Minneapolis Neigborhood Housing Services
Neighborhood Development Alliance (NeDA)
Northwest Community Action Program
Ottertail-Wadena Community Action Council

x New agencies added {Dctober 2010
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Counseling Serviced@istics

¢CKS aAyySazidl 12YS hgySNBKALI / SYydSNna ySiog
G2 aSNBS Iy SEGNI2NRAYINE ydzYoSNJ 2F K2dza SK
foreclosure counseling services to 12,158 homeowners, the second highest nafrdbents

ASNUSR Ay (GKS ySig2Nl Qa KAaAG2NRB® 2KAES (KS
of clients, the numbers served in 2010 represents a decrease of 23% over 2009 service. This

reduction came at a time when the actua
number of houskolds experiencing Table 3 Households Served
foreclosure increased in 2010.
Vear Total Households

It is difficult to identify the reason for the Served
decline of service usage in 2010. Below| 595 4,245
are some factors that could account for
decline in counseling between 2009 and | 2006 4,757
2010¢ a period during which theumber
of foreclosures increased. 2007 4,828

. . 2008 11,809
Influence ofother intervening factorsg
investor-owned homes, second homes | 2009 15,868
andwalkaways.These factors may be
influencing both the number of 2010 12,158

foreclosures and households seeking

foreclosure prevention services. The

{KSNATFQa altS RIFEGF R2Sa y2i Rsctped bBoyid A (S
homes and investeowned properties; yet all appear in the annual foreclosure totals.
However, investors are not eligible for foreclosure prevention services througNetveork.

With an estimated 16% of all homesth a mortgage underwatestatewide, it is also possible
that the foreclosurenumbers in 2010 reflect an increase in homeowners who are choosing to
Wgl 1 ForeQ FNRY SAOGKSNI GKSANI LINRYLFNE 2NJ
these homeowners would not seek the help of a foreclosure prevention counselor.

QX

More foredosures inGreater Minnesota. Foreclosures iereater Minnesota increased by

1334, or almost 16%, between 2009 and 2010, yet the relative numbers serGeehiter

Minnesota remained the same. Geographic barriers and a decrease in funds for marketing and
outreach make it harder to reach-ask homeowners outside of the metro area. Given the
likelihood that the foreclosure crisis will continue for at leasb@éer year, the Minnesota Home
Ownership Center may need to reevaluate outreach strategies used imetno areas to

ensure that atrisk homeowners are aware of available foreclosure prevention services.

High profile publicity in 2009 allowed more homemers to learn about foreclosure

prevention servicesln 2009, three eventg a national HOPE Now borrowers workshop, a KARE
11 phone bank and an announcement by the Obama administration of new federal foreclosure
prevention effortsq garnered an unusuallyigh volume of clients. These efforts highlight the
value d high profile publicity efforts in reaching-aisk homeowners. Yet, as the foreclosure
crisis lingers in its fourth year, fewer resources are available for marketing and outreach,
reducing opprtunities for highprofile, clientcentered events.

12|Page
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Figure 2 20082010HouseholdsServed by Quarter
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Counseling services by location

When compared to 2009, all regions in Minnesota experienced a decrease in the number of
households receiving foodbosure counseling compared to previous years. The Northwestern,
Southwestern and Metro regions experienced the greatest decreases, with each region serving
over 24% fewer clients in 2010 than in 2009. The Twin Cities Metro region served the most
clients @nd has the largest population) but had one of the largest decreases in clients (26%)
served between 2009 and 2018owever, examining the distribution of all households served

by region (Figure 3) shows that there has been little change in the relatoopion of

households served statewide.

A map of the households served divided by the number of owner occupied households in each

county (pagel5) shows the relative saturation rate of counseling. A housing unit is owner

occupied if the owner lives y (G KS K2YSo® ¢ KS / Sy i SNd@upantJNE OA RS NJ
K2dzaSK2f Ra 2yfed Ly aSOSNrf O2dzyiAisSazr GKS / SydasSt
the owneroccupied households. The map shows the counties with the highest rate of

households seved form a ring surrounding Hennepin and Anoka counties. This suggests two

things: 1) foreclosures continue to affect the metro suburban collar counties and manry non

metro counties throughout the state 2) people in these areas are seeking foreclosuenpicev

services.

Figure 3: Proportion of all households served, by region
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Minnesota Home Ownership Center: Foreclosure Counseling
2010 Households Served Rate by County

Actual number of households served listed below each county name

Koochiching
8

Households Served Rate
[ ]01%-03%
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I 09% - 1.3%

B 4% -2.3%

D Service Regions

Households Served by
Region

Service Households

Region Served
Central 2,014
Uaciqul Pan;j\ 12 Metro 7,236
N Northeast 868
Northwest 289
Southeast 1,068
Southwest 389
West Central 408

' oo a 2010 MN Total 12,272
i = Watonwa = 299,0 GT:stod Winona

ROCK‘ Nobles | Jackson Martin ‘Faﬂbault
| A7 7 17 | 16

. Map created Feb 2011 by CURA staff from MN Homeownership Center Data
0 20 40 80 Miles Household Served Rate calculated by number of households
I T Y T I T Y | served as a percent of owner-occupied households (Census 2000).
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Findings: Loans, Affordability and Counseling Outcomes

Analysis of Loan Type

The vast majority of the homeowners served by foreclosure counseling havedbeggrime

mortgages. This marks the continuation of a pattern that began two years, derdwosure

crisis transitioned from a subprime mortgage problem to an unemployment problem. In 2008,

27% of the homeowners receiving counseling services had aisumortgage; another 25%

had adjustable rate prime mortgages. In 2010, only 9% had subprime mortgages-{eigiemt

2T (KS K2YS246ySNE aASNWUSR o0& GKS aAayySazidl 12YS
fixed rate prime mortgages. The remaining 118d hdjustable rate prime mortgages.

Figure 4 Prime & Subprime by Loan Type
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(]
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50% / —4—Fixed Prime
o /

=@ Fixed Subprime

40%

44% ARM Prime
30%
59, ==ARM Subprime
20%
10% - ! e B
12% 5%
)
0% T 59 T 49 1
2008 2009 2010

Table 4 Prime & Subprime loans

Count Percent
Prime (>=8%) 10,719 90%
Subprime (8+%) 1,106 9%
Totals 11,825
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Loan Status

About half of the homeowners sought help from a housing counselor while they were less than

90 days late on their mortgage; 25% were still current on their mortgage when they began

working with their counseloidn general, homeowners who seek help early have a greater

OKI yOS 2F I @SNIAYy3I F2NBOf2adaNE (KIQheliK2aS gK2 gl
troubling trend in the 2010 data is the increassitare of homeowners (41%ho accessed

foreclosure coundeng after falling behind by over 120 days on their mortgage paymeitde

the reason for this shift is unclear, it is possible that it is due to increasing number of

homeowners who are trying to work out loan modifications directly with their lender.

CadzyaSt2NBR Ay (GUKS aiAyySazidl 12YS hgySNEKALI / SyiSt
enter counseling after first trying to work with their lender. Unable to achieve a result, these

homeowners seek counseling at a later stage of delinquency.

Table 5: Lan Status at Intake, 2068010

Loan Status 2008 2009 2010
Current 21% 31% 25%
30-60 Days Late 22% 16% 14%
61-90 Days Late 15% 12% 10%
91-120 Days Late 12% 11% 10%
120+ Days Late 31% 30% 41%

17|Page



Reason for Default

The data continues to sothat loss of income is the primary reason for default among
homeowners seeking foreclosueeunseling assistance. In 2010, sixty percgithe

homeowners served reported that they had either a loss or reduction of their household

income. Reduction imcome refersé situations in which total household income has

decreased, typically becaukeurs available for work habeen reduced, eeduction in

government assistance, or lossabpat- time job. Loss of income refers to homeowners who

have becomainemployed and have temporarily los sources oincome Counselorseport

that many clients are seeking assistance as they have become unemployed or have seen a loss in
hours In 200, 2% of homeowners indicated their primary reason for default wastduan

increase ifoan payment, compared t8%in 2008 and 4% in 2009.

Table 6;: Reason for Default

Reason Percent

2008 2009 2010
Reduction in Income 35% 29% 35%
Loss of Income 15% 32% 25%
Poor Budget Management Skills 12% 10% 12%
Medicallssues 10% 8% 8%
Increase in Loan Payment 9% 4% 2%
Divorce/Separation 6% 6% 7%
Increase in Expense 4% 4% 4%
Death of Family Member 1% 1% 2%
Business Venture Failed 1% 1% 1%
Other 6% 6% 4%
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Analysis of loan affordability

Themajority ofhomeowners counseled hadortgage paymentthat wereunaffordableat the

time they sought counseling. Sixtyo (62 %) of the homeowners had a monthly mortgage
payment that was more than 30% of their household income and nearhgoager had
payments that were more than half of their household income. Payments that are at or below
30% of income are typically considered affordalflenong the 39% of the homeowners with
affordable payments, nearly 30% were still current on their mortgage aratiditional 14%

were less than 60 days past due. Just over half of the homeowners with affordable payments
said they were in default due to a job loss or reduction in incdiris.important to note that

the 195 households that reported having no income mogincluded in this analysis.

In 2010, themedian monthly mortgage payment among the homeowners receiving counseling
services was $1210, which is about $100 less than the previous year. Owéirdred the
homeowners served had a monthly paymentaD00 or less. NearB0% of the homeowners

had firstlien loan payments that exceeded $1500; this represents a 10% decrease over 2009.

Figure 5:Percentage oHomeownersby Percenage of Income Paid to Mortgagealyment
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Note: 1,405 louseholds missing either annual income or mortgage payment information were
removed from data. Households with more than 100% income paid to mortgage were
trimmed from data as erroneous.
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Foreclosures prevented

In 2010, sixtysixpercent 66%) of the homeowners receiving counseling services were able to
avoid foreclosure. Among those who averted foreclos8@8p were able to stay in their home
and11% were unable to stay in their hom&ased on available outcome data, there wéit34
foreclosures prevented among those who first sought counseling10.20often takes many
months to identify the outcome of foreclosure counseling. As of early 2011, outcome data was
available for 72% (8,699) of the homeowners who first sought selimg in 2010. Twentgight
percent (3459) of cases opened during 2010 are still receiving counseling with outcomes

pending.
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foreclosure for 57% of the homeowners served. The industry average for foreclosure prevention

is36%

While a variety of strategies were used to avoid foreclosure, the most common among the
homeowners serveth 2010 was to bringheir mortgage current, mortgage modifications and
forbearance agreements. Some of the strategies used to prevent foreclosure result in the
homeowner leaving the home. Overall, 11% of the homeowners seaveitled foreclosure but
werenot able to stay in their home. These homeowners typigaiyvented foreclosure by

selling their home.

Table7: Foreclosure Outcomes on Closed Cases in ZIIK)

Foreclosure Outcomes 200 2005 20U

1 Count | Percent| Count | Percent| Count | Percent
Foreclosures Preventeg 5,439 49% 8,813 58% 5,734 66%
Foreclosure Occurred 2,885 26% 3,482 23% 2,019 23%
Outcome Unknown 2,720 25% 2,855 19% 946 11%
TOTAL 11,044 100% 15,150 100% 8,699 100%

* Theinformation in this table has been updated with outcome data that became available after the publication of
the 2008 and 2009 foreclosure counseling reports were published.
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Figure 6: Total Foreclosu@utcomes on Closed Cases 2a0810

Foreclosure Occurred

Outcome Unknown

5,000 10,000 15,000 20,000 25,000

Table 8: Foreclosures Prevented, by Remedy

Foreclosures Prevented Al AR A
Count Count Count
4 Brought Mortgage Current 2341 3926 2,012
Initiated Forbearance Agreement 657 1300 944
Mortgage Modified 1291 2452 1,652
Bankruptcy 209 346 289
Remained < _
,ET@I;‘Z Mortgage Refinanced 84 134 131
Received Second Mortgage 24 19 5
Partial Claim 20 21 13
\_| Entered Debt Management Plan 67 100 63
PreForeclosure SalgShort sale) 416 294 328
Unable to Sold Property 290 184 261
Remain
In Home Executed Deeth-Lieu 40 37 36
5439 8813 5734
TOTAL 49%) | (58%) | (66%)
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Faeclosures Prevented by Location

Mapping the foreclosures prevented by county shows that there were more foreclosures
prevented in areas with higher populationds in 2009Anoka, Dakota, Hennepin and Ramsey
Counties had the highest number of foreclosures prevented among all Minnesotéies. The

metro area counties have a higher concentration of foreclosures prevented as the counties with
other large cities (Olmsted, St. Louis, Stearfibg following page shows a statewide map of
foreclosures prevented by county for 2010.
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Minnesota Home Ownership Center: Foreclosure Counseling

2010 Foreclosures Prevented by County
Actual number of foreclosures prevented listed below each county name

ey |

served as a percent of owner-occupied households (Census 2000).
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Client Demographic Information

Age

The median age of clients served in 2010 was 46.iF klghtly younger than the population of
Minnesota homeowners in general. Thedian age for Minnesota homeowners iS50

Approximately onehird of 12,158 homeowners served in 2010 were between the ages-of 35
44. Sixtytwo percent 62%) of homeowners werdetween ages 3-54. Twentyone percent of
the homeowners served were age 55 or older.

Recovering from mortgage delinquency and foreclosure is difficult for people of all ages. For
homeowners nearing retirement age, this financial crisis is coming at a difficult time.

Figure 7: Age of Homeowners Served
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2 Compiled by MN Compass from Steven Ruggles, J. Trent Alexander, Katie Genadek, Ronald Goeken,
Matthew B. Schroeder, and Matthew Sobek. Integrated Public Use Microdata Series: Version 5.0
[Machinereadable database]. Mireapolis: University of Minnesota, 2010.

24|Page



Household Type an&ize

Over half of the homeowners receiving foreclosure counseling had dependent children in the
home. Of the families with dependent children, 40% were married couples and another 17%
were single headef household. Aboud0%o0f the homeowners served lkdeone adult in the
household; nearly onguarter of the homeowners served were single adults. Relative to
families with two workingdults, single adults face a particular challenge in preventing
foreclosure when the mortgage delinquency stems from the lafsa job or income.

The average household size among clients served by foreclosure counseling was three people.

This is slightly higher than the average household size of all Minnesota homeowners (2.57).
Over 8% of the clients served had six or moreifamembers living in the household.

Table 9: Household Type

Type of Household Percent
Married with Dependents 40%
Single Adult 24%
Married without Dependents 14%
FemaleHeadedSingle Parentiousehold 13%
Male-HeadedSingle Parentiousehold 4%
Two or More Unrelated Adults 4%
Other 1%
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Income

The median household income for the clients served in 2010 was $38,400eighttypercent of
homeowners receiving foreclosure counseling services had a household income of less than
$50,000. Twentgix percent had a household income of $25,000 or |I&fshe 2,158clients
served,204reported that they had no income at thtene of intake.This was typically due to the
loss of a job.

The majority of homeowners served were considkeither very lowincome or lowincome.
Comparing the household income by family size and location, slightly less than half (42%) of the
homeowners served were considered very low income, having household incomes at or below
50% of the area median incomaNll). Seventythree percent {3%) of those served had

household incomes at or below 80% of the AMI, which is categorized dadome.

Figure 8: Homeowners by Percentage Household Annual Income
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Race & Ethnicity

Homeowners of colowere overrepresented among those receiving counseling services. People
of color represent 9%f all Minnesota homeownersyetthey comprised3% ofthe

homeowners seeking counselinthis contrast is most striking for Black and Hispanic
homeowners, who make uf.3% of allMinnesota homeownersombined and 1% of all the
homeowners seeking counseling duringlR0

Figure 9:Race & Ethnicity of Foreclosure Counseling Prog@lmntsand Minnesota

Homeowners
*Native Americans represent less than 1% of homeowners in Minnesota and homeowners served through the
Foreclosure Program.
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Data source: US Census Bureau, American Community Survey2 7
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APPENDIX:
Foreclosure Prevention Counseling: The Minnesota Model

The Minnesota Home Ownership Center brings 17 years of experience in supporting the delivery
of foreclosure counseling services in Minnesota. Today, homeowners in Minnesota have access
toF2NBOf 2adzNBE LINBGSYyiAzy ASNBAOSaA Ay -Babe®K 2F
service delivery model, services are provided locally through a network afyanizations

called the Homeownership Advisors Netwofkese organizations repregsenmix of
community-based norprofit and government organizations that are involved with some aspect

of housing as part of their mission. Most of the organizations have been offering foreclosure
prevention services for the past decade.

idKS

Baseduponthree2d SY G Al f St SYSyidaszs aAyySazialQa F2NBOf 2ad

innovation, creativity and superior effectiveness in helping homeowners avoid foreclosure. First,
it is guided by a central ngprofit organization that provides leadership, techniaakistance,

and service coordination. Second, the model utilizes a highly trained network of community
based foreclosure counselors based in the community. Finally, it is supported by a strong
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of government, and the lending industry.
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managed approach to homebuyer education and foreclosonseling.The Center
provides leadership and key services to community based homeownership agencies,
including program models, certification and training, technical support, data collection and

Y 2

evaluation, program outreach, policy leadership and fundraising. Fne d KS 2 NBI yAT I G A 2y C

most important functions is to develop and deploy a continuum of homeownership
education and counseling services, from-{prgrchase to foreclosure counseling.

Statewide access to locally baseérvicesHomeownersn Minnesota have a@ss to

F2NBEOf 2adzNBE O2dzyaSt Ay3d aSNBAOSA Ay -se®K 27
service delivery model, counseling services are provided locally through a network-pfafiin

and local government agencies whose mission emphasizesrigpUdie foreclosure counselors

in this network are both highly trained and experienced. Most of the organizations have been
offering foreclosure counseling for the past decade.

Sustainable, coordinated fundin@ne of the strengths of the Minnesota Home @ekship
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program is financed through four primary funders: the state housing finance agency (Minnesota
Housing); the Minnesota Home Ownership Center, which vesdits funding through lenders,

local governments and a variety of philanthropic organizations; and two foundatitives

Family Housing Fund and Greater Minnesota Housing Fund. The comiasety agencies
providing foreclosure counseling receive fundihgpugh a competitive process, facilitated by

the Minnesota Home Ownership Center. This process avoids service duplication and ensures
that high quality services are available statewide.

When the foreclosure crisis emerged, the Minnesota Home Owneft3iper had the
infrastructure in place to conduct the rapid and extensive organizational #1@mgquired to
meet the growing need for foreclosure counseling. The Center improved its service delivery
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