


•  Bankruptcy  
–  as lens to study plight of homeowners 
–  as starting point for evaluating role of law to 

reduce consequences of housing crisis 

•  Data on Default Costs 
–  Amount of arrears 
–  Amount of default costs 
–  Types of fees and charges 

•  Implications  
–  Counseling and loss mitigation 
–  Law reform and policy solutions 



• Chapter 13 bankruptcy has special 
features to help families keep homes 
–  Automatic stay halts pending foreclosure 
–  Cure default by paying arrearage amounts over 

a repayment plan of up to 5 years 
–  Opportunity to contest foreclosure 

•  500,000 homeowners file bankruptcy 
each year over past decade 



•  Income of homeowners 
–  $43,263 average; $36,348 median 
–  Below national average 

•  Amount of monthly home payments 
–  $1,207 average; $838 median 
–  When add other housing costs, 71% of debtors 

living in unaffordable housing (>30% of income 
on homeownership) 

•  Value of homes 
–  $147,929 average; $111,200 median 



• Total Arrears (all loans of each debtor) 
–  $11,227 average; $7790 median 
–  Includes payments, accrued interest, escrow 

shortage, and default fees and costs 

• Months Behind (debtor’s most 
delinquent loan) 
–  Average 7.2 mos.; Median 6 mos.  
–  Foreclosure usually starts at 90 days 



Default	  Fees	  and	  Costs	  



• Late charge 
• Appraisal/Broker price opinions 
• Property inspections 
• Foreclosure costs/fees 
• Bankruptcy fee 
• Force-placed insurance 
• “Other” or miscellaneous fees 
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• Disclosure of fees and costs 
–  “Service” of mortgage servicers 
–  Notice in foreclosure or bankruptcy 
–  Decoding accounting 

• Legality of fees and costs 
–  Reasonableness standard 
–  Scarce case law   



• Default costs climb quickly 
–  Reach out to homeowners earlier; not just before 

foreclosure filed but before initial default. 

•  Increase awareness of default costs 
–  Prompt debtor to act more quickly to stave off 

such costs 
–  Educate counselors about these costs to 

challenge their accuracy or legality  

• Loss mitigation 
–  Requirement to pay default costs upfront as 

condition to loss mitigation 



• Regulation of servicers 
–  From “none” to some? 
–  Regulatory overlap and inaction 

• Servicer incentives 
–  Retained fee income 
–  Once in foreclosure, eliminate servicer 

“advances”  

• Bankruptcy useful for arrearage 
–  Increased review of fees and costs 
–  Subordinate fees and costs? 




