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Dear Secretary Donovan, Associate Attorney General Perrelli, and Generals Miller, Abbott, 

Biden, Bondi, Cooper, DeWine, Harris, Horne, Jepsen, Madigan, McKenna, and Suthers: 

In the midst of the continuing foreclosure crisis, and with negotiations between State Attorneys 

General, Federal Agencies and the major servicers reaching a pivotal point, we are writing to 

urge a strong settlement to the legal actions under discussion, and one that leaves open the path 

for further needed actions to hold lawbreakers accountable.  



 

Since early 2007 more than 7.5 million homes have entered the foreclosure process, 4.8 million 

borrowers are at risk of foreclosure now, and the crisis continues, with more households drawn 

in to the danger zone every day.  Default and foreclosure rates are many times higher than they 

have been at any time since the great depression, and the damage has impacted every corner of 

our country, including urban and rural areas, and families of every kind. It has also had a 

particularly destructive impact in minority communities and is a major cause of the more than 

50% drop in wealth among black and Latino families since the financial crisis began.   

The millions of foreclosures are devastating for families that lose their homes, but also for 

neighborhoods afflicted with vacancy and blight, towns and cities losing property taxes, and for 

our whole economy. Compounding the harm to working families, small investors and pension 

funds have lost billions of dollars on investments in mortgage-backed securities that were sold 

deceptively and built on loans that were destined to fail.  

Abuse, fraud, conflicts of interest, and lawlessness have been endemic at every stage of the 

mortgage origination, pooling, securitization, and servicing and foreclosure process.  This chain 

of misconduct by many of the nations’ largest financial companies is at the root of the 

foreclosure avalanche, of the failure of existing programs to resolve the problem, and a 

fundamental cause of the broader economic crisis that has cost millions of jobs and is 

compounding the foreclosure problem now. In turn, failure to resolve the foreclosure crisis is 

worsening our economic situation, and making it harder to create jobs. 

As settlement discussions between the Attorneys General, the federal agencies, and the mortgage 

servicers continue, we want to reiterate our view that pressure for an immediate settlement must 

not outweigh the more important need for a settlement appropriate to the vast scale of the laws 

broken and the harm done.  We understand that industry is pressing to limit relief and for overly 

broad releases; they must not be allowed to succeed. To the extent that institutions or individuals 

committed illegal acts, there have to be consequences for breaking the law that are in proportion 

to the seriousness of the violations.   

Every time a light is aimed at a piece of the mortgage abuse puzzle, new examples of 

lawbreaking and conflicts of interest emerge. The last few weeks in particular have seen new 

information come to light, and new actors engage in efforts to challenge the impunity of 

securitizers and servicers. The evidence is there to be found, and it should be deployed to compel 

meaningful change.  

We need a strong settlement to the robosigning actions, and one that only releases claims that 

were fully investigated and remedied. Otherwise there is a great danger that the banks will be 

bailed out once again, and allowed to escape from the consequences of their actions, while 

homeowners, communities, investors, and our broader economic security pay the price.   

Homeowners need a settlement that will:  



 

 Make principal reductions mandatory, meaningful and widely applicable, including 

across loans held in portfolio and owned by investors; (servicers must not be credited for 

actions that do not fully benefit borrowers); 

 Make loss mitigation standards transparent, binding, and enforceable; 

 Include substantial monetary relief in addition to principal reduction, including restitution 

for borrowers who have already wrongly lost their homes;  

 Correct basic flaws in the servicing and modification process, including fully ending the 

dual-track of foreclosure proceedings during modification processing; providing a single 

point of contact for borrowers, and requiring forbearance for unemployed homeowners 

with a fair opportunity for affordable repayment of the forbearance;  

 Provide releases only for claims that were fully investigated and remedied; for example,  

the agreement must not release securities claims, fair housing claims, chain of title claims 

or claims regarding servicers’ use of MERS. Homeowner defenses to foreclosure must be 

preserved, and homeowner relief cannot be conditioned on homeowner release of broader 

claims. 

 Require that relief under the settlement must be widely available, and allocated in 

accordance with principles of equity, and in compliance with fair housing laws. 

 Hold responsible parties accountable for their lawbreaking, and further the process of a 

full public airing of the abuses that caused and prolonged this crisis. 

 

We very much appreciate the work you are doing.  Much too little has been done to address the 

foreclosure crisis, with terrible consequences.  That is why a meaningful settlement, and one that 

allows further actions to hold those responsible for the foreclosure crisis accountable, is so 

important to help homeowners, communities, investors and the whole economy, to secure a 

measure of justice.   

Sincerely, 
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