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Testimony of P. Solange Hilfinger-Pardo 

In Support of House Bill 5567 
 

Good morning Senator Winfield, Representative Lesser and other members of the Committee. Thank 
you for your time today. My name is Solange Hilfinger-Pardo. I am a second-year law student in the 
Mortgage Foreclosure Litigation Clinic at Yale Law School. Our Clinic provides legal assistance to 
homeowners fighting foreclosure who cannot afford private counsel. I am here today on behalf of the 
Clinic to express our support of House Bill 5567, An Act Concerning Alternatives To Foreclosures. 
 

This Act achieves two changes that we believe will be vital for certain homeowners facing foreclosure. 
First, it creates a method by which senior lienholders and homeowners can come to a workout without 
facing the threat of hold ups by underwater junior lienholders. Second, it opens up the existing foreclosure 
by market sale provisions to homeowners already in foreclosure. 

 
Both these measures are important ways for homeowners with underwater properties to avoid 

foreclosure. Connecticut is home to four cities in the top one hundred towns with the highest negative 
equity in the country: Hartford, Bridgeport, Waterbury, and New Haven. As of 2014, Hartford was the 
“most underwater” city in the nation, with a negative equity rate of 56%.1 Voluntary mortgage 
modifications, short sales and deeds-in-lieu are almost always a better way for a mortgagee to realize 
value when the property is underwater and over-leveraged. 

 
Allowing junior lienholders to exert holdout pressure is value destroying. Junior lienholders have 

incentives to hold up beneficial resolutions such as modifications, deeds-in-lieu or short sales in order to 
receive a payout, even if their lien is entirely underwater. Without a means for subordinating junior liens, 
entirely underwater junior lienholders can exert hostage power to prevent economically efficient 
workouts, harming first mortgagees, as well as the housing market generally. The Clinic and the 
Connecticut Fair Housing Center have witnessed second mortgagees demand—and receive—payoffs of 
thousands of dollars to cooperate with a workout. In other cases, the time it took to seek this cooperation 
caused a deal to fall through. In the context of loan modifications, senior lienholders and homeowners 
have no practical ability to circumvent junior lienholders who are demanding payouts and threatening to 
block modifications. In such situations, their only choice is to pay or let the home enter an unnecessary 
foreclosure.  

 
This bill will allow more homeowners to avoid foreclosure. In a random sampling of Connecticut Fair 

Housing Center foreclosure prevention intakes from 2013 and 2014, 12% reported having second 
mortgages that were completely underwater, and many more had junior liens that were underwater. These 
are homeowners whose outcomes could be significantly improved through the enactment of this bill. They 
would not be forced to pay out junior lienholders who made a bad bet on the property in order to obtain a 
loan modification. Nor would they ever be forced into foreclosure when an alternative preferable to both 
the homeowner and the first mortgagee exists. 

 
                                            
1 Haas Institute, Underwater America, U.C. Berkley (2014), 14. 
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The foreclosure by market sale provisions already provide for junior liens to be subordinated in order 
to allow the sale to go forward. This bill would allow homeowners already in foreclosure to utilize these 
tools for avoiding foreclosure. Given that many homeowners do not always pursue alternatives to 
foreclosure prior to entering the foreclosure process, this bill will allow mortgagees to better preserve 
property value and give homeowners additional means of avoiding foreclosure. 

 
We have some suggestions for slight amendments to the bill’s language as it currently stands. These 

changes accomplish the same objectives as before but in ways that may be more accommodating of other 
stakeholders, namely mortgagees, who would be affected by this bill. The amended bill also clarifies some 
of the language in the raised bill and would simplify its administration. We are attaching our suggested 
amendments to this testimony. 

 
We watch homeowners struggle through foreclosure day in, day out. Modifications, deeds-in-lieu, or 

short sales often provide significantly better outcomes for both the homeowner and the first mortgagee. 
We support this bill because we believe it helps achieve those outcomes. Thank you for the opportunity to 
testify today. 






















