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The deep contraction in the economy and in theihgusarket has created devastating
consequences for homeowners and communities thootigiie country. Millions of responsible
families who make their monthly payments and fuifieir obligations have seen their property
values fall, and are now unable to refinance tcelomortgage rates. Meanwhile, millions of
workers have lost their jobs or had their hours antl are now struggling to stay current on their
mortgage payments. As a result, as many as 6 milimilies are expected to face foreclosure in
the next several years, with millions more strugglio stay current on their payments.

The present crisis is real, but temporary. As hpnees fall, demand for housing will increase,
and conditions will ultimately find a new baland&t in the absence of decisive action, we risk
an intensifying spiral in which lenders foreclopashing home prices still lower, reducing the
value of household savings, and making it hardealidamilies to refinance. In some studies,
foreclosure on a home has been found to reducgrites of nearby homes by as much as 9
percent — creating the potential that even borrewdto make every payment suffer from an
increase in foreclosures in their community.

The Obama Administration’s Homeowner Affordabilityd Stability Planwill offer assistance to
as many as 7 to 9 million homeownemsaking a good-faith effort to stay current on thei
mortgage payments, while attempting to preventtstructive impact of foreclosures on
families and communities. It will not provide moniyspeculators, and it will target support to
the working homeowners who have made every possffie to stay current on their mortgage
payments. Just as the American Recovery and Reémeas Act works to save or create several
million new jobs and the Financial Stability Plapnks to get credit flowing, the Homeowner
Affordability and Stability Plan will support a reeery in the housing market and ensure that
these workers can continue paying off their morégag

By supporting low mortgage rates by strengthenfidence in Fannie Mae and Freddie Mac,
providing up to 4 to 5 million homeowners with naacess to refinancing and enacting a
comprehensive stability initiative to offer reducetbnthly payments for up to 3 to 4 million at-
risk homeowners, this plan — which draws off thstligeas developed within the Administration,
as well as from Congressional housing leaders adéral Deposit Insurance Corporation Chair
Sheila Bair — brings together the government, lemdad borrowers to share responsibility
towards ensuring working Americans can afford &y $h their homes.

Homeowner Affordability and Stability Plan

Refinancing for Responsible Homeowner s Suffering From Falling Home Prices

A Comprehensive $75 Billion Homeowner Stability Initiative

= A Loan Madification Plan To Reach 3 to 4 Million keowners

o Shared Effort with Lenders to Reduce Interest Payme
0 Incentives to Servicers and Borrowers

Clear and Consistent Guidelines for Loan Modificat

Required Participation By Financial Stability PRarticipants

Modifications of Home Mortgages During Bankruptcy

Strengthen Hope for Homeowners and Other FHA Laagiams

Support Local Communities and Help Displaced Renter

Support Low Mortgage Rates by Strengthening Confidence in Fannie Mae and Freddie Mac




THEWHITE HOUSE
Washington
February 18, 2009

1. Provide Accessto Low-Cost Refinancing for Responsible Homeowner s Suffering From

Falling Home Prices:

Provide the Opportunity for Up to 4 to 5 Million Rponsible Homeowners
Expected to Refinancavlortgage rates are currently at historically loweks,
providing homeowners with the opportunity to redtiegr monthly payments by
refinancing. But under current rules, most familsd® owe more than 80 percent of
the value of their homes have a difficult time seayrefinancing. (For example, if a
borrower’s home was worth $200,000, he or she wbalc limited refinancing
options if he or she owed more than $160,000.)nviions of responsible
homeowners who put money down and made their mgetgayments on time have
— through no fault of their own — seen the valu¢heifr homes drop low enough to
make them unable to access these lower ratesrésili, the Obama Administration
is announcing a new program that will provide tpeartunity for 4 to 5 million
responsible homeowners who took out conformingdaamned or guaranteed by
Freddie Mac and Fannie Mae to refinance througtwvilbdanstitutions over time.

Reducing Monthly Paymentd=or many families, a low-cost refinancing could
reduce mortgage payments by thousands of dollangeae. For example, consider a
family that took a 30-year fixed rate mortgage 20%,000 with an interest rate of
6.50% on a house worth $260,000 at the time. Tattiay family has $200,000
remaining on their mortgage, but the value of tlahe has fallen 15 percent to
$221,000 — making them ineligible for today’s lavterest rates that generally
require the borrower to have 20 percent home equitger this refinancing plan,
that family could refinance to a rate near 5.168éducing their annual payments by
over $2,300.

2. A $75 Billion Homeowner Stability Initiative to Prevent Foreclosures and Help

Responsible Families Stay in Their Homes: The Treasury Department, working with the

GSEs, FHA, the FDIC and other federal agencies unillertake a comprehensive multi-part
strategy to prevent millions of foreclosures anip i@milies stay in their homes. This
strategy includes the following five features:

A Homeowner Stability Initiative to Reach Up to 8 # Million At-Risk
Homeowners

Clear and Consistent Guidelines for Loan Modificatis

Requiring That Financial Stability Plan Recipientslse Guidance for Loan
Modifications

Allowing Judicial Modifications of Home Mortgages ring Bankruptcy When A
Borrower Has No Other Options

Require Strong Oversight, Reporting and Quarterlyeltings with Treasury, the
FDIC, the Federal Reserve and HUD to Monitor Perimance
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» Strengthening FHA Programs and Providing Supportrfaocal Communities

A. A Homeowner Stability Initiative to Reach Up to 8 4 Million At-Risk Homeowners:
This initiative is intended to reach millions oponsible homeowners who are
struggling to afford their mortgage payments beeaigshe current recession, yet cannot
sell their homes because prices have fallen sdfisigmtly. In the current economy, in
which 3.6 million jobs have been lost over the dasmonths, millions of hard-working
families have seen their mortgage payments rid® tor even 50 percent of their monthly
income — particularly if they received subprime axdtic loans with exploding terms
and hidden fees. The Homeowner Stability Initiatperates through a shared
partnership to temporarily help those who commitnttke reasonable monthly mortgage
payments to stay in their homes, providing familigth security and neighborhoods with
stability. This plan will also help to stabilizerme prices for homeowners in
neighborhoods hardest hit by foreclosures. Basesktimates concerning the
relationship between foreclosures and home prigitls the average house in the U.S.
valued around $200,00the aver age homeowner could see hisor her home value
stabilized against declinesin price by as much as $6,000 relative to what it would
otherwise be absent the Homeowner Stability Iivtat

Who the Program Reaches:

» Focusing on Homeowners At RiskAnyone with_high combined mortgage debt
compared to incomer wha is “underwatér(with a combined mortgage balance
higher than the current market value of his housay be eligible for a loan
modification. This initiative will also include bawers who show other indications
of being at risk of default. Eligibility for the pgram will sunset at the end of three
years.

= Reaching Homeowners Who Have Not Missed PaymeBislinquency will not be a
requirement for eligibility. Rather, because loapdifications are more likely to
succeed if they are made before a borrower mispagment, the plan will include
households at risk of imminent default despite ¢p&irrent on their mortgage
payments.

= Common Sense Restriction@nly owner-occupied homes qualify; no home
mortgages larger than the Freddie/Fannie conforfmmgs will be eligible.This
initiative will go solely to supporting responsililemeowners willing to make
payments to stay in their home — it will not ai@@mators or house flippers.

= Special Provisions for Families with High Total Delhevels Borrowers with high
total debt qualify, but only if they agree to erit#dD-certified consumer debt
counseling. Specifically, homeowners with total¢k@&nd” debt (which includes not
only housing debt, but other debt including cankand credit card debt) equal to
55% or more of their income will be required toeayto enter a counseling program
as a condition for a modification.

How the Program Works
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The Homeowner Stability Initiative has a simple lgoaduce the amount
homeowners owe per month to sustainable levels. gittigram will bring together
lenders, servicers, borrowers, and the governrserthatall stakeholderssharein
the cost of ensuring that responsible homeowners can atfen monthly mortgage
payments — helping to reach up to 3 to 4 millionigit borrowers in all segments of
the mortgage market, reducing foreclosures, argirigeto avoid further downward
pressures on overall home prices. The programéwasa key components:

Shared Effort to Reduce Monthly Paymentsreasury will partner with
financial institutions to reduce homeowners’ moptimortgage payments.

- The lender will have to first reduce interest rairsnortgages to a
specified affordability leve(specifically, bring down rates so that
the borrower’'s monthly mortgage payment is no gretitan 38% of
his or her income).

- Next, the initiative will match further reductionsinterest payments
dollar-for-dollarwith the lender, down to a 31% debt-to-incomeorati
for the borrower.

- To ensure long-term affordability, lenders will kethe modified
payments in place for five yeawfter that point, the interest rate can
be gradually stepped-up to the conforming loanirapdace at the
time of the modification.Note: Lenders can also bring down
monthly payments to these affordability targetstigh reducing the
amount of mortgage principal. The initiative willquide a partial
share of the costs of this principal reductiap to the amount the
lender would have received for an interest rateubn.

“Pay for Success” Incentives to ServicerServicers will receive an up-front
fee of $1,000 for each eligible modification megtguidelines established
under this initiativeServicers will also receive “pay for success” fees
awarded monthly as long as the borrower stays cuom the loan — of up to
$1,000 each year for three years.

Responsible Modification IncentivesBecause loan modifications are more
likely to succeed if they are made before a borrawisses a payment, the
plan will include an incentive payment of $1,500viortgage holders and
$500 for servicers for modifications made whileoarbwer at risk of
imminent default is still current.

Incentives to Help Borrowers Stay Currento provide an extra incentive
for borrowers to keep paying on time under the fiediloan, the initiative
will provide a monthly balance reduction paymerdt thoes straight towards
reducing the principal balance on the mortgage.léarong as the borrower
stays current on his or her payments, he or shgetnp to $1,000 each year
for five years.
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v. Home Price Decline Reserve Paymenis encourage lenders to modify
more mortgages and enable more families to keeplibmes, the
Administration -- together with the FDIC -- has d@ped an innovative
partial guarantee initiative. The insurance furtd be created by the
Treasury Department at a size of up to $10 bilkosill be designed to
discourage lenders from opting to foreclose on gagés that could be
viable now out of fear that home prices will fallem further later on. This
initiative provides lenders with the security tadentake more mortgage
modifications by assuring that if home price dexdirare worse than
expected, they have reserves to fall back on. Hsloemortgages modified
under the program would be provided with an add#&iansurance payment
on each modified loan, linked to declines in thenk@rice index. These
payments could be set aside as reserves, provadiagtial guarantee in the
event that home price declines — and thereforetosscases of default — are
higher than expected.

How It Will Be Effective

Protecting TaxpayersTo protect taxpayers, the Homeowner Stability &titie will
focus on sound modifications. If the total expeatedt of a modification for a lender
taking into account the government payments is @epeto be higher than the direct
costs of putting the homeowner through foreclostinat, borrower will not be
eligible. For those borrowers unable to maintaimbownership, even under the
affordable terms offered, the plan will provideéntives to encourage families and
lenders to avoid the costly foreclosure processmimimnize the damage that
foreclosure imposes on lenders, borrowers and contias alike. Moreover,
Treasury will not provide subsidies to reduce iestrates on modified loans to
levels below 2%.

Counseling and Outreach to Maximize Participatioktnder the plan, the
Department of Housing and Urban Development wilbahake available funding for
non-profit counseling agencies to improve outreauth communications, especially
to disadvantaged communities and those hardebtidreclosures and vacancies.

Creating Proper Oversight and Tracking Data to EnguProgram Succesd:annie
Mae and Freddie Mac will be responsible — subjdtreasury’s oversight and the
Federal Housing Finance Agency’s conservatorshigr sonitoring compliance by
servicers with the prograr&very servicer participating in the program will be
required to report standardized loan-level datanodifications, borrower and
property characteristics, and outcomes. The ddtd&pooled so the government
and private sector can measure success and makgeshahere needed. Treasury
will meet quarterly with the FDIC, the Federal Rese the Department of Housing
and Urban Development and the Federal Housing Em&gency to ensure that the
program is on track to meeting its goals.

Limiting the Impact of Foreclosure When Modificatio Doesn’'t Work:Lenders
will receive incentives to take alternatives toefdosureslike short sales or taking of
deeds in lieu of foreclosure. Treasury will alsakwaith the GSESs to provide data
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on foreclosed properties to streamline the prooésslling or redeveloping them,
thereby ensuring that they do not remain vacantuasdld.

Clear and Consistent Guidelines for Loan Modificatis: A lack of common standards
has limited loan modifications, even when theyliedy to both reduce the chance of
foreclosure and raise the value of the securitreseal by investors. Mortgage servicers —
who should have an interest in instituting commensg loan modifications — often
refrain from doing so because they fear lawsuitsaCand consistent guidelines for
modifications are a key component of foreclosums/ention.

= Developing Clear and Consistent Guidelines for Lobtodifications: Working with
the FDIC, other federal banking and credit uniayuiators, the FHA and the Federal
Housing Finance Agency, the Administration is ingass of developing guidelines
for sustainable mortgageodifications for all federal agencies and the qiévsector
— bringing order and consistency to foreclosurégaiton. The guidelines will
include detailed protocols for loss mitigation asvior identifying borrowers at risk
of defaztlt; the Administration expects to annoutiase guidelines by Wednesday,
March

= Applying Guidelines Across Government and the Piteé&ector:Treasury will
develop uniform guidance for loan modificationsassrthe mortgage industry by
working closely with the FDIC and other bank agesand building on the FDIC's
pioneering role in developing a systematic loan ification process last year. The
Guidelines — to be posted online — will be usedHierAdministration’s new
foreclosure prevention plan. Moreover, all finahaiatitutions receiving Financial
Stability Plan financial assistance going forwaiitl be required to implement loan
modification plans consistent with Treasury guidanEannie Mae and Freddie Mac
will use these guidelines for loans that they owguarantee, and the Administration
will work with regulators and other federal andistagencies to implement these
guidelines across the entire mortgage market. gbeaaes will seek to apply these
guidelines when permissible and appropriate ttbatis owned or guaranteed by the
federal government, including those owned or guasghby Ginnie Mae, the Federal
Housing Administration, Treasury, the Federal Rasgthe FDIC, Veterans’ Affairs
and the Department of Agriculture. In additiorgegh guidelines will apply to loans
owned or serviced by insured financial institutienpervised by the Office of the
Comptroller of the Currency, the Office of Thrifti@ervision, the Federal Reserve,
the Federal Deposit Insurance Corporation and &teNal Credit Union
Administration.

Requiring All Financial Stability Plan Recipientsat Use Guidance for Loan
Modifications: As announced last week, the Treasury Departmehteguire all
Financial Stability Plan recipients going forwaeodgarticipate in foreclosure mitigation
plansconsistent with Treasury’s loan modification guides.

Allowing Judicial Modifications of Home Mortgages ring Bankruptcy for

Borrowers Who Have Run Out of Optiongthe Obama administration will seek careful
changes to personal bankruptcy provisions so #wakrioiptcy judges can modify
mortgages written in the past few years when famitun out of other options.
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How Judicial Modification Works:When an individual enters personal bankruptcy
proceedings, his mortgage loans in excess of thremwalue of his property will
now be treated as unsecured. This will allow a baptky judge to develop an
affordable plan for the homeowner to continue maliaymentsTo receive judicial
modifications in bankruptcy, homeowners must sk their servicers/lenders for a
modification and certify that they have compliedhwnieasonable requests from the
servicer to provide essential informatidiis provision will apply only to existing
mortgages under Fannie Mae and Freddie Mac confogntban limits, so that
millionaire homes don’t clog the bankruptcy courts.

Bolster FHA and VA Authority to Protect Investorsnd Ensure Loan
Modifications Occur:Legislation will provide the FHA and VA with the #ority
they need to provide partial claims in the evertharikruptcy or voluntary
modification so that holders of loans guaranteethbyFHA and VA are not
disadvantaged.

E. Strengthening FHA Programs and Providing Supportrfaocal Communities

Ease Restrictions in Federal Housing AdministratidPrograms, Including Hope
for Homeowners:The Hope for Homeowners program offers one aveoue f
struggling borrowers to refinance their mortgadgegrder to ensure that more
homeowners participate, the FHA will reduce fead pg borrowers, increase
flexibility for lenders to modify troubled loansepnit borrowers with higher debt
loads to qualify, and allow payments to servicdrhe existing loans.

Strengthening Communities Hardest Hit by the Finaiat and Housing CrisesAs
part of the recovery plan signed by the PresideetDepartment of Housing and
Urban Development will award $2 billion in competit Neighborhood Stabilization
Program grants for innovative programs that redamclosure Additionally, the
recovery plan includes an additional $1.5 billiorptovide renter assistance
reducing homelessness and avoiding entry intoesiselt

3. Support Low Mortgage Rates By Strengthening Confidencein Fannie Mae and Freddie

M ac:

Ensuring Strength and Security of the Mortgage Magk Today, using funds
already authorized in 2008 by Congress for thippse, the Treasury Department is
increasing its funding commitment to Fannie Mae Bretldie Mac to ensure the
strength and security of the mortgage market arabp maintain mortgage
affordability.

o Provide Forward-Looking ConfidenceThe increased funding will enable
Fannie Mae and Freddie Mac to carry out ambitidicsts to ensure
mortgage affordability for responsible homeownars] provide forward-
looking confidence in the mortgage market.

o Treasury is increasing its Preferred Stock PurcAagseements to $200
billion each from their original level of $100 kidh each.
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Promoting Stability and Liquidity:In addition, the Treasury Department will
continue to purchase Fannie Mae and Freddie Matgange-backed securities to
promote stability and liquidity in the marketplace.

Increasing The Size of Mortgage Portfolio$io ensure that Fannie Mae and Freddie
Mac can continue to provide assistance in addrggsivblems in the housing

market, Treasury will also be increasing the sizihe GSES’ retained mortgage
portfolios allowed under the agreements — by $8@bito $900 billion — along with
corresponding increases in the allowable debt audiéng.

Support State Housing Finance Agencieghe Administration will work with
Fannie Mae and Freddie Mac to support state hodsiagce agencies in serving
homebuyers.

No EESA or Financial Stability Plan MoneyThe $200 billion in funding
commitments are being made under the Housing anddagic Recovery Act ando
not use any money from the Financial Stability Plan or Emer gency Economic
Stabilization Act/TARP.



