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David A, Smith HUD Mark-to~-Market Team
Recapitalization Advisors, Inc. )
154 State Steest, Sth Floor
Boston, Ma 0D2109.2502
Tel: (17} T20-38535 Vm: (202} 2163962
CFan (817)720.3722  Him (817} 661-3223
"Totai number of pages: 9 Account number: 97-099
C ' I vou did wot receive all pages, please call Jen at 67 7-720-3855,
. Dear Folks:
Some further explorations on loan wderwriting, in this case the logieal sequence of sctions and the
«  balancing act between policy and ceonomic considerations,
Regards, David
_Seatto:
' | Recipivnt Oryanization Telephone Fux
o | Dave MeDanomuh HUD Mulifarmily (202 708-2495 2361 | (202) 708-2583
| Dan Sulfivan HUD Preservation {202 7082300 x2062 | (202) 708-1300
7 With copies to;
' Recipivnt Organisetion Telephone Fax
| Neil Churchill GMAC {2153 328.3210 {215) 328-342%
, Cenrad Paan National Housing Confercnce | (202 393.5772 x14 | {202} 393.3656
. | Teory Havens Reillv Mortpage (703} 760-4761 {703) 760-4750
N | Cleh Kim Senate Housing (202) 2441766 (202) 224-3756
) ,:.}A: i donathan Affler Senate Flousing {202} 224-9204 (202) 224-2080
. Cl arlie Wil Wilkins Groun {703) 6101357 {703) 6101404
j;’* A | g
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RECAPITALIZATION ADVISORS, INC.
166 Stase Strost, Sth Floor
Boston, Massachusetts (0210%-2502
f (6Y7) T20-5858  Pax: (617) 720-3722
Pavid A, Smith
£hatles B, Allen
Keith 8, King
Muets T, Mukig
Todld A, Trchnbunko
UL
Mark-to-Market
I.oan Origination Scquence
Suramary
Mark-to-market must combine HUD real estate financing capacity (which is underwniting~
driv.:n} with public accountability {which assures good policy decistons), capacities which are not

- negessanly equally present in a candidate PAL.

T assure that PAE's have all the capabilities required to meet the Congressional
objectives, HUD shoulk! consider encouraging teaming structures between publicly accountable
bod.es which may lack HUD experiencs (such as HFA's) and capable underwriters who lack
pub.ic accountability (such as large FHA originator/ servicers), I HUD elects this option, it
should examine Fannie Mae's Delegated Underwriting and Servicing (DUS) program, which
provdes an intriguing analog.

Objectives in Loan Restructuring

‘The need for high-quality underwriting Inberent in the mark-to-market legisiation is
the necessity to strike a proper balance between econamics (minmizing Federal costs up front and
over the lony term) and policy {preserving the housing and providing resident afferdability),

Recause policy decisions that stress resident affordability always cost money, these two
objretives are usually at adds, The underwriting process must also balance up-front costs versus
ongoing risk (uf default} or obligation {in Section 8). These intrinsic tensions — which are
unavordable and are, indeed, at the core of mark-to-market — mean that reunderwriting these

v propertivs will always he difficult and wifl always demand the best tglent that HUD can arrange to

have brought to bear (via its defininon of PAE's).
3
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© The importance of a well-designed procedure. Regardless of what entity assumes the
PAZ role and conducts the foan reunderwriting, HUD rwust design an efficient and reliable
uné erwriting procedure, '

' The mark-to-market system must process about 4,000 properties over a five-year petiod
(an average of 15-20 properties per state per year), so it must be efficienr. And that processing
wil. be, from a Federal perspoctive, indirect — HUD will be acting through designated
Participating Administrative Entities (PAE's) whose performance it can only monitor, not compel.
Thus the system should:

»  Swructure the process 10 reduce the nisk of reprocessing by having critical policy decisions
made hefore the financial underwriting, '

. '»  Have proper incentives and constraints that naturally direct PAE behavior toward
E? Congresstanal objectives.
]

Have clearly defined authority scope so that PAE's know precisely what they can do
+  without HUD involvement and so that HUD's workload is minimized.

»  Encourage consistent reporting. ) '
A Logical Step-by-Step Sequence

Setting aside for the moment what entities should be PAE's and the rules by which they
should be governed, mark-to-market should employ a five-step underwnting sequence:

Step 1. Admissions. ecause properties are noi automatically efigible for mark-to-
market, all critcal eligibility questions should be addressed initially, before any other steps are
taken. These include the following:

1. Rents ebave market. Whether the itake here is rigorous or generous’, a property shoufd
 be admitted only if the PAE reasonably concludes that HUD could save money by
lowering #ts rents.

- 2. Buad property. The legislation anticipates that some properties will be uneconomic to
salvage, m which case the residents should be vouchered and the mortgage assigned,

3. Disgualified owner. Some owners of good properties will nevertheless be disqualified
under Section 516{a) of the MAHRA Act. Since the property may yet process if it
changex spansors, this decision too should be made at admission.

L
o

' Reesp favors @ gensrous ininke utge mark-to-market, one that is struciured 1o admit rather thun exclude propertics
i 4l clrcunslances wheee the cursory deierminatian of comparable rond might be diffienlt, Owners wil! wanl to
avaid sark-1g-nuirket if they can: they ask josing conrol of the property, theie operations will be scratinized, and
& suceesshul vincrgence will come at the price of a thiny-year Use Agreement, A generous intake is approprisie
beuause owners will be reluvisnt to seek restrutiring on a propesty that does not gonpinely need i, and heeanse
rots will b preaiscly detenmined a o later stuge, Excopt {or some processing iaconvenicnce, thare 18 10 materin
do wnside to u gonerous rent.eligibility miake.

.
‘i
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i, Assistance-basing: property or resident? Ultimately the PAE will elect whether to base
4 assistance dt the property (by continuing Section 8) or with the residents (via vouchers).
At its raot, this decision is less sbout economics, mare about policy, 50 it too should be
made before the reunderwriting’,

5. Use Agrecment. FUD may clect to specify Use Agreements comprehensively in the

" repulations, but if they must be decided on a property-by-property basis, the Use
Agresment is probably best adjudicated here, since the Use Agreement's terms will figure
© in the uaderwriting,

U Canchesion, These decistons relate predominantly te policy rather than cconomics.

Step 2. Underwriting. Once a property is admitted nto mark-to-market, it must be
reunderwtitten, the core gotivity. This lnvolves deciding:

t. Benf levely through market survey and assessment of comparable rents.

2. Operating expenses appropriate 10 the property afler recapitalization, Inherent ia this

< dewermination will be the PAE's adjudication whether to fund any non-housing services

© e conputer learaing centers, low cost day care, resident social/ recreational activities,
medical or wellpess support) that may now be provided in the current operating budget,

3, Capital needs policy, which nixes immediate needs, angoing requirements, and sensible
replacemient reserve deposit levels,

4, ()pcmririg coverage’ that will be applied to the resulting Net Operatiog Income® (NOTY 1o
derive maximum debt service,

5. Net Supportable Dele (NSD) based on financing alternatives.
Finally, it the initial Net Supportable Debt is negative, or if the property is otherwise non«
viable based on the establighed underwriting, the property got 10 Siep 3, Exception Benefits: if
not, it jnps o Step 4, Approval,

Conclusion. Activities in this step are almost exclusively economic; policy plays litile role.

2 A credible sygumcnt aun be niade Hiof the assistance-basing decision should be deforred urill afier the
undorwriting sud exceptiou-bepefi steps, horunse the sutcomie of these financial componoais might change the
assistance-basing decision, While acknowledging thut this can happen, we think these instunces will be mre ~ and
the assistance-basing decision is both politically charged und » precondition of tater decisions such as rent tevels,
reluib and repositioning. Thus we recotimend aocelersitug the decision, while perlusps alfowing an appast fn the
sxsnption-boucHi siep,
* Covere riios will tikely vary depending on whether the properry’s assistance is proports~based o¢ resident-
bassered andd swhather (e reconstituted first morigage s FHA-insured or uninsured. BUD could elegt 1o specify rios
in raguiations or 0 foave thens o che PAE's discretien.
M nrk-to-nmrket underwiting requites going beyond e (ypical pereent-ofvdeblservics coverage rakios, becans
many reeonstituted first mongages wiit be in such small amousts that a coverape of (say) 15% of new debt scrvice
marrbe oo tivtte, Propertics with high operating expense ratios {operating expenscs a8 o pereontige of ocal market
- ren E) will eed sone miniouon level of cash flow after debt serviee, perhaps measnecd by dollars per apartnent
Pcrh."mmh‘ pereent of opering budgel, o some other formula beyond strict NOI,

¢

Il
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b Step 3. Exception benefits, The legisiation further contemplates that some properties
woith protecting will not be viable using the normal underwriting protocols, accordingly Congress
estzblished a series of exception benefits which may be applied at the PALE's discretion, including:

1. Budper-bused rents up to 120% of FMR (up to 20% of any particular PAE's jurisdiction®)
+  for 'social axser’ properties that are worth preserving but can pay no debt service at nosmal

‘5 underwriting rents.
2. Renis above 126% of FMR {with HUD consent) for up 10 5% of any PAE's inventory.

* Lanciusion. These activities are predominantly policy conclusions that are permitted 1o
overnide the basic underwriting analysis,
o
Step 4. Approval. Once the property has been reunderwritten, the Morigage
Restructunng and Rental Assistance Sufficiency Plan must be approved, which requires the PAE
to conclude, as Hi/I¥s agent, that the plan represents 3 good use of Federal resources:

Section 8 which will support the new.rents.

Net claim on the FHA insarance fund which results from the debt re-sizing.

Rehab granes (if any) provided to the propernty. .

New FHA insurance, if that has been requested and is appropriate,

Approval uf the Use JAgreenzent to venfy that it does not constrain property operations so
" that the underwriting will be infeasible.

Conclusion. These steps represent essentially a policy m{{f‘mﬁéﬁ af an econopic

an {m:s so they fuse the two disciplines.
'ri

T T e

Step 6. Closing. When the Plan has been approved, the transaction must be closed;
wh'eh includes predominantly mechanical activities: .
"1, The ofd loan must be settled and the reconstitated first mortgage put in place, either via a
Partial Payment of Claim {(FPC}, an assignment/ reassignment, or a full claim and new -
{asured or yninsured) mortgage oniginaton.

2. The soft second must be put in place.

3. The reconstituted firs: morigage may have (o be sold {unless the restniciuring is
1 accomplished via PPCY. Selling the loan will be trivial if it has FHA insurance, possibly
+  quite difficudt otherwise,

4. The Use Agreement must be recorded.

{onclusion. These steps are almost purely sechanical, although they require a high
v‘:ie; swee of HUD programmatic and montgage krowledge, and benefit from processing efficiencies

and experience,
3

B ' L]

¥ Seorion S14(g32) of die MAHRA Act,
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¢ Finally, oncé the transuaction is closed, a sixth step will be required:

' Step 6. lmplementation/ monitoring. Mark-to-market recapitalizations are got self-
ew{uting They put in place a new operating and affordability paradigm expected to last for
thu*tg,u;cars and with significant built-in adjustments {e.g. payments on the sofl second, rent
incre 18¢ implementation via the Operating Cost Adjustiment Factor {OCAF), and contingent
mf’olcmmw remedies such as accelerating the soft second). Whatever eatity closes the

mca; italization must put in place the zzrg,am?&uons and procedures to accomplish these tasks:

s Monitor policy compliance with the Use Agreement,
Gy Administer Sevtion 8 IFit is property-based, aad possibly even if it is resident-based.

B dsset mange operations and collect soft second morigage paymeads as generated by cash
30 How,
W Assess the balance between the demands of maintenance and finance. Should the

' f propuerty encounter operating difficulties, the owner may have to choose between
“1 peinvesting in the property {risking financial delault, hopefully oaly temporary} ot funding
i1 debt service {risking physical deterioration). Neither choice is categorically correct, so the
1 agsset manager must tentper the government's financial objectives with sound real estate
< judgment,
3. Enforce Wihe owner breaches the Use Agreement or the property otherwise falls out of
" ecompliance.

Tyt Conclasion. These tunctions are predominantly econontic.

FE
A

O zanizational Implications
_va’ LI
;}, H 4 ' . ] i a m i n
S The loan reunderwriting protocol outlined above hag significant implications for how

i{UD should structure the functions and the crganizational attnbuted to be reguired of PAE's.

o
. ’: 1. The skills reqguived dilfer subsiantinlly from stage to stage  As the following
uhart reveals, skills required 1o handle & property change as it moves through the msimcwmg

]

.1i

é_f_lg_,gg Dominant skitls
1’5 Admissions Folicy
‘2« Underwriting Economics
3 Excegz on benclits Policy informed by economics
4 ‘*Appx oval Policy
5. Closing Economics and mechanics
6 impiemulld{scn Econonics
H E 2. feonomics hus (o be integrated with policy  Mark-to-market is neither a purely

e(:{}mmm restryeturing not a purely policy decision. Economics and policy are explicitly brought
to; swther i exception benefits and in loan approval but are implicitly connected throughout. To

‘- as
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be capable, 3 PAE must have ot/ a strong policy onentation and demonstrated capability to
un derwrite HUD properties,

3. Experience.with HUD properties matters. The legislation generally articipates
thut most PAE's will be the respective state housing finance agencies (HFA's) if they are quaiified,
but also allows for other entities (non-profits first, then for-profits) to be qualified as PAE's.
Further, the logislation posits that many PAE's may need 1o augment their capacity in that it
encourages HFA's to form teams®,

; Tax eredit allocation, a significamt source of HFA multifamily ex;;enerzce over the last
decade, is sot by itself an underwriting function. Not all HFA's or other candidate PAR's will
have extensive experience with multifamily loan underwriting, and of those with apartment
€% perzencz:i not all have worked with family properties, especially those without properzyﬁbased
Swi:an 8. Few prospective PAE's have extensive knowledge of the HUD ;wrtfbiw or experience
W Jrkmg within HUD guidelines,

| All of these factors suggest that many PAE's will be receptive to subcontragting
underwriting or HUD-intensive functions, while retaining control of the policy decisions. Tlus
will be especially true of FIUD (as it should) fully implements the statutory instruction to set a high
stindard of PAE's based on their "demonstrated expecience with and capacity for’™ HUD
multifamily restructoring

-

H

L 4, Existing FHA loan servicers ovay he logical subreniractors. Exigting FIA Toan
seTvicers have both underwriting capacity and experience wilh these properties, atir muies which
make them logical subconiractors or pariners for PAE's.

i

5., The Fannie Mae DUS approach offers an intriguing potential analog for !’;&ﬁ

:;azz?ri" ieation and monitoring. Fannie Mae DUS has been an enormously successful paradigm®
bused on the principles of rigorous qualification of lenders, lender/ onginator financial
eommitments, standardized loan programs with broad potential for innovation by approved DUS
lenders, and limited experimentation in specialized DUS pilot programs.

!

it

H
i

% For instunce, the definition of Partigipating Administirdive Entigy states {(Section 312{ 1)) that, *The torm
Tarticipating administragve enlity’ means 3 public agency (including o State housing finunce ngency or 4 loea!
hausing ngracy), 4 von-profit crganizaton, ot sny other eatity {including a kew firm or an acvounting firm) or ¢
c- upbingiion of suech endites, that mogts the requiremends under Section $13(0)," which in wirn states,

“Jartnesshipy, For the purposes of ooy participatiop adminsistrative enlity applying sndor this subsection,
P mmp.mrz & ndministreive ealitics are encoaraged te develop partnerships with each ather und with nonprafit
organizasions, i such partsceships will further the patticipating administsaive ontity's ability to meet the purposes
gf this AgL" ‘

Scution 313bH £} of the MATIRA Aot )

10 1997 Fannie Mae ariginated $68.7 billion in morigoge purchase commitments. The sark-to-market program
vAll likely gencrate betweon $4 and $06 bildion in new seconstituted first monpgages.

H

4

F
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Organizational Questions

i
1

L Should 1HUD requive PAE camdidates to have capacity in place before designation?
 Both Faanie Mae DUS and designee approval under the FY 96 and FY 97 demonstrations
¢ have beun predicated o capacity in place befors any authority is granted.

v I PAEs form feams that involve for-profit firms as subcontractors, should a publicly
Vweeonnitnble endity retain control eyver all the poljcy decisions? The legistation clearly
anticipares that public entities will be in chaege®.

i PAEs foray tewms, how can HUL assure proper internal conmmunication, financial
discipline, wud policy vrienrarion?

Should PAK's or PAL sabeaniractors have finaneiad incentives ted to sound fong-term
widerwriting?  Adthough the legisiation precludes for-profit entities from having an equity
interest in Lhe restructuring'®, subcontracting functions on a feesforeservice basis would go
agamwst a core fundamental principle of DUS, granting euthonity proporticnately as the
uncerwriter takes Bnancial risk.

B T e

S Howw conr HULY encouwrage efficiency and standardization amoeng loan executions while
simuttancously allosing PAERYs flexibility 1o fnnovaie on financial restructurings? In
other contexts {e.g. Fanme Mae DUS), the program specifies form documents {e.g. note,
mortgage, sofl second, and Use Agreement} and discourages exceptions to documentary
PrOVISiOns.

6. How shoutd OMUAR facilitate comparisons ameng PARs and rapid string of best
pruciices and provtieal experience? The DUS systen is stroag in part because Fanagiz
v Mae provides rapid feedback among underwriters,

Cooclusions

(b HUD should establish bigh standards among PAE's

2. To assure that prospective PAE's have capacity in place before designation, HUL should
© encourage and faciluate teaming or subcontracting arrangements.

fond
v

It teams are formed between public entities {such as HFA') and private entities (such as
FLA underwriters or Ninancial specialists), the public enfity should retain contral over

+ policy devisions but be allowed to subcontract underwriting sad processing functions to
f capable private entities,

4. Anwong its top pricrities, OMHAR should establish a stropg infernal communications
» network so that best practices and learning curve experiences can be quickly shared
among PAE's.

: P TR DR A TR MR LG 3R DT
7 vection ST THA ) reuires [oe-profil entitizs \hat g designated as PAE'S 10 eator tnte o partnerships wilh
i szﬁ: DUTPOSS zptlics,

Sacwm I RIIN R 2))

i

£
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i Mark-to-Market
§| 8+1 Step Loan Origination Sequence
Sup Decisions
1. Admissions Bad property
’ o Bad ewner
! & Property-based versus vouchers
' o Llse Agreement
2,  Underwriting » Esiablish reats
i s Establish operating expsanses
» Decide capital policy {rehah, replacement reserve deposits)
; » Sclect suntable coverage ratio
» Initial loan sizing - are exception benefits required?
?i Exception beaefits s Budget-based reals
» Rents above 120% of FMR
! » Permit appea’s of the assistance-basing decision
4. Approval s Accept rents
! »  Accept debt re-sizing
. ¢ Bestow rehab .
« Bestow FHA insurance (if needed) on reconstituted first mortgage
_..g.:' Closing o Restructure financing, place new soft second on property
i »  Sell reconstituted first mortgage

it

o

Record Use Agreement

6. Linplementation
!
|

——

Monitor policy compliance
Administer Section 8
Maonitor soft second payments

1
i

CHBENWEORERLA HLTAREMATAG DAGR DK

Mark-to-Market: Loan Origination Sequence
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1 Mark-to-Market Second Morigages
l Hlustrative Payoff Sensitivity Analysis

Financial Analysis
Attached src three sconarios illustrating the mechanics of mark-to-market restructuring
usirg] & represuntative range of potential second mortgages. Each scenario is presented via a two-
page spreadsheet which shows (1) the underdying assumptions, {2) re-sizing of the new first
morigage aud the resulting second mortgage, and {3) ongoing operations and repayment of the
seconid morigage at or before maturity,

As the seenarios show. the ownor's ability (o pay off the second morigage at or before
malurity is dircctly related to the second mortgage’s size at incgption:

Buse case High rents Low renis
Seeond morizage refative to current HUD loau 49% 32% 4%
Kensgining second mortgage balimes 4t madurity as 37% 8% 1O02%
npereentape of origing! second wiortgage balance _
Cau sscond morizage be paid off via a refinancing? “Yus Yeg No
. From apecations

" As shown in the first scenario, the second mortgage created in the base case is
substantially rediced during the holding period a3 a result of applying 75% of the cash flow; the
repainder s paid off by an assumed refinancing of the cutire property at second mortgage
maluiity. When the foan is saualler, as in the second case, 75% of the cash Bow from operations
can pay the loan off more quickly, and indeed in the second scenario the loan is fully repazd by
2014, iﬁ\’u years hefore maturily, .

’ (“onvgrse]y when the second mortgage is high, not only is it a larger amount, but there is
also lc,ss cash {low available ny debt service — as g result, the loan has a large balloon Lalance and
it cam zgt be paid off at maturity,

'z
- Of course, the detenmination of whether a panticular loan is i‘*:asonably fikely 10 be repaid
iz 4 facts-and-circumstances issue which varies with each property. Thus the proposed ruling

woul(, address onfy the debt characteristics and the availability of the Scction 7872 exemption, not

the valunrtion question,

b, g —

' Administration History iject
4 . December, 2000
' L_ DGCUMENT # 43
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cStnplifying Assumptions

H

Vach new first morgage will be re-sized based on underwriting criterig established cither

" by HUD or by the PAE's, These underwnting assumptions affect the calculations, but for
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Ml to-Market Second Mortgages: Husteative Examples

st plicity, owr examples use the fottowing basic assumptions;
3

Eaplanation

f3ebt service coverage is the ratio beween property Nut Operating
Incame (NOI and masimum debt serviee; the excess over 100%
repregents the additional cash flow ‘coverage” that the tonder has to
assure debt serdce iz fully paid, The lower the coverage, the greater the
loan ... but the riskier it is. FHA-insured loans are typically originated
with 110% coverage. Convestional loans rango from 320% o 130%,

The debt service constorit is the Jevel periodic payment expressed o5 a
perventage of the loan's principal balance, The constanst used i the
projection reflects the effective payment on the onginal Scetion 22 1d3{41)
iman, which now has 20 years remaining,

Yhe second murtgege interest rore is stipulated by the statute to be koss
than the Applicable Federal Rate (AFR). It will be stipulated by HUD in
its regulations, and is cxpected 10 be 0% or 1%. A 1% rate i1 shown,
snainly to Hhustrate intercst secrual and paydown dusing the holding
period,

Second mortgage payments are stpulated in the sintete to be 75% or
more of the net cash availabie alter paymeat of debt service on the
segonstituted first morigage, A 73% share is shows sot only o iBustrate
the cash Now even at the lowest level of HUD participation, but also
hecause allowing the owner 25% provides a stiong Anancial incentjve
that should actuaily enhasce overali collectibiiity on the second
MOIEages.

{fage 2



4 Assumptions

vadaties in shadsd falosi s 1

"
v
v

]
i

Timing | e e LR o

- [

1898 Year restructuring accomplished

ER{er@y configuration_and current operations

i
H
|
L
i

128 Apartments ia gproperty
3787 Cument Ssc. B rent per apartment { 135% of FMR)
$890 Section 8 Fair Markat Rent (FMR]
3531 Local marketrent (or 90% of FMRE)

L. 4,200 Annval operating expenses (inc. reserves} per apartment

Ongoing operations after mark

h66)3.0%: Annual increase in rents

. 2.5%. Annual increase in expenses

Second mortgage equals 48% of current loan
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- (335,000 unpaid princieal balance (UPBY Section 221d4 loan
7.50% intarest rate on MUD first mongage loan

20 yagrs remaining on HUD fis! mortgage imalures s

12 paymenis peryear
3,383 annual debt service paymerts required now
{eaual 10 8.67% of unpaid principal baiance)

Loan restructuring in mark-to-market

11 25% Debt service coverage ratio on new (irst morigage

P

1% Hnterast rate on new second moryags
76% Percent of cash fiow applied 10 new second mortgags

Gl ST

o

Far somveniencs, relab is assumed fimded with a grant Bom HUD and el awner sontribution, Mence relub does ot aifert die medernriting,
For simpiicity of presesistion, operming expemses attec vestructudizg: are ssmirsed to b2 unchianasd from befre restnicturing,

2 Underwriting and Loan Re.Sizing

Description

Average monthly rent per apariment
Annual rental income

Less total operating expenses {

Net Operating Income (NQI)

Divide by debt service coverage ratic
Maximur total debt service

Debt service constant (percent of mortgage principal)
Reconstituted first montgage

Required nmow second mortgage

QOriginal HUD mortgage before restrictuning (

$4.200 per apt)

$35,000 per apt}

CasTent After
Section 8 mark-to-
contract market
707 $531
1,185500 796,500
825000 528000
670,800 271,500
125%
217,200
2.87%
2,248 792 51% of curent loan
2,128,208 49% of cutrent loan
4,375,000
T IR T AT N, ol S
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Year

1699
20C0
2001
20C2
2003
2004
2035
2006
2007
2008
2009
2010
2011
2042
2013
2014
i 2015
2016
2017
2018

2019

twale ©

Qrgoing Uperations After Mark-io-Market Second montgage aquals $9% of current loan

L

ST e LT AT Nt DT IDe T Netdash e L TPSE T T SgE s i e o U L A
T Cperating  senvice - available  ofcash  of cash 1.0%
3.0% 3.5% !'ncome on first pefore to to Beginning (nterest Payments  Ending
income  Expenses (NCIHl  morigage second  second owner  balance  accrused made batance

796,5C0 535,000 271.500 217,200 54,300 40,725 . 13,575 2,128,208 21,282 {40,728} 2,108.766;
820,385 543,375 277,020 217,200 56,820 44 855 14,955 2,108,768 21,G88 {44,865) 2,084,888
843,007 562,383 262614 217,200 85,414 43,060 1€,353 2,084,988 20,85G (46,080) 2,058,778
870,357 £82,077 288,280  217,20C 71,080 83,31¢ 17,77¢ 2.056,778 20,568 {53,310) 2,024,635
£65,468  B£02,450 294,018  217.20C 76,818 57,614 16,208 2,024,035 20,240 (57 614) 1,983,662
623,362 623,53¢ 258,826 217,200 82,626 61,570 20,657 1,986,662 19,867 (€1,970) 1,944,55¢!

651,063 6482356 308704 237220 88,504 66,578 22726 1,944,553 16,445 {€6,378} 1,897.627

bt

979,595 667,947 311,648 217,200 64448 70,836 23612 1,897.627 18976  (70,836) 1,845767
1,008,982 691,325 317,658 217,200 100458 75343 25114 1845767 18458  (75,343) 1,788,882
1,030.252 715521 323731 217,200 106531 79,898 26633 1,788,882 17,888 (79,898} 1,726.872
1,070,429 740,564 329,865 217,200 112,665 84,499 28,166 1,726,872 17,265  (84,499) 1,659 642
1,102,542 766,484 336058 217200 118,858 89,144 29715 1,659,642 16,586  (89.144) 1,587,095
1.135619 763311 342,308 217,200 125,108 93,831 31,277 1,587,095 15871  (93,831) 1,508,135
1,169,687 821,077 348,610 217,200 131,410 98,558 32,853 1,509,135 15,081  (98,568) 1,425,669
1,204,778 848,815 354,963 217,200 137,763 103,322 34,441 1425669 14,257 (103,322} 1,336.603
1.240,621 879,558  361,363. 217200 144,163 108,422 36,041 1,336,603 13,366 (108,122) 1241847
1278148 910,343 367,806 217,200 50,606 112,955  37.652 1,241,847 12,418 (112,955) 1,141,371
1,316,403 942205 374,288 217,200 157,088  117.816 39272 1,141,311 11,413 (117,816) 1,034,908

1,356,988 975,182 380,805 217,200 163,606 122,705 40,902 1,034,908 10,349 (122,705) 922,553
1,386,663 1,009,313 387,354 217,200 170,154 127,616 42,539 G22 553 6,226 (127616) B0S,162
1,438,568 1,044,636] 393,928

Payoff Analysis of Second Mortgage At Maturity

The second mortgage bailoons in 2019 when the first mortgage is fully amertized.

At that time the second mortgage has a remaining balance of 804,162 .

Assuming that the owner refinances with a new conventional first mortgage, the property's NOf of  $383,828

wauld support a8 new first martgage of 53,495,683 at conventicnalrates and terms (Note 1), or

The projected refinanceable new mortgace is 435% cf the remaining second mortgage.

‘This is enough to pay off the second mortgage at its maturity. i
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: 7 Mummaas Second morfgage eguais 32% of current joan
variables in in shacled ltelics B :

Timing- Current HUD mortgage financing i
" 1959 Yeur restructuring acoomplished = $35,000 unpaid principal balance (UPE), Section 221d4 loan
~ 7.50% interest rate on HUD first mortgage lean :
iProperty cenfiguration and current_operatidons 20 years remalning an HUD first mongage (matures 2018,
. | i2-payments per year ; ;
125 Apartments in property 3,383 annual debl service payments required now '
' ' {equai o HE87% of unpaid principal balerce)
797 Current Sec. 8 rent per apanment { 135% of FMR)
£530 Section B Fair Marke! Rent {FMR)
$580 L ocal market rent [or 10G% of FIR) Loan restructuring in markLo-market

.. 4,206 Annual operating expenses (inC. reserves] per apariment
T 25%: Debt service coverage ratio on new first mortgage
% Interest rate on new second morigage
s _?5% Percent of cash flow app&aed to new second morgage

Ongoing operations after mark£o-market

[T

-3.0%:Annual increase in rents
... 3.5% Anaual increase in expenses

2 Underwriting and Loan Re-Sizing

Current ABer
Section 8 markie-

Description gonttact  market

Average monthly rent per apariment . 2787 8380

Annual rental income 1,195,500 885,000

Less total operating expenses { $4,200 per apt) . 828000  §28.000

Net Ogerating income (NOI) . 670,800 360,000

Divide by debt service otverage ratio . 125% 1

Haximum toial debt service ' 288,000
’ Debt service constant {(percent of martgage principal) G B6T% 5
| Reconstituted first mortgage 2,979,171 68% of current loan 5
' Required new second mortgage 1,398,629 32% of current loan E
? Ordginal HUD mortgage before restruciuring { $35 000 per apt) 4375000 i
} * i

For convenienos, rebab is assmned fundad with a grant from BUD and an owner contribution, hance tehab does sek affect the underwriting.
fi«‘:x‘ sioitivity of meamntation, onerating axuenses afler msmuetinine are asmmed vy I anthasand fram Wefors testmcbirins T
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Qng{g*ng C}par“u»ns &*t‘ar "‘l'-’r":te:»f& arw. Se\m:}d mcﬁgegﬁ eqaafs ) ‘42% of curwnﬁaan :

Lo 1 Net Dait ‘m ca<:!" "‘f% 25% '

¢ Cperating  senvios  availlable  of tash ¢fcash 1.0%

i 3.0% 3.5% Income an first befere ¢ W Beginning  Interest  Paymerts  Ending

b Year lncome  Expenses  (NOD  mongage  second  second  owner  halange  acorved made palawe |

: :999 835,000 525000 360,000 288,000 72,000 55,000 18,000 5,395,828 12,958 (54,000) 1355787

g 2006 911,550 543375 368175 288,000 80,178 80,131 20,044 1355787 13,558 (80,131) 1.5097%14!

; 60T Q38,887 582,303 376,503 288000 88,503 86,378 22426 1,308.214 13,062 (66,378} 12559028

; 2002 9B7.0E3 582,077 384,887 232000 95,887 72,740 24,247 1,355,928 12,588 (72,740} 1,195,743}
2003 685,075 802,450 393,628 288000 105626 $,215 26,408 1,185,748 11,657 (7% 23%}‘11;8485
2004 1095958 623,535 4024227 ZBROQ0 114,422 83,817 SREG6 1,128,485 11,285 (85.817) 1,033,654
2006 1.056,736 648353 211377 283000 123377 22,533 30,844 1053852 10,540 (92,633) 71 851
2006 1,088,438 687,947 420492 286,000 132442 99,2689 33,128 671,961 8720 (88,38%) 882,212
2007 1121082 691,385 429767 283,000 141,787 1D6.325 35,442 882,312 8,823 (106,325} 784,810
2008 1,184,724 71552t 4392028 288,000 151,203 113,402 37,801 784,810 7,848  [113,402) 679258
2008 1,189,366 740564 448,802 288,000 160,802  120.80% 40,200 679,255 6,783  {120601) 565,447
2090 1,225,047 766,484 4BR563 288000 170,563 127922 42641 565447 5654 (127928}  443.17¢
2011 1,261,788 763,311 468487 288000 180,487 135,366 45122 443,179 4,432 (135386} 312245
2012 1,208.652 821,077 478,575 288,000 180,575 142,932 47,644 312,245 3,122 (142,838 172,436
2013 1,338,842 848,815 488827 288000 203827 150820 50,207 172,436 1,724 {(150620) 23,548
2014 1374801 876,558 408243 283000 211,243 158,432 52811 23 540 235 (23.775) 4
2015 1,420.185 810,343 509,823  I28BQ0G 221,823 166,367 55,456 0 o 0 ¢
2016 1,462,770 942,205 520,565 288000 282,565 174424 58,141 0 0 o 0
2017 1,508.683 975182 531,471 288,000 243471 182,604 60,868 Q 0 ¢ 0f
2018 1,851,853 1,008,313 542,840 288,000 284,540 180,308 63,635 i 0 0 o
2018 1.598,408 1.044,630{ 553,789

The sepond martgage balloons in
At that ime the second montgage has 3 remgaining balance of
it nas heen fully repaid through normal operastions.

Payoff Analysis of Second Mortgage At Maturity

2019 when {he first mornigage is fu.lty amartized.

$0 .

The second mortgage is fully repaid before maturity.

Crenenatons! rates » refinancing a asmused i be

il g i interen,

v
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1899 Year regtruciuring accomplished

IProperty. configuration and current operations
I

iyt

125 Apartments in propedty

R

; '$797 Currant Sec. 8 rert pec apariment { 135% of FMR)
5550 Section 8 Fair Market Rent (FMR;
; . . B4%3 Local market rent {or 75% of FMR)

14,200, Anmual operating expenses (inc. reserves) per apartment

‘chmw_mwﬁ”m@mmz

. 3.6% Annuai increase in reots
3 8% Annusl increase in expenses

Secord mortgage eqaé]s 74% of current loan

[

' $35,000 unpaid principal batance (UPB}, Section 22144 loan
7.50% inlerest rate on HUT first morigage loan

20 years remaining on HUD first monigage (magures &0

12 pryments per yesr
4,382 annual debt service payments required now
{egual to ©.67% of unpaid principal batance)

Logn restructuring in markto-market

125% Debt service coverage ratia on new first mortgage
1% interest rate on new second morigage
! ?5'% Percant of cash fSow applied 10 new second mongage

2 Underwriting and Loan Re-Sizing

Description

[

Average monthiy rent per aparzmem
Annuzl rental income ‘

Less total operating éxpenseas {

Net Operating income (NO)

Divide by debl service coverage ratio
Maximurm total debt servies

Debt service constant {percent of mortgage principal)
Reconstituied first mortgage

Required now second mortgage

COriginal HUD morigage before restructuring {

84,200 per apl}

*

535,000 per apt

Caurrerd After
Section 8  mark-to-
sonfract market
$747 $443
1198500 664,500
52500 525000
670,500 138,500
125% .
141,800
867%
1,154 424 26% of current joan
3.220.571 74% of cuven? kvan
4375000

o vonvnrdenne, trhab {s sevurmed funded with a graat From HUD aed a6 raner contobution, hee rehab Joes nod affeat the wndawiitng,
For siraplicite of praseiaion, operating evpensns after resmuctuniag are asaurmad o be washarun

d o Deiorw vootructiine, AT & T S
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2 ~O§1goi;~.§m Qperations After Mark-to;Market

3.0%
haeme

€64, 500
694,438
704,968
726,147
747,601
770,338
793,445
817,251
841,768
867,022
893,032
919,823
947,448
975 841
1,005,116
1,035,268
1,086,307
1,098,317
1,131,267
1,185,205

1,200, 161

Daix
SEIVICE
on first

mengasse

111,500
111,800
111,800
111,600
111,500
111.60G
111,600
111,600
111,600
111,600
111,800
111,800
11,800
141,600
11,606
111,600
111,600
111,600
111,600
114,600

pigt
Onerating
35%  income
Expenses  {NQD
528006 139,800
kA3 376 141,060
$82,393 142,575
582,677 144 D40
£02,450 148 451
B23 538 148,802
645 356 148,08%
667 947 148,308
§891.325  15C 444
715,521 151,501
740,564 152,488
765,484 163,336
783,311 154 107
B21,077 154,764
B49.815 155,301
876,558 138,711
910,343 155,985
842 205 156,113
475,182 158,088
1000213 155892
1,044 630 155 822]

Net cash
ayailgble
belfors
segond

27,600
28 ARG
30,675
22 440
33,851
25,042
I8 ARG
37,705
38,844
19 801
40,868
41,738
42 507
43,154
43 704
EZELE
44 385
44 543
44 485
44,262

Payoff Analysis of Second Martgage At Maturity
The second mortgage halloons in

At that ime the second morlgage has & remaining balance ¢f
Assuring i

k&
Lhi b

Second mortgags equals

75%
of cash
b
seeend

20,825
20,645
23,2214
24 330
25,368
26,402
27,587
28278
28,133
29 926
30,681
31,304
34,880
32,373
22,176
33,083
33,289
33,384
33,364
33,298

25%
of cash
to
Gwnes

$,875
7,388
7,744
8,110
8,463
8,801
G122
9,446
2,711
80978
10,217
10,435
10,627
183,781
13,925
11,028
11,096
19,128
11,121
11,073

Heginning
baiance

2,090,871
3,231,852
3,262,675
3,251,255
3,258,447
3,266,654
2,272,518
3,278,285
3,282,738
3,286,480
3,289,420
3,791,662
3,993,275
3,264,327
3.264,668
2,285,074
3,294,938
3,204,569
3,294,161
3,293,739

2018 when the first morgage is fully amortized.

$3,293 457 ,

he ovner refinances with a new conventiona! first monigage, the property's NO! of

wouid suppord 4 new first mortgage of
The projected refinancaable new mortgage is

42% of the remaining second montgage.

74% of current loan

1.0%

interest  Payments
aserusd nade

22006 (20,925)
52,315 (22,085}
32421 {23,231)
32,513 (24,350}
22564 (25,388Y
32867 (98.402)
32726 [27,387)
32,783 (28.278)
32,828 - (29,133
32,885 (26,926}
32844  (30.651)
12817 31,304)
32,933 {31.880)
32,543 (32.373)
12,948 (32,778)
32,851 (33,083)
32,946 (33.289)
32,548 (33,384)
32,942 (33.364)
32837 (33219

$458 522

21,380,085 a osnventional rates and wrms (Node 1), ¢r

T
§ D S

e e als ]
mm.u.:_:rm.ﬁmh

to pav off the second mortgage at its matunty.

n¥
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tes o radienery are Assunal I DR
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Ipiees,

Ending ;
Lalance -
3,231,882
3.242075;
3,251 265"
3,559,447
3,266,654
3,272,818
3,278,281
3,282,786
3,286,480
3,289,420
3,201,663
3,293,275
3,294,327
3,294 898
3,285,071
3,284,938
5,294,598
3,264,151
3,293,239
3,295,487

B
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. Participaats in a Mark-to-Market Restructuring

Ovener . ’

A single-purpose entity formed 20 years ago specifically to own s praperty, almost

a?fwdys a3 & limited partnership with a general partner and many limitsd ;ya,tmers

. General partner. Controls the property and nakes all critical éecxstoz‘zs. Usually a reat
estite development company, usually specializing in affordable housing. Likely has an affiliated
prepesty management company. Principal mosivation: 7o retain ownership of an opesationally
via'sle propesty after restructuring, and at all ¢osts 1o avoid fitigation from investors. Strong
predisposition for continuiag property-based Section 8 assistance.
Maaagement agent. Not technically part of the owner, but most of the time an affiliate
atilic general pariner, Provides property management subject (0 HUD regulations and for a
11UD-approved management fee. Principal motivasion: To retain the property management
LOIRIBC. .

Limited pariners. Individuals who acquired their interests as tax shelters, Usually
seestered throughout the country. About one-guarter are now held by estates. Have no
op rrational control over the property but have a vote on major decisions such as sale, refinancing,
or mark-to-masket recapitalization. Principal motivation: To evoid Federal i :mome tax al the
restructuting and avoid foreclosure therealter. -
|

M. e rtg,a goe

An investing lender who bought the morntgage orlgmaily, and & mortgage loan servicer
whic administers the papenwork and communicates with the investing lender, Because FHA-
inwared loans arc frequently bought and sold, investing lenders change oflen but servicers tend to
runain the same throughout,

g Morigage loan servicer. A mortgage banker (who may bave originated the loan initially)
HOW responsible for routing payments to the investing lender, handimg alf mortgagee ﬁaperwar%
and protecting the mortgaged’s interests: Because morigage semcmg 1 largely electronic, it has
or ormous economies of scale and there are now s half-dozen major servicers {o.g8. GMAC, Reilly
Mortgage, WMFG) who handle 75% or more of the inventory, Servicers are highly
knowledgeable sbout HUD rules and affordable housing properties, but feel tightly constrained in

i
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their aclivities by theic Hiduciary duty to thair investing lenders. Principad motivation: To keep
scevicing responsibility fnd bave the investing lenders satisfied with their parformsnce.

* Tnvesting leader, Usually a large financial institution or pension fund who bought the
morgage simply for yteld, Lus aeithes knowledge of nor interest in affordable housing, Wanis
debit service payments and dopends on the loan servicer 1o handic il papeswork, route {uads
apprepriately, and protect iy imerests. Principal motivation: Maximize cash intlows and
masgain yicld or reset inferest rates to market,

Participating Administrative Entity (PAE)

The snost eritical portivipant i the mark-fo-market process, responsible for underwriting
the loan restructuring, The ultimate gatekecper making all the critical decisions, ingtuding (5)
Seciion 8 (properly or vouchers), (i) new rent fevels, (i) rehab and renovation, (iv) new first
mpitgage Ioan sidng. Because PAE'S must balance policy and economic sonsiderations,
Congress detenmned that they must be public entities; most PAE’s will be state housing financg
agencies (1FA').

Once first mostgape Ioans are re-sized, they will probably have to be sofd. ‘Thus, ideally
the PAE would have its own internal loan origination capacity. For this aad othier reasons,
Congress expects many FAE's will be teaming entities where & public entity is in charge but
sup plements ity skills with private-sector mortgage bankers, appraiscrs, capital needs assessors, o
atber professionals.

Privcipad motivations: To protect housing and affordability in their geograpbic argas. To
accommplish the restructuring sithout taking on ongoing hability or exposure. To avoid political
SONLFOVYISY.

OMIIAR

The QOffice of Multifamily Housing Assistance Restructuring {OMHAR) is a aowly created
eftice within HUD whase direclor, appointed by the President, reponts to the Sceretary but is
independent. OMITAR is charged with pulting PAE's into place, monitoring their perfonmance,

and replacing PAE's as necessary, In addition, HUD or OMHAR have authority to waive varicus
statutory provisions amd ceilings for good causs as specified in the statute.

CAANN WO FRR TG RC A B PLAYE D]
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NEWS

Bepartent of Honsing and Urban Dovelopment — Andrew Cuoms, Seerciary
Office of Public Affairs, Washiszion, DC 20418

HUD No. 00-211 FOR RELEASE
{202) 708-0685/708-0001, ext. 3779 Wednesday :
http //www hud. gov/news himl August %, 2000

OMHAR SIGNS 3 NEW PAES, INSTITUTES CHANGES TO STREAMLINE
THE MARK-TO-MARKET PROGRAM AND INCREASE PRODUCTION

WASHINGTON ~ The Department of Housing and Urban Development today
announced that three more private housing finance agencies have signed contracis o
reduce above-market Section 8 rents at privately owned, low-ineome apartment

" developments participating in HUD’s Mark-ta-Markel program.

: ‘The three new firms are Foley & Judcll, New Grleans, LA; NW Financial Group,
Jersey City, NJ; and the Siegel Group, Austin, TX. The addition of the three brings the
total number of private housmg finance firms sorving as Participating Administealive
Ertitics {PAEs} to nine,

At the same time, Colorado Housing Finance Auathority and Kitsap County
Consolidated Housing Authority, which came into M2M as public PAESs, have signed
new contracts that will enable them te operate as private PAEs when doing deals in areas
outside of their current state jurisdictions.

Under Mark-to-Market, excessively high Section 8 rents are marked down to
levels that are more in Hue with prevailing market rents. In Cleveland, OH, for example,
the HUD-approved average rent for a subsidized apartment i1s 3620, compared with a rent
of 3487 for the same type of apariment on the private marked,

HLUD estimates that Mark-to-Market wil produce substantial savings in the
Project-Based Scetion § program in the years (o come, while preserving affordable
houstag for thousands of low-income familics. OMHAR has already approved almost 300
{ransaciions, representing a combined net Section B savings over 20 years of around $300

. million, Anothor 1,250 deals, which represent an estimated savings of $1.6 billion, are in
OMHAR’s pipeline.
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“We are very excited about having these firms join us in this important endeavor,

+ sald Ira Peppercom, director of HUID s Office of Multifamily Housing Assistance
- Restructuring (OMHAR), “Each is uniquely qualified to help this Department create a

:
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more fnancially sound, market oriented rental assistance program.”™

OMHAR also has impiemiented a number of initiatives that will enable it to
streamling office procedures and increase the number of transactions being processed:

+ A newly appointed director of production will work to ensure greater consistency,
guality, and accountability in OMHAR s efforts to accomplish its strategic objectives,
and work closely with the office’s four regional directors and their staffs to complete
more restructuring lransactions,

e A "warvoom” hag been created 1n OMHAR’s Wasghington, D.C,, office to provide
deal specific technical assistance to PAESs and speed up the production of negotiated
restructuring cornmitments with Seetion 8 project owners whose properties are in the
M2M program.

* “Swat teams” have been created to provide PAESs that have the largest number of
transactions with underwriling, deal point, and specific advice and gutdance designed
to resolve any issucs preventing the processing of the majority of deals currently in
OMHAR’s pipeline by the end of this year.

= OMHAR’s Operating Procedures Guide, which outlines specific steps PAES must

follow when processing transactions, is being significantly reduced and changed in
ways that simplify the program, address issues that have arisen since the program
began, and include 1eformation sot available in the earlicr version.

In addition, OMHAR is assigning owners with 10 or more M2M propertics to one
PAE in an effort to achieve faster and more sircamlined deal processing, and developing a
package of incentives o make the program more aliractive to owners whosc propertics
are currently undergeing restructuring as well as those not yet in the program,

“The changes we have implemented will help simplify and improve the Mark-to-
Market program in ways that not only add greater efficiency, but also make sense,”
Peppercorn said, “We have hstened to the recommendations of PALESs, lenders, owners,
and key HUD staff, and designed a program that will ensure that we accomplish oor
missian while recognizing and mecting the needs of our partners in this process.”

*
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HUD UNVEILS NEW PACKAGE OF INITIATIVES FOR PROPERTY 6WNERS
PARTICIPATING IN THE MARK-TO-MARKET PROGRAM

WASHINGTON - The Department of Housing and Urban Development today
unveiled a package of program reforms that will make it more attractive for owners of
HUD subsidized, Section § properties to participate in the Mark-to-Market (M2M)
program, and for potential non-profit purchasers,

- The initiatives,; said Ira Pepprercorn; director of the Office of Multifamily Housing:,
Assistarice Restructuring {OMHAR), were the result of OMHAR 'S outreach to program .
stakeholders over the past few months. This outreachs said- ?&ym confirmed the-
existenice of several bamers to participation=., - .

The initiatives, which remove these barriers, will be available to owners who stay
in the program. In addition, OMHAR intends to use its statutory authority to modify or
forgive outstanding debt n an effort to encourage M2M property purchases by
independent community-based, non-profit M2M purchasers that have been endorsed by
residents. Q

Under the new package, owners and other qualified purchasers will receive .
monthiy Capital Recovery Pavments, which provide a reasonable return on the
invesiment they must make.to covertheir.portion of required rehabilitation and
transaction costs. Additional financial initiatives include: incentive performance fees, up
to 3 percent of effective gross income, will be paid to owners who demonstrate sound
management practices; 100 percent of the initial deposit to a property’s replacement
reserve can be financed; and 80 percent of certain reasonable acquisition transaction costs .
can be financed.

»more-
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The new package also includes a number of procedural reforms designed to
improve communication between OMHAR, owners and purchasers. These include Web-
based methods for better communicating the status of individual properties, and the status
of OMHAR’s Mark-to-Market portfolio, and improvements to the process for
communicating OMHAR’s conclusions to property owners and purchasers.

In addition, long-term above-market housing assistance payment contracts
expiring after September 30, 2001, will remain in place, with the above-market portion
being credited monthly; purchasers can receive a reasonable developer’s fee; and part or
all of the second mortgage can be forgiven when the purchaser of a M2M ‘property is an
independent non-profit that is community based and tenant endorsed.

. /.

““This package is the result of many conversations we’ve had with owners and key
members of the housing industry,” Peppercom said. “We’ve been working for some time
to put together a realistic, meaningful package of initiatives, within our statutory
authority, that would make M2M a more attractive option for owners and others
interested in purchasing M2M properties, and we’re confident that we've done it.”

Support for the new package of initiatives, Peppercom said, has been enthusiastic
among both for-profit and non-profit organizations.

Michael Rubinger, president and chief executive officer of Local Initiatives _
Support Corporation, said: “The Local Initiatives Support Corporation and its affiliated .-
National Equity Fund and Community Development.Trust'greatly appreciate the . -
leadership and cooperative spirit that the OMHAR team has brought to formulating these
new policies. We believe these changes will enable CDCs and other non-profit
organizations to help preserve affordable housing as a precious asset for our communities
and the nation.”

Denise Muha, executive director of the National Leased Housing Association,
said: “OMHAR’s initiatives will-go.a long way to address concerns expressed:-by owners;,
non-profits, processing agencies and lenders, and should remove a number of barriers to-
successful program participation.”

Michael Bodaken, president of National Housing Trust, said: “These initiatives
will, in our view, encourage legitimate non-profit organizations to consider purchasing
Mark-to-Market properties. They will also significantly enhance the ability of non-profit
organizations to undertake and complete the preservation of Section 8 properties.”

Anthony S. Freedman, partner, Hawkins, Delafield and Wood, said: I think the

-more-
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changes are helpful and smart. They respect the basic structures and requirements of the
program, while removing some of the real world obstacles or annoyances that discourage
participation. They will enable good owners to remain in the program.”

OMHAR is strongly encouraging housing finance agencies serving as
Participating Administrative Entities (PAEs) to meet with owners to discuss the specifics
of particular deals, and requiring PAEs to provide owners with copies of appraisals,
comparative analyses of owner submissions, and the PAE’s conclusion on rents within 30
days of completion.

Other communication efforts include creating a system for 48-hour turn arounds
on owner queries about their properties, requiring PAEs to provide owners with copies of
the physical condition assessment (PCA) and the PAE’s conclusions on repairs and
reserves within 30 days of completion, as well as their analysis of the appralsal and PCA,
and encouraging PAEs to accommodate owner requests for meetings to discuss- -appraisal
results. OMHAR will create a HQ “hotline” to respond within 3 days to any owner who
does not receive a timely response to a written appeal. -

For a complete matrix of the owner initiative's package, or other information
about the Mark-to-Market program, log onto OMHAR’s Web site: www.hud.gov/omhar.
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Caagress Members Supnort Action

. CUOMO ANNOUNCES STEPS TO AVERT LOSS OF AFFORDABLE HOUSING

s’i AND ISSUES NEW REPORT DETAILING RISKS TO SECTION 8 PROGRAM

4 WASHINGTON - In a move that drew bipartisan Congressional support, Housing and
Uritan Development Secretary Andrew Cuomo today anncunced actions to presarve affordable
housing for thousands of poor families around the country. '

N Among those joining Cuome for the Capitol Hill announcement were: Congressman
James A. Leach (1A), Chalrman of the Committee on Banking and Financial Services:
Cangressmarz Johsn 1. LaFalce (NY), Rurking Member of the Commiitee on Banking and
Financial Services; Senator John F. Kerry (MA), Ranking Member of the Banking Subcommitiee
on Housing and Transportation; Congressman Barney Frank (MA), Ranking Member of the
Barking Subcommittee on Housing and Community Gpportunity; Congressman Alan Moliohan
{(W'V), Ranking Member of the House Appropriations Subcormittee on VA, HUD and
Ind Epenciﬂnz Agencies; House Banking Committee Members Bruce F. Vento (MN) and Michael

E. Capuane {MAY}, and House Apprapriations Commitiee Member Nancy Pelosi (CA},

“This is an important reform that will help protect families who need and deserve decent
housing, at a fair cost to the American taxpayer,” Cuomo said.

t Cuemo also released a report that documents the magnitude of the risk to the Project-
Bilsi;d Section B Rental Assistance Program and lays out a set of prineiples to guide a more
pertianent, comprehensive solutton to the problem. Titled Opting In: Renewing America’s
Conmitment to Affordable Housing, the report quantifies the number and locations of subsidized
units that are threatened by tmpending contract expirations.

B s "

. Cuomo’s announcements cover a two-pronged strategy:
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«  HUD will take immediate steps to adjust its rental assistance payments o landlords under the
' Project-Based Section 8 Program. The Department will adjust outdated payment levels set
+ 20 years ago that are below current market rents with new levels that reflect today’s market
- conditions, The adjustments will be targeted to well-mnaintained and well-managed
 apartments that provide good housing for low-income families, giving landlords an incentive
Jfor remaining in the Section 8 Program.
!
» HUD will work with Congress to develop a long-term, comprehensive solution to preserve
“Section 8 properties. Key elements of the long-term solution proposed by HUD will include:
1) Adequate resources to preserve the best Section 8 propertics. 2) Reforming Section 8
contract renewals to remove uncertainties about the future of subsidies for particular
developments. 3) Ensuring greater resident protection through the availability of enhanced

vouchers {0 enable more poor families to remain in their homes when landlords withdraw
properties from the Section & Program.

1

The report released today points out that the Project-Based Section & Program now helps
1.4 million families around the nation afford good, safe housing. During the next five vears,

however, two-thirds of all Project-Based Section £ contracts will expire, totaling almost 14,000
propierties that contain 1 million subsidized housing units,

When contracts expire, both HUD and the owner can choose not to renew. The majority
of properties remain in the program, but the latest data show that about 10 percent of owners
“opt-out” and convert their developments into unsubsidized housing.

The report points out that 44 states have more than 50 percent of their Project-Based

‘Sect'on 8 units expiring in the next five vears, and every state has more than 1,000 units expiring

in the period.

The Section 8 Program includes twe forms of subsidy: Tenant-Based and Project-Based.

Both help low-income households rent privately owned housing units. Residents pay ahout 30
percent of their income for rent and HUD pays the rest.

b

The Tenant-Based Program provides vouchers that remain with the households that use
them Families can take the subsidies to new rental housing 1f they decide to move. The Project-
Based Program, on the other hand, provides subsidies that are tied to specific rental housing
unizs;; S
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COMMENTS ON HUD’s ACTION TO AVERT LOSS OF AFFORDABLE HOUSING
H

il Congressman John J. LaFalee {NY): “] applaud Secretary Cuomo and HUD for taking
the mzzxauve: £ preserve our nation’s stock of affordable housing, and to protect low-income
Semms and families threatened with reat hikes and eviction. Now it is Congress’s turn to build
on this initiative by funding the Administration’s proposal for 100,600 more rental vouchers.”

: Senator John F. Kerry (MA): “This is an tmportant step to address a critical problem. |
am extremely pleased that the Secretary has chosen to ¢xercise his authority under the law to
stem the loss of this critical affordable housing.”

Congressman Barpey Frank (MA): “l am very grateful to Secretary Cuomo and the
Administration for using their legal authority to the fullest to prevent loss of affordable housing.
i wiﬁ!'lwork with my colieagues in Congress and with the Secretary to build on these steps.”

;. Congressmean Bruce F, Vento (MN): “1 commend Secretary Cuome today for stepping
forwerd and responding to this problem. The federal government can work with state and local
governments to preserve affordable housing, I will support and advance all proposals which
attain the collaboration and cooperation envisioued in the Yento housing preservation legisiation

that will empower local comumunitizg with the resources to meet existing and future housing
needs.”

. Congresswoman Nancy Pelesi (CA): “] commend HUD for taking this important step
that recognizes the vanied housing needs of both rural communities and high-cost rental markets.
This new HUD policy will help to preserve affordable housing and to protect low-incomse
reside ats, including seniors and families with children, from being displaced from their homes.”

z?f Senator Paul 8. Sarbanes (MD): “This new policy is an investment in the well-being of
citizers both within Maryland and across the country. Because affordable housing resources are
becorning increasingly scarce, pmlcalariy in high-cost areas, H{,}D s deciston will help tens of
thezzsa nds of families arcund the country.”

" Senator Tom Harkin (IA): “Inlowaa Jarge number of elderly tenants face losing their .
housing. These seniors unfortunately have little ability to find decent alternatives in their
comminities, Secretary Ceomo is correct in acting to prevent these people from losing thetr
homes ™
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y  Senator Dianne Feinstein (CA): “This plan will help protect a program vital to Jow-
income families in metropolitan areas in California and the rest of the nation. We need to provide
Sec:ion 8 participants with incentive to renew their Section 8 coniracts, ot we risk foccing
hurdreds of thousands of families out of their homes.”

4 W

LI Willie L. Brown Jr., Mayor of San Francisco: “I applaud Secretary Cuomo for creating
this emergency program as a first step in solving oue affordable housing crisis. As the Chair of
the Community Development and Housing Committee of the US, Conference of Mayors and as
a mayor of a eity with 9,200 at-risk vnits, | know that this issue is of critical importance. We
canr ot afford to lose any of our affordable housing stock or displace any of our low-income
resicents. I look forward to waorking closely with HUD and Congress to develop and implement a
long-term comprehensive solutton to this looming affordable housing crisis.”

Jack Murray, President of the National Afferdable Housing Management
Asst cintion: “NAHMA is encouraged that HUD has recognized that there is a developing crisis
with'assisted housing owners opting out of the various Section & programs. We look forward (o
working with Congress and HUD to develop 2 long-term solution to prevent resident
displacement, provide market based retums to owners, reduce regulatory burdens, and keep this
vital segruent of affordable housing availabie to low- and moderate-income residents.”

© Sheila Crowley, President of the Nationa! Low-Income Housing Coalition: “The
Naticnal Low-Income Housing Coalition commends HUD and the Congress for coming together
{o bezin to address the serious depletion of assisted rental housing that is affordable by very bow-
income people. Owners of this housing are leaving the assisted housing program at an alarming
rate, jecpardizing the housing stability of thousands of households, many of whom are composed
of el erly and disabled citizens. The need for federal action is urgent.”

¥ Chuck Edson, Counsel for the Institate for Responsible Housing Preseryation:
“HUD and Secretary Cuompo and concerned members of Congress should be commended for the
direction they are taking in tryiag to avoid displacement of Section 8 tenants, especially the
elderiy, and we look forward to the specific details of the proposal.”

" o
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CHUD AGREEMENTS WILL SAVE TAXPAYERS MILLIONS OF DOLLARS AND
PRESERVE AFFORDABLE HOUSING FOR THOUSANDS OF FAMILIES IN 27 STATES

WASHINGTON ~ The Department of Housing and Urban Development has entered into
agreements with housing firance agencies and private groups in 27 states and the District of
Columbia that will save taxpayers millions of dollars and preserve affordable housing for thousands
of lrw-income familics.

b

' HUD's Office of Multifamily Housing Assistance Restructuring (OMHAR) said today that
it has entered into the portfolie restructuring agreements with 18 state or local housing finance
age ?cies, along with three non-profit and private firms covering properties in nine additional states.

1 The 18 state or Jocal housing finanice agencies entering agreements are: Jefferson County,
AL; District of Columbia; Flerida; Chicago; Kentucky; Louisiana; Anne Arundel and
Montgoemery Countics, MD; Missouri; New Hampshire; Ohio; Rhode Island; South Carofina;
Sovth Dakota; Tenncessce; Washington State; Kitsap County, WA; and West Virginia.
Hetween the 18 state or local housing finance agencies, 196 mortgages will be restructured.

H

|

" The private companies selected to assist with the restructuring include: First Housing® based
in Tampa, FL; and Ontra, based in Austin, T2 First Housing and Ontra will restructure the debt on
54 properties focated in Alaska, Arkansas, Hawaii, Kansas, Mississippi, Montana, Nebraska,
Nevada, and Wyoming. No public agency in any of these states elected to participate in the

program, and alf of the contracts were competitively bid,

U

The conlract agreements are part of an effort to preserve thousands of HUD-subsidized
privately owned low-income apartment developments, said OMHAR Director Ira Peppercom.
OMHAR will oversee restructuring of the mortgages on the properties as rents are marked down to
feveds that are more in line with prevailing market rents. The program is known as Mark-to-Market,

HUL estimates that Mark-to-Market will produce substantial savings in the Projeci-Based
Secion 8 rental assistance program over the next five years, and more in years ahead, while
preserving affordable bousing for 850,000 people. Families in HUD s Section 8 Program pay 30
percent of their income toward rent, with HUD subsidies making up the difference. o
-m¢C 11,8, Department of Housing & Urban [)evelupmcm
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! High rental subsidies were established to encourage construction of affordable housing,
Over the past 20 years, the subsidies escalated with inflation to exceed rents for comparable
apartments on the private market. The Mark-to-Market Program was enacted by Congress in 1997
as part of a plan to secure the Section 8 Program from financial collapse and avert an affordable
houlsing crises that could have threatened up to 4.4 million Americans with homelessness.

1 Under restructuring, owners of subsidized properties refinance part of their mortgage
balince at lower interest rates and with deferred payments. This will enable owners o continue
providing affordable housing ¢ven after HUD’s Section 8 subigidies are reduced.

For example, in Cleveland, OH, the HUD-approved average rent for a subsidized apartment
is $620 — compared with a rent of 3487 for the same type of apartment on the private market. In
Detroit, the comparable figures are $716 for a subsidized apartment, and $499 for an apartment on
the private market. And in Washington, DC, the average HUD-subsidized rent is $734, while the
typ: cal unsubsidized apartment rents for $499.

Contracting with public state and local housing finance agencies has been a priority for
OMHAR, which expects 14 other public agencies to sign contracts in the coming weeks. The
additional contracts will facilitale the morigage restructuring of 106 properties.

3

*These partnerships will enable HUD to both bring down the long-term costs of low-income
housing subsidized by the Departrnent and make sure families in need have access to decent and
safe: affordable housing,” Peppercorn said,

“The Missouri Housing Development Commission is eager to get started with the program,”
sail. Execuative Director Richard G. Grose. “We are looking forward to a mutually beneficial
experience that will be helpful in preserving affordable housing.”

Once the contracts are signed, Peppercorn said, most of the properties that are eligible for
the Mark-to-Market Program will be in the process of having their debt restructured. Currently,
about SO0 properties are available for restructuring, with almost 1,100 more potentially becoming
eligible by December. Today’s announcement will enable about 400 properties in 44 states to bhegin
the restructuring process. Known as Participating Administrative Entities, the agencies and firms
awsrded contracts as part of Mark-to-Market will work with OMHAR to restructure the existing
debi or rent on about 3,800 properties in the United States.

{

Contracts to restructure 13 properties in Oklahoma, and New Jersey have been awarded to
First Housing and Community Preservation Corporation Resources, Inc., pending formal approval
of public agencies in those states. CPC, a New York-based non-profit that hag significant
exparience in restructuring and tenant relations, will restruciure the debt on 5 properties; First
Housing will restructure 8 properties. Thirty properties in Peansylvania were also awarded to CPC
because of an urgent need to restructure properties in the state.

; it
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HOMEOWNERSHIP RATE HITS ANOTHER RECORD HIGH - 87.2%

WASHINGTON ~ A record §7.2 pereent of American houscholds owned their own homes
i he seeond quarter of 2000 — once again shattering all previous records. This puts
homeownership at a higher percentage than at any time in American history, Houamg, s and Urban
De ve]opmcnl Secretary Andrew Cuomo announced today.

The percentage of households owning their homes — known as the homeownership rate - has .
risen steadily since President Clinton 100k office, jumpmg from 64 percent in 1993 to 66.3 percent
in 998 before setting another new annual record in 1999 at 66,8%. This quarter’s numbers arg on
paue for yet another annual record.

. “The continued steady increase in homeownership is undeniable evidence that the policies of
the Clinton-Gore Adminigiration have built a steady foundation for sustainable growth,” said
Cuomo, "Owning a home s not only part of the American Dream, it must also be an attsinable
reality. One bome at 2 tme, we are making dreams a reality. In the 1940s, we were a nation of
renters « just 45% of Americans owned their homes, Today, we set another rocord high
homeownership rate of §7.2%. 1t 15 the American Drcam - it is the promise of hope and stability. It
is the monument to the great American ¢xperience.”

i According to the LLS. Census Bureau, there are now 70,758,000 I’wmw&mem in America.
That is 8,974,000 more than 1993 when the Clinton-Gore Administration took office.

Noting that minority homeownership still lags behind overall numbers, Cuomo said “We
car not truly enjoy the success of our Initiatives to boost homeownership unti! we erase the gap for
minorities.” 1n June of this year, Cuomo announced a new 3-year goal for increased minority
hoincownership. He has committed the Federal Housing Administration, which is part of HUD, to
ins are mortgages for more than 765,000 minonty families over the next theee vears,

Here’s how the homeownership rate has risen since 1994, measuring the percentage of all
houscholds owning theit own homes and then listing breakdowns by major racial and ethnic groups,
as 'well as location. The category of OTHER includes Astan Americans, Native Americans, and Facific
Islenders. CENTRAL CITIES are the major cities in metropolitan areas.
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- Homeownership Rate
T 2 Quarter | 4" Quarter Change n # of
- 2000 1994 Households
NATION OVERALL 6/.2 64.2 6,811,000
[ Central Cities 50.7 487 1,393,000
[ MUNORTTTES 476 437 2,708,000
[ ETACK {non-Hispanic) 472 479 1,008,000
- FISPANIC 454 422 941,000
"CUTHER (non-TTispanic) 54.4 51.2 759,000
[ Female Flead of Households 3272 3877 1,953,000
[ TTcuscholds with Less Than 50.8 48.6 660,000
Muidian Family Income

Hormeownership is about building communities. Homeowners take pride in their
surroundings, often putting in extra effort into their neighborhoods. Owning a home also means
accumulating wealth. As home values increase, their investment in that home grows. Homeowners
also strengthen the economy through their purchase of homes and the related furniture and
apliances that go with the new purchase. Homeowners also tend to become more involved in
community efforts, schools and events. And the value of a home is something that can help secure
lozns to finance a business, or a child’s education, and that value is often passed on to a new
goneration to help them find economic security.

!
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PRESIDENT REQUESTS PLAN TO USE ADBITIONAL FUNDS
GENERATED BY FHA FOR AFFORDABLE HOUSING

WASHINGTON - Responding to a new report that says the Federal Housing Administration
has generated additional funds bevond previous projections, President Clinton has requested
recommendations orn how (o best use excess FHA revenues to expand the supply of affordable housing
over the next five years,

A report released Monday says the value of the FHA Insurance Fund for Fiscal Year 1999 was
mure than $3 bitlion above previous estimates.
% ‘The White House today rwleased a dirgctive the President issued to Housing and Urban
Development Secretary Androw Cuomo, Office of Management and Buodget Director Jack Lew, and
Domestic Policy Council Director Bruee Reed requesting “recommendations on how newly svailable
tur ds can be used o further strengthen federal housing programs and develop a plan to enhance
zomprehensive affordable housing opportunities.”

Recommendations could include subsidizing the construction of new affordable rental housing,
do'wnpayment assistance programs o increase homeownership, funding for new rental assistance
vouchers, and other initiatives, -

‘ “One of the fundamental goals of my Administration has been 1o remvent government, to make
it serve the public better and restore public confidence in the institutions of governmen,” the President
saud in his directive, “The Departiment of Houstag and Urban Development has met these goals well. .
And as the improved administration of HUD and the FHA make available additional resources, we will
ha'ie the apportunity to do even more 1o ensure thet all Americans have access to affordable housing.”™

F

Ei “More than § million struggling American families are in desperate need of affordable
ho ssing,” Cuosme said. “These familics now gpend over half their income on houging and they can
barely make ends meet, Investing any €xcess funds from FHA to help these families get the housing
they need will help transform their lives and will help revitalize communities across our nation.”

3

Cuomo thanked Senator John Kerey of Massachusetts for the Senator's work to provide more

funiding for affordable housing, ¥ look forward to working in partnership with Senator Kerry, who is a
chmpion of affordable housing and has proposed a comprehensive bousing program,.” Cuotno said.

-more-
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Cuomo was joined at a news conference today by Congressman John LaFalee of New York and
by representatives of the following groups: The National Association of Home Builders, the Morlgage
Bankers Association of America, and the National Low-Incomce Housing Coalition to express support
for using excess FHA revenues for affordable housing.

Senator Kerry said: *[ welcome this effort by President Clinton and Secretary Cuomo. They
have been strong advocates for housing. | have proposed g National Housing Trust Fund, These efforts
are eritical in helping meet the affordable housmg needs of the nution.”

i
. Congressman LaFalce said: ™ am pleased to join Secretary Cuome in celebrating the good
ne ws about the strength of the FHA fund, and 1o launch a provess of expanding #s successiul

homeownership and affordable housing mission”

Congressman Barney Frank of Massachusetts said: “I am very pleased by HUD s pew initiative
to us¢ available FHA surplus funds 1o increase the affordable housing supply for lower income people,
I am particularly pleased that new construction of affordable housing will get serlous consideration. The
current crisis in affordable housing in certain areas has, ironically, been made worse by a prosperity that
beaelits most of vs. The is an excellent example of how we can use part of the revenue from a booming
ecanomy 1o alleviate social injustice.”

[

Christopher 1. Sumner, President of the Mortgage Bankers Association of America, said: “Thig
1§ # unique opportunity for a real chance to make a difference in many lives, to support further the
already suceessiul federal housing programs und o develop now approaches. Seceetary Cuomeo has my
pledge that we will work with you to Turther bis contribution by using these hard-carned funds wisely
and well,”

Robert Mitcheil, President of the National Association of Home Builders, said: “We will work
ccoperatively with the Admintsteation and Congress (o explore the best way of using excess funds
generated from the FHA s revitalized Mutual Mortgage Insurance Fund to expand homeownership
opportasities,” . )

FHA. which is purt of HUD, generates revenue through its Mutual Morigage Insurance Fund,
The fund collects revenue from fees FHA charges for mortgage insurance, FHA currently returns funds
it generates above expenses to the U5, Treasury cach year.

2_
% Because of successful management reforms at MUD and FHA, FHA is now expected to bring in
ac ditional funds between the years 2002 and 2006 above projections contained in the President’s

pioposed Federal Budget for Fiscal Year 2001,
An independent report issued Monday by the sccounting firm of Delostte & Touche concluded
that FHA is in its strongest financial condition sinee it was created in 1934, with a record coonomic
ahue of $16.6 billion.

U
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The Deloitte & Touche study says the record $16.6 billion coonomie value of the FHA's
insurance fund is an increase of $5.3 billion over 1998, The study says this improvement will withstand
potential economic downturns. The cconomic value of the fund is defined as the sum of existing capital
plus the value of current insurance in force.

The report also states that FHA's capital adequacy ratio is 3.66 percent — {ar in ¢xcess of the
Coagressionally mandated goal of 2 percent. The capital adequacy ratio is the economic value of the
fund divided by the total insurance in foree.

In acddition, Deloitte & Touche found that FHA has made a remarkable tumaround from just ten
yecrs ago. The FHA insurance fund had an economic value of negative 52.7 billion In 1990, FHA
suffered years of mismanagement in the 1980¢, and by 1990 it had projected losses from claims on
morgage nswrance fur in excess of projected revenue, Absent radical restructuring, a costly federal
bailout seemed inevitable,

FHA does not make morigage loans directly, but rather insures {oans made by private lenders to
hoinebuyers, Last year FHA insuced a record 1.3 million mortgages worth $125 billion. Because FHA
mortgage insurance protects lenders from losses, it has enabled 30 million American families who
wo 2d otherwise be locked out of the montgage market and homeownership to qualify for morigages.

FHA now insures about 6.7 million mortgages. When homcowners fail o make pavments on
motgages insured by FHA the agency first tries to belp them stay in their homes through foreclosure
avcidance. {f this is not successful, the lender forecloses on a home and conveys it to FHA in exchange
for FHA payment of the outstanding mortgnge balance. FHA then puts the home up for sale.

FHA-insured loans also benefit homebuyers in these ways:

s FHA downpayments of 3 pereent are lower than the minimum that many londers require for non-
FHA mortgages. Figher downpayments are 8 major roadblock to homeownership,
L . .

s FHA’s requirement for homebuyer credit ratings are more flexible than those sct by many lenders
{or non-FHA borrowers, »

E
3

; _
«  FHA permits homebuyers to use g fts from family members and non-profit groups to make their

entire downpayment, while conventional loans generally require homebuyers to come up with a
portion of the downpayment from their own funds.

» FHA permits a borrower to ¢arry more debt than a private mortgage insurer typically allows,
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| STATEMENT BY FHA COMMISSIONER WILLIAM APGAR

1 ON FANNIE MAE’S “CONSUMER BILL OF RIGHTS”

¥

U8, Department of Housing and Urban Development Assistant Seeretary for

Heusing/Pederal Housing Commissioner William Apgar today issued the following statement in
regponse o a call by Fannie Mae Chairman Frankhbin Raines for a Mortgage Consumer Bill of
Rights. According to Fannic Mae, the Bill of Rights would include greater disclosure of the process
Faanie Mag uses to evaluate mortgage applications.

; Apgar smid;

.

“HULD is pleased 1o see that Fannie Mae is heeding Secretary Andrew Cuomo’s call for full
diz closure of how mortgage funding decisions are made by the Government Sponsored Fmterprises
{GSEs), As ihe Secretary has said many times, HUD believes that all Americans who are dented
aceess to mortgage financing have the right to know exactly why they are not being offered a loan,
The formuls for mortgage approval or disapproval must be clear and definable,

k]

% “Mortgage underwriters cannot, and should not, defend secret formulas or computer
software programs that gencrate rejections or acceptances by unknown means. Fannie Mae’s
announcement that it intends o follow HUD-FHA s lead ~ announced on November 12, 1959 -
in converting its automated underwriting systom to a ‘glass boy” approach is a good first step.  But
reieasing the basic {aclors used in making mortgage decisions only tells half the story. There is still
a long way to go.

“Consumers and lenders still need more information from the GSEs to understand how the
cemponent parts of the automated underwriting system interact to arrive at a mortgage decision,
instuding the relative weights of each factor, HUD will continue o use its regulatory authority to
gnsure conswners have full information about how morigage decisions are made by the GSEs.”

Hii, ..
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i FANNIE MAE GIVES HUD INFORMATION ON 10 MILLION
K MORTGAGE LOANS FOR FAIR LENDING REVIEW

WASHINGTON - Fannie Mae, the nation’s largest housing finance company, has given the
Department of Housing and Urban Development information about the systems it has used to
eviduate nearly 10 million morigage loans, clearing the way for HUD to determing if the systems
operate in compliance with laws that bar lending discrimination.

f

1 “Fannie Mae is cooperating fully to hizlp us carry out this review, and 1 applaud the
company for its cooperation,” HUD Secretary Andrew Caome said, Cuomo miade the statement as
he announced that Fannie Mae has complied with HUL s request for information about its mortgage
application evaluation systems, including its computerized sysiem known as automated
undlerwriting.

y

" Threc weeks ago Fannic Mae gave HUD thousands of pages of information about its
urlerwriting systems. The company also provided HUD with computerized records of the nearly 10
million home mortgage loans it purchased from 1998 through 1999, as well as data onloans it
evaluated but did neot purchase. FIUD has been examining the material since then

Cuomo was joined at a news conference by Fannie Mae Chairman and Chiel Executive
Oflicer Franklin D. Raines.

*Fannie Mae looks forward to working closely in cooperation with HUD on this revigw,”
Raines said. “HUD and Fannie Mae have the same goals: ensuring falr lending. fighting
diserimination and expanding homeownership opportunities in America.”

]

HUD, which has regulatory power over Fannie Mae, will spend the next several months
reviewing the company’s data and documentation in order (o determine whether Fannie Mae is in
compliance with fair lending standards that are designed to prevent discrimination against
mir orities and others.
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Cuomo said homeowners, the housing industry, Fannic Mae and the rest of the lending
imiustry all benefit when HUD carries out its regulatory role effectively, because this increases the
confidence of consumers that they are being treated fairly by the lending industry and opens
haemeownership to more families.

; The Scoretary said HUDs review of underwriting by Fannie Mae is needed because siudics
have shown that the morigage applications of minorities are more likely 10 be rejected than the
martgage applications of whites with equivalent Income levels, savings, and financial histories,

i

§

§  The Urban Institute prepared a study for HUD last September that concluded that “not all
Afnericans enjoy equal nccess 1o the benefits of homeownership, in part because of unequal access (o
ewsital,” The study also said that “minorities are less likely than whites to obtain mortgage financing
and, if suceessful in obizining a mortgage, tend 1o receive less generous loan amounts and erms.”

H
: “A morigage is the key that unlocks the door to homeownership and a secure finuncial
farure, and too many minority families are being told they can’t get that key,” Cuomo said. “Aga
rerult, 2 homeownership gap continues to divide whites and minorities, Most white familics own
their homes, ond build wealth as they pay off their mortgages. Most minority families are renters
who sce their rents go up yvear alter year without any financial benefit.” .o

£,

” While 73.2 percent of white families owned their homes in 1999, only 46.7 percent of
Alrican American familics and 45.5 percent of Hispanic families owned their homes last yoar,

: Fannic Mae buys mortgages issued by banks, thrift institutions and other monigage lenders,
ani theit sells them to investors as mortgage-backed securifies. This provides the lenders with the
cash needed to issue new mortgages. Fannie Mae’s underwriting guideltnes, including is automated
system, set the standard that determines whether Fannie Mae will purchase individual bome
mortgage loans from tenders.

r

Lenders are often reluctant to originate mortgage Ioans to borrowers who don’t meet Fannic
Muae’s standards, preventing families from buying or refinancing homes. As a result, many
merigage applications for conventional loans that are not accepted for purchase by Fonnie Mae ave
rejected by lenders, or are approved by lenders only with mueh higher interest rates.

i Congross has given HUD responsibility for regulating Fannie Mae, which is 8 Government

Sponsorcd Enterprise (G8E). The company was chartered by Congress to provide public benefits by
helping o expand homeownership and the supply of affordable rental housing for low- and
modernte-income familics, and for residents of communities underserved by mortgage credit.

i As i rosult of ity Congressional charter, Fannie Mae receives special advantapes ~ such as an
examption from all state and ltocal taxes except property taxes, and an exemption from Sccuritics
- and Exchange Commission registration requirements. '

~R1ore-
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In addition, Fannie Mae’s ties to the government have helped the company get the highest
pc ssible credit rating to reduce its borrowing costs, and have boosted investor confidence in the
ccmpany, thereby helping to increase eamings.

Cuomo last year asked Fannie Mae to provide detailed information about its underwriting
syétems. The information Fannie Mae turned over to HUD will ecnable HUD to determine if any of
th: criteria used by the company’s underwriting systems contribute purposely or inadvertently to
illzgal lending discrimination. ‘

E Fannie Mae’s automated underwriting system is called Desktop Underwriter®. It allows
mortgage bankers, brokers, and financial institutions 10 use computers to enter information on loan
applicants, transmit the informatton to Fannie Mae, and receive a determination on whether Fannic
Mie will accept a loan application or refer it back to the lender for manual underwriting. Desktop
Underwriter uses credit scores and other automated information on loan applicants to make its
decisions. Although Desktop Underwriter is only five years old, it and similar systems are rapidly
becoming the prevailing means of determining if someone qualifies for a conventional morigage.

il -
HUD plans to draw on numerous resources to analyze the information and data it has .
received from Fannie Mae. Staft with expertise in regulatory oversight, economists with experience
in'handling large databases, fair housing and fair lending analysts, and attorneys will analyze the
information from Fannie Mae. HUD may also draw on expertise from other regulatory agencies for
advice and guidance on credit scoring and fair lending issues. :

Last July Cuomo announced a policy to require Fannie Mac and Freddie Mac (the other GSE
enzaged in housing finance) o buy $2.4 trillion in mortgages in the next 1Q years to provide
aftordable housing for about 28.1 million low- and moderate-income families. The historic action
raised the required percentage of mortgage loans for low- and moderate-income families that the
companies must buy from the current 42 percent of their total purchases to a new high of 50 percent
—¢&. 19 percent increase — in the year 2001. The percentage will first increase to 48 percent this year,

l

The mortgage purchase requirements for Fannie Mae and Freddie Mac — known as the
Affordable Housing Goals — were last set by HUD in 1995, under a Congressional mandate. The
goals came up for renewal last year, and HUD had the choice of leaving them unchanged, lowering
them, or raising them. In addition to helping low- and moderate-income families, the initiative will
also increase the affordable housing goals for loans made to underserved areas and will raise the
goil for mortgages to benefit families with very low incomes. '

' Under the higher goals, Fannie Mae and-Freddie Mac will buy an additional $488.3 billion
in mortgages that will be used to provide affordable housing for 7 million more low- and moderate-
income familics over the next 10 years. Those new mortgages and the families who get them are
over and above the $1.9 trillion in mortgages for 21.1 million families that would have been issued
if the goals were not increased.

#H
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; HUD RELEASES PROPOSED RULE TO PROVIDE §2.4 TRILLION IN MORTGAGES
FOR AFFORDABLE HOUSING FOR 28.1 MILLION FAMILIES

. WASHINGTON ~ The U,$, Department of Housing and Urban Development today issued a
proposed HUE rale that would require the nation’s two largest housing finance companies to buy $2.4
trijlion in mortgages over the next 10 years to provide affordable housing for about 28.1 million low-
and moderate-income families,

The historic action by HUD raises the required percentage of morigage loans.for low- and
mwderate-income families that finance companies Fannio Mae and Freddic Mac must buy from the
aurrent 42 pereent of their total purchases 1o a new high of 30 percent — a 19 percent ingrease — in the
vexr 2001, The percentage will first Increase to 48 percent in 2000,

“This rule will greatly expand the supply of affurdable housing across the counlry, giving
millions of families the opportunity 2 buy homes or to move inte apartments with rents that they can
afford,” HUD Secretary Andrew Cuomo said.

~ The public comment period for the proposed rule is 68 days. Following that, HUD will review
conments reeeived, make any revisions deemed appropriate based on those comments and publish a
final rule by the fail of this year, The proposed rule has been posted at www. hud.govigse/

: The mortgage purchase requirement for Famnie Mae and Freddie Mac - known as the
Affordable Housing Goals - was last set by HUD in 1993, under 3 requirement mandated by Congress,
The goals eame up for reacwal this year, and HUD had the choice of leaving them unchanged, lowering
them, or raising them, 1o addition 10 helping low- and moderate-tncome families, the new initiative
will also increase the affordable housing goals for loans made to underserved areas and will raise the
goal for mortgages to benelit families with very low incomes,

i ‘
" Under the higher goals. Fanmic Mag and Freddic Mac will buy an additional $488.3 billion in
mortgages that will be used to provide affordable housing for 7 million more low- and moderate-tncome
farnilies, many of them minacritics, over the next 10 years. Those new mortgages and families are over
ani above the $1.9 trillion in mortgages for 21.1 million families that would hove been generated i the
current goals had been retained,

I
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}
i Fannie Mae and Freddie Mac buy mortgages for both individual homes and for apartment
buildings.
i

£

Congress gave HUD the responsibility of regulating Fannie Mae and Freddie Mac because the
twe companies are Government Sponsored Enmerprises (GSEs) that were chartered by Congress. The
policy announced today will be implemented hy HUD regulations. Such regulations go into effect after
review by Congress and the Office of Management and Budgcet, along with 1 period of full public
cotnment,

The G5Es buy mortgages issued by banks, thrift institutions and other mortgage tenders, and
then package the loans and sell them to fnvestors as mortgage-backed securities. When Fannie Mae and
Freddie Mac buy the mortgages from lenders, they provide the lenders with the cash needed to issue
fnew mortgages.

Congress has given GSEs special advantages — such an exemption from all state and local
tax s except property laxes, and an exerption from Securities and Exchange Commission registration
reguirements, In addition, the ties of the GSEs 1o government has helped them get the highest credit
rating to reduce their borrowing costs. and has boosted investor confidence in the two companics,
thereby helping to increase their eammgs The Treasury Department reports that the benelits of federal
speasership are worth almost 56 hitlion annually 1o the G8Es.

i The GSEs are publicly chartered to provide broad public benefits. Cougress, through Fannie
Viae's and Freddie Mac's Charter Agts and the 1992 GSE Act. required that the two GSES, in vcturn for
the r publicly provided benefits, extend the benefits of the sccondary mortgage market to a broad range

of Americans. These include low- and moderate-income families, first-time homebuyers, and residents
af t’cmmamtzcs underserved by morigage credit.

i

f% H Fannie Mae and Freddie Mac fail to make a good faith eftort to achicve the Affordable
Honsing Goals sct by HUD, the Secretary of HUD has the autherity to impose civil money penaltics of
up ‘r;) £10.000 for each day the failure oceurs,

|l

Families arc considered as having low and moderate incomes if they make no more than the
aress median income, which varies by community. The national average for the median income 8
$47,800,

W,

In addition to raising the low- and moderate~-income goal from 42 percent 1o 50 percent, HUD
acted to raise two other Congressienally mandated gouls. A special affordable housing goal for
families with very low incomes and low incomes {those with less than 60 percent and 80 percent of area
melian) jumps from the current 14 percent (0 20 percent (& 43 percent increase), In addition, a
geographically {Q?éclﬁé goal for underserved areas {ceptral cities, rural areas, and underserved
communitics based on income amﬁ minority concentration} goes from 24 percent to 31 percent {a 29
pereent increasce).

The proposed rule 1s among a series of actions HUD has taken to increase homeownership in
und :r-served areas, particularly amony minority Americans. Though America’s homeownership rate is
at a record high level, there is a disparity between the rate for whites and otbers. The bomeownrship
rate for whites is 73 percent while il is 45 percent for Hispanics. 46 percent for blacks and 31 percemt
for Astan-Americans.,

4 il
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i
i NEW NATIONAL HOMEOWNERSHIP STRATEGY
i CAN CREATE & MILLIONM MEW HOMEOWNERS BY YEAR 2000

« BUD Secretary Henry G. Cisneros joined President Clinton, Vice
:

Pregident Gore, and repressentatives of government and industry., non-
éraé}t and for-profit housing advocates teday Lo anpounce a Hational
ﬁqmé?wnership Strategy that will add up to 8 million new families to
the nation*s homeownershiy rolls by the end of the vear 2000,

P Secretary Cisneros, who was charged by the President £o work with
pubiimZgrivéte partners to develop the strategy, said "For most
Amsricans, homeownership is the key to a betrer life, and throughout
Amgrica, people are rightfully demanding that this country deliver
once: again on its brightest promise: if vou are willing to work hard
and &ccept'respensibility, you can build a better 1ife for yourself
apﬁ;ydﬁr family, and even own a home of your own."

The National Homeownership Strategy is based on a partnership
between the private gacior angd government, More than SO partners,
including Fannie Y¥ae, Freddie Mac, the National Association of Home
Builders, the National Assogiation of Realtors, Habitat for Humaniby,
tha'xatianai League of Cities, and the (.8, Department of Housing and

]

Uzb%n Development, will help more working femilies become homeowners.
U.8, Department of Housing & Urban Development
Administration Histery Project
'. December, 2000
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Ly taking specific actions to make it less axpensive [0 buy, rehab and
build homes, make it easier for people to geh mortgages, and expand
homszownership opportunities by increasing production of new affordable
hamés.

? From 1940 to 1580, American homeownership rates rose steadily,
freé 43.6 percent of all hougeholds to 65.6 percent. After 1880, the
aveéaii ownership rate declined to aboul 64 percent. While the rate
begén riging onge again in 1893, the current homecwnership rate is
sti?l well below its historio peak.

' w

“The goal of the National Homeownsrship Strategy is to boost
America‘s national homeownership rate to an all-time high of 67.5

3
erzent,” Secretary Cisneros said, "Phis will mean up to B million

newihomaownars, sspecially low- and moderate income families, single
heq&s of houssholds, minorities, and others who ususlly are renters.

"It does not require new government programs or new funds from
Conjress, becauge local, state and national §xo&§s will take steps Lo
makz it less expensive Lo buy a home and esagier. Lo get a mortgage, and
wiil work to eliminate obstacles to homeownérsbipﬁ; Cignercos added.

The priorities in the National Homeownership strategy include:

1 cutting the costs of homeownarahip including financing,

« preduction and transactions costs and fees, to make homecwnership
v Twore affordable, make financing more available, and simplify the
¢ homebhuving process,

Opening mafkaﬁ& for homeownership to increass choice and remove

digeriminaetery and regulatory barriers, making homes, financing,
and insurance available and affordable for more households.
Expanding opportunities for homeownership for milliong of
additional families through education and counseling, information
technology, communications media, and community involvement.

b
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For example, the Partners plan Lo:

.+ reduce the amount of cash needed to buy a home by cutting
mertgage closing costs.

= out in half the waiting period for mortgage approvals by
sirplifying the mortgage lending process, reducing paperwork
! and hessles for home buyers, and making it easier for first-
i time buyvers to gualify for mortgages by egtablishing
¢ inpovative, low-downpaynent programs.

¢« incresase production of affordable starter homes for first-time
' buyers.

« make it easier to obtailn financing to buy and repair older
gxigting homes.

« roduce the cost of new single-family homes by advancing new
designs, construction maberials and building methods that
reduce construction <oogis and by eliminating exrcesgive bullding
regulabions.

+ expand home counseling for first-time home Duyers.

« expand consumer inowledae of homeownership cpportunities
! through lecal *home fairs," homeownership centers, home buying
3 ¢clubg and high school and college sducational programs.

Cisneros pointed out that homeownership is vital to strengthening
our nabtion’s families, stabilizing communities, and festering local
SCOTOMATC Prosperity. :

*Homeownership encourages savings and investment, promotes
gooromic and civic responsibility, and ieg the primary means of wealth
ascumulation for most Americans,® the HUD Seovetary sald. "Cwning a
nome provides greater opportuniity for personal contrel and family
gea%rity, a very desirable goal in our sogisby.®

1 : e . . .

+ Families and individuals who would like more information on new
homeownership opportunities in their community are encouraged Lo writs
LG
Homeowners Partnership,

p.3. Box &D%L,
Rockville, MD 20858
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q HUD ANNOUNCES SHARP RISE IN NATIONAL HOMEOWNERSHIP RATE;
NEARLY A MILLION NEW HOMEOWNERS ADDED SO FAR IN 1995

by
L
L

WASHINGTON- -HUD Secretary Henry G. Cisneros and Laura
D‘Andrea Tyson, President Clinton‘’s National Economic Advisor,
s#id today that the Clinton Adminigtration’s economic policies,
lower interest rates, and a government partnership with the
housing industry have helped nearly a million more Americans
beicome homeowners this year.

i

1  The national homeownership rate rose to 65 percent in the
third quarter of 1995, the largest increase in the rate in almost
a 'decade and a half.

|

‘ Cisneros gaid this surge in homeownership bodes well for the
siiccess of President Clinton’s year-old National Homeownership
St.rategy, which is seeking to add up to 8 million more familiesg
to the homeownership rolls by the end of the year 2000.

1 "After years of decline and stagnation, homeownership is
moving in the right direction," Cisneros said. "HUD and its
piértners are committed to removing the -barriers that have kept
mi:llions of Americans from achieving the dream of homeownership.
Iﬁ's clear that we are making progress."

J At the end of 1994, the national homeownerghip rate was 64.2
percent. Between the end of December, 1994, and the end of
September of this year, the homeownership rate rose almost a full
percentage point. This tranglates into 938,000 new homeowners
s@nce January.

4 "The dramatic increase in homeownership provides strong
evridence of the success of this Administration’s policies to
biring down the deficit, get the economy moving again, and help
mitkke homeownership--the American dream--a reality for millions of
hard working people in this country," said Economic Advisor
Trson.

- \ e e e+ e o e
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~ ®"This surge in homeownership is encouraging in itself, but
the news gets better," Cisnsros said, *Thers has bheen a
statistically significant inc¢rease in the homeownership rate
among young households--familics headed by people under 35 vears
pld--from 56.9 percent to 57.% percent. And the homeownership
rate for minorities increased from 43.7 percent Lo 44 percent.

N

I Cisneros said several factors led to the increase in
homeowners. First, due to President Clinton’s economic plan,
long-term interesgt rates are at historic lows, and mortgage rates
have fallen to their lowest level in 20 months. Second, HUD is
working with the houging industry in a public-private partnership
to, make homeownership more accessible to more people.

«  Presgident Clinton launched the Naticnal Homeownership
Strategy in November, 19%4. He directed Cisneros to form the
"National Partners in Homeownership," in which %6 major housing
and finance industry groups are now working with government and
noaprofit organizations to reduce barriers to homeownership,

On June 5, 1895, President Clinton, Viece President Gavre and
Serretary Cisneros were joilnasd by the Partners at the White House
Lo anpeunce a plan recommending 100 proposed collaborative
actions to increase homeownership. These include:

- Cutting the costs of homeownership (including financing,
production and transaction cogts and fees), making financing
more available, and simplifying the homesbuying process.

. Opening markets for homecownership to increase cheoics and
remove discriminatory and regulatory barriers, making homes,
 financing, and insurance available and affordable for more
households.

« _ Encouraging bomeownersghip for millions of additional
families through education and counseling, information
technology, communications media, and commmunity involvement,

while the Partnership is still relatively new, congiderable
work implementing the National Homeownership Strategy is already
uniser way:

H
. ! Home buyer education is being improved. For example, the
Neighborhood Reinvestment Corperation, American Bankers
Agscopiation and the National Foundation for Consumer Credit
have formed a new partnership to enhance understanding of
the home buying process through education seminars and the
) publication of five new workbooks, entitled, "Realizing the
| American Dream.* -
)

#
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New home construation technology is being explored.
Habitagr, HUD and the National Assoclation of Home Builders
are building an affordable demonstration home using new
cost-effactive, gtate-of-the-art technology.

Savings €for downpayments and closing costs are belng
ancouraged. For example, the Psderal Housing Pinance Board
recently authorized the Federal Home Loan Bank System’s
Affordable Housing Program subsidies to be used as a match
to induce higher family savings.

Increasing homeownershilp in wrban America through "local
partnerships” is belng encouraged. For example, the City of
Los Angeles has made a six-fold increase in funding for
homeownership and forged new partnerships with many local
affiliates of national partners, including NeighborWorks
offices, Fannie Mae, Freddie Mac, Habitat, Home Builders and
Manufactured Housing.

Mortgage craedit in rural America is being improved through
new partnerships involving the USDA’s Rural Housing and
Community Development Service, Freddie Mac, Fannie Mae,
state housing finance agencies and others.
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i SETTING NEW HOUSING GQALS FOR FANNIE MAE AND FREDDIE MAC,
HUD MAKES MORE MORTCAGES AVAILILABLE FOR WORKING FAMILIES

WASHINGTON- -The Department of Housing and Urban Development
tHUDY will publish a final rule Friday, Dec. 1, requiring Fannie
Mae and Freddie Mac to make sgubsgtantial mortgage resources
available for America's working families.

'

h As industry leaders, Fannie Mae and Freddie Mac are critical

Lo Fresident Clinton’s National Homeownership Strategy. The GSEs
are partners in this strategy and, as such, are committed to its
goal ¢f increasing homeownership to reoord levels by the year 2000.
#

4 In the current goonomic environment, the new HUD’s action

"cranslates into approximately $150 billion of capital for mortgages

o low- and moderate-incoms families and residents of underserved

neighboarhoods.
:

The Federal National Mortgage Association {Fannie Mae) and the
Federal Home Loan Mortgage Corporation (Freddie Mac) are the
nation’s Lwo largest government spongored enterprisas (G8Es). By
providing a secondary mortgage market, they finance 70 percent of
all conventional, conformming home mortgages in the country.

"HUD’s £inal rule helps focus Fannie Mae's and Preddie Mac’s
consideraple resources toward America's working families,® said HUD
Secretary Henry G. Cisneros. “This will help to engure that
creditworthy families with low or modest income are not denied

‘accesg Lo mortgage credit.

i

i'j

*Fannie Mae and- Freddie Mac are already working to achieve
this objective, and they are demonstrating that improving
homeownership opportunities for more working families is not justg
good public policy; it is good business.”
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' The final HUD rule establishes affordable housing goals but
lets the (G8Eg decide how to achieve them., HKJID oversees the GSEs’
parformance, Cisnercs said, but the Department wants to allow the
GSEs to lead the market without governmental micromanagement.

L HUD'g final rule implements the Federal Houslng Enterprises
Financial Safety and Soundness Act of 13%2 (GSE Act}. Congress
enacted thig law to encourage greater participation by Fannie Mae
ani Preddie Mac, private businessss, public agenciesg,  financial
ingtitutions, and housing providers in expanding homeownership and
affordakle housing opportunities tar very-iow, low- and modorate-
1n?cm£ families.

% In addition to the housing goalg, HUD‘g new rule contains
provisions for fair lending, new program approval, reporting, data
gollection and dus process.

fl *The percentage of the GSEs’ business devoted to very low-,
low- and moderate-income families has increased dramatically since
the statute was enacted in 19%%Z.,% said Cisnerocs. "The houging
goals are reasonable and achievable, and I am confident that the
GS8Es, with their management and operational strength, will have no
difficulty achieving these goalg.®

J In preparing the rule, HUD evaluated more than 163 written
comment g and sought further input from the GSEs, industry trade
groups, comminity leaders and other federal, state and logal
agencies,

" As a result of this process, Cisneros sald, HUD officials are
cenfident the final rxrule represgenty a responsive, flexible and
workable framework for achieving the law’s objectives,

4 :
In the GSE Act, Congress charged HUD with setting three
housing goalg established as a percantage of total unitsg financed
by Fannie and Preddie each vear. The goals ave defined in the rule
ag follows:

Goal 1888 1997-83

Low- and meoderate-income goal 40% 42%
Special affordable goal 13% 14%
Geographically targeted goal 21% 24%

The apecial affordable goal covers families with vaery low-
incomes and those with low-incomes living in low-income areas. The
geographically targeted goal focuses on families in central cities,
rural areas and other underserved areas.
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! Trangition housing goals for the three categories have been in
place gince the GBE Act was passed. During this pericd, Fannie Mae
exceeded all three performance goals while FPreddie Mac excesded the
low- and moderate-income goal.

The GSE Act further requires that HUD establish fair lending
reguirements for Fannie Mae and Freddie Mac that prohibit these
institutions from engaging in discrimination. = The £inal rule
reflects the statutory language prohibiting this discrimination.

The Act aleso requires HUD to review and approve proposed new
Faunnie Mae and Freddie Mac programs to ensure that they are
consigstent with the G8Es’ charters and not harmful to the public
interest or the institutions’ financial condition. The Act
eutablished a aumber of reguirements including data collection,
roporting and due processg, defined more fully in HUD's f£inal rule,

*Ihne GSEs are well-managed, highly profitable companies,®
Cisnerosz said. "They are congressionally chartered, shareholder-
owmed corporations which receive substantial federal benefits in
order vo achisve public purposes Iin  the housing markets.
Supporting and expanding the mortgage market for very low-, low-
and nmoderate-income families supports the public purposes
envisioned by Congress in chartering Freddie Mac and ¥annie Mae.*

!
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CISNEROS UPDATES PARTNERS ON HOMEOWNERAHIP HFPORTE:
% HEW INITIATIVES MARK AN ACTIVE SDMMER
4 -
i WASHINGTON, [D.C. -- The National Partners in Homeownership
have made tremendous progress toward achieving Fresident Clinvon’s
goal of raising the national homeownership rate to an all-time high
by the year 2000, Housing Secretary Heanry G. Cisneros said today.

Cisneros spoke today at a quarterly meeting of the Parinerg --
an unprecedented alliance of 58 organizations from the housing
industry, the lending community, governwent and non-profit,
community groups. ‘ -

"Having increased the homeownership rate to 65.4 percent of
ell American households -- the highest rate in 18 years -« we are
naking strong progress toward achieving President Clinton’s goals,”
(isneros said. "The work of the partners, coupled with the nation’s
continuing strong economic growth, is helping wmore and more
Imericans become homedwners.® .

]

On trhe sconomic front, Cisneros cited the 10.5 million new
“obs created undey President Clinton’s leadership: an unemployment
rate below 6 pearcent f£or the past 22 months, dropping to 3.1
percent in August; and relatively low interest rates. For the last
three and one-half years, interest rates have averaged 7.% percent
~- well below the 10 percent rates of the 1980s.

Thege factors have contributed to Americans’ confidence in the
2conomy and to the decisions of more Americans bto buy homes,
t2igsneros said.

"l

N Cisneros alsc specifically touted the progress made by the
Partners toward achieving objectives get at last February's
partnership meeting:

: ® Raising the wvisibility of the National Homeownership
: Strategy and the Partnership; .

* Accelerating ocutreach to nnderserved populations; and
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Cisneros Updates Partners on Homeownership Efforts
i
? L Underscoring the importance of sgtrong, long-term local
) partnerships supplementing the national sffort.

A

J The effort to provide homeownsrahip for more Americans was
highlighted by June’s National Homeownsrship Summit -~ attended by
more than 1,400 people and addressed by the President; by the seven
ragrional summits held in Denver, Portland, Pittsburgh, Miami,
Kangas City, Oakland and Lansing; and by outreach agtivities
sponsored by a number of the National Partners.

Wicth the homeownerghip rate for minorities more than 20
purcentage points lower than the national average, and the rate of
homgownership for female-headed households at just 50 percent, HUD
hag recently announced a series of outreach initiatives bLo- these
undersarved groups.

A

’ The Departmem hag announced a Homeownership Opportunities for
Women program and is working with lenders to develop computerized
uniderwriting models that are sengitive to gpecial circumstances
faced by women homebuyers. Through a partnership with the Congress
of Naticonal Black Churxches, HUD will offer homebuyer education and
coungeling classesg to help increase the homeownership rate among
Aflrican Americans. ¥Finally, the Department is xreaching out to
potential Latino and Asian American homebuyers through targeted
meirketing of FHA leoan programs.

Cisneros said that a oumber of the National Partners,
ircluding the Natiomal Association of Realtors, the Mortgage
Benkerg Agscociation, Fannie Mae and Freddie Mac, have recently
reaffirmed cthely commitments to help close gaps and serve those who
heve previously not been well served by the homebuying system.

At February’'s quarterly meeting, , the Natiocnal Partners
ceomivted to establishing local partnerships, and sco far more than
7¢ such groups have been identified. These groups, structured along
tre lines of the national partrnership, are able to target local
needs, whether they are in the area. of lending, counseling,
sutreach or downpaymant and homebuying assistance. '

" The National Partners in Homeownership were organized in 1894
in responge to Presgident Clinton’s challenge to raise the national
memeownership rate to a record 67.5 percent of all U.S. households

by the end of the year 2000. The group works to increase the.

nomeownership rate by reducing the costs of buying and owning a
home, simplifying the homebuying process, and expanding
opportunities for  Thomeownership to typically underserved
comuunities including women, African hmerza&n&, Latinos and young,
first-time homebuying families.

- " Qver the past twe years, the nation’s homeownership rate has
clxmb&ﬁ by & recoxrd 1.6 percentage points to the 15-year high of
654 percent. With the addition of 700,000 new homeowning families
during the 2nd quarter of this year, the number of homeowners
reached 66.1 million -~ the largest numbey ¢f homeowners in ouy
nation’s history.
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? PRESIDENT CLINTON SIGNS LEGISLATION EXPANDING

) CFHA'E REVERSE MORTGAGE INSURANCE PROGRAM
]

, Pregident Clinton signed into law on March 28 a maasure
(Public Law 104-120) expanding the Federal Housing
Alministration s reverge mortgage demonguration program, which

enables older Amermc&ns Lo tap the equity in their homes to mest
living expenseas.

? The new law extends the FHA’s Home Bquity Conversion
Mortgage (HEQM) Insurance Demonstration program to the year 2000
and expands from 15,000 Co 50,000 the number of such loang thag
FHA may insure. The program is alss expanded to include
properties with two- to four-family unite if the elderly
bomgowner occupies one of the units.

i
’ These changes, effective 1mmed1at@ly, will greatly axpand .
the program, making it available to elderly homsowners in all
prtates except Texas and in the Distriect of Columbia and Puerto
Rico.

The reverxge mortgage program enableg elderly homeowners to
convert eguity in their homses to monthly streams of income and/or
lines of credit to mset their financizl needs--and yet continue
ro live in those homes. The FHA program was designed to
introduce the reverge mortgage concept to the private gector
rortgage markets and encourage them to participate in offering
gimilar plans.

"Congiderable progress has been made in promoting the
reverse mortgage concept,® said HUD Assistant Secretary/FHA
(onmmissioner Nicolas P, Eeteinas. *"This new law will enable
further expansion and finetuning. This program can be a
financial godsend for many older people who need urgently need
nore cash income and have substantial equity in thedir homes M. ... e

~
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Page 2
Retsinas noted that the private markets have responded

strongly and are novw offering more reverse mortgage plans,
inzluding. one recently introduced by the Federal National
Mortgage Association {(Fannie Mae}, FHA is considered a pioneer
HUD No. 26-74 in testing and advocating the reverse mortgage
concept.

FHA streamlined the HECM Demonstration in 1993 by permitting
HEZM lenders to directly endorse HECM loans for FHA-insurance,
Orher rulemaking to further streamline the program is in process.
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! FHA AND FREDDIE MAC ANNOUNCE PILOT
2 TO TEST AUTOMATED UNDERWRITIRG OF FEA LOANS

" WASHINGTON, D.C. -- The Federal Housing Administration (FHA)
and ¥Freddie Mag¢ will begin a six-month pilot program using an
FHA-gpecific version of Freddie Mac’s Loan Prospector® {Loan
Prospecior ﬁar FHA Loans) to automate the underwriting of FHA
loans.

¥

The coopsrative gffort, outlined in the Statement of
Understanding signed today, is aimed at:

* atudying how autcmated underwriting technology can help
to expand markets to wmore credit-worthy borrowers;

| * making the origination of PHA laaﬁx more sfficient and
affordable; and

. ensuring that the use of automated underwriting

vechnology will not adversgely affect borrowers served
g by FHA,

*Thiz pilot regresaatﬁ the Naticonal Partners in
Homamwnership at their best,® said Henry ¢. Cisnercog, Secretary
of the U.8. Department of Housing and Urban Development.
*Pooling the resources of the private sector with those of the
guovernment, we are striving to increase the nation’s
homeownership rate to its highest level ever. This pilot brings
together Freddie Mac, mortgage lenders, and FHA in a test of how

noew techuncologies can make FHA work better for more American
families.”

‘ *This joint initiative offers a glimpse of the mortygage

méirket of the future -- a future where FHA loans can be processed
by lenders in days instead of weeks,” sald Leland €. Brendsel,

~OTre -
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Chairman and CEQ of Freddie Mac. "By reducing costs and bringing
grreater efficiencies to the mortgage market, we will enable more
people to own their own homes."

h Freddie Mac took a sample of FHA loans made in 1991 and 1992
and built a statigtically-based, mortgage scoring model to
prredict the likelihood of default specifically for FHA loans.
This model wag integrated into software that allows Loan
Prrospector for FHA Loans to perform a risk evaluation within four
m%nutes.

|

i Lenders will be able to access Loan Prospector for FHA Loans
by linking directly through their loan origination system. In
addition to the risk assessment, the system will evaluate the
application against FHA statutory requirements (i.e.,
downpayment., geographic loan limits, maximum locan amount},
elligible product types, and additional FHA credit guidelines.

The system will report its assessment to the lender who will make
the ultimate credit decision. During the pilot, FHA will agree
with individual lenders to modify some of the documentation or
credit requirements for loans that receive a favorable risk
assegsment.

b

" Freddie Mac and FHA said that they expect that eight,
geographically diverse, FHA-approved lenders, including current
Loan Prospector users and new users, a housing finance agency and
a non-profit, will participate in the six-month pilot, with four
to six thousand loans being made under the demonstration.

Loan Prospector is a sgervice developed by Freddie Mac that
provides a lender with a risk evaluation and a decigion whether
Frreddie Mac would purchase that loan, using loan application,
credit, and property information to evaluate a potential
borrower’s ability to meet a mortgage obligation. Freddie Mac is
actively working to expand the uses of Loan Progpector to meet
the needs of lenders.

"Wwith this initiative, Freddie Mac takes a big step forward
in underwriting FHA loans with Loan Prospector, " said David
Glenn, President of Freddie Mac. "We’'re well on our way to
providing lenders with a single automated underwriting service to
process virtually all of their mortgages.™

FHA also is releasing a Mortgagee Letter that outlines the
st.eps that FHA uses to evaluate requests for approval of
altomated underwriting sygtemsg. FHA encourages any sponsor of an
automated underwriting system to obtain FHA loan data, to develop
mortgage scoring models sgpecifically for FHA loans, to

-more-
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demonstrate to FHA the predictive power of their system, and to
demongtrate to PHA that the system can be ugsed in a manner that
helps FHA achieve its public mission and does not facilitate
digerimination, '

SEHA presents a unigue opportunity to demonstrate to the
market a responsible approach to integrating automated
underwriting into the mortgage husiness, * Federal Housing
Commigsionaer Nicolas P, Retsinas said. “We must move forward
with new technologies, but only after we carefully evaluate the
impact of their use and desgign strategies to ensure that their
uge gerves our migsion of expanding homecwnership opportunities.?®

The Federal Housing Administration was created in 1834 to
provide mortgage insurance on home mortgage loans., For over 62
years, PHA has pioneered low-down payment and long-term
nertgages, allowing over 24 million American families to achieve
hemeownership., ‘Teday, FHA insurance allows lenders to make loans
ugdng more flexible underwriting than they use for coanventional
lcans, including lower downpayments, c¢loging cost financing, and
higher debt-to-income ratios. Last year, 70 percent of FHA-
irsured purchase money morigages were made to first-time
hemebuyars.

T Freddie Mac is a stockholder-owned corporation established
by Congresg in 1970 to create a continuous flow of funds to
rnortgage lenders in support ¢of homepwnership and rental housing.
Freddie Mac purchases mortgages from lenders and packages them
into securities that are sold to investors. Over the years,
Freddie Mac has helped finance one in gix American homes.
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CISNERQS RELEBASES INDEPENDENT AUDIET CONFIRMING
THAT FHA’S FINANCIAL HEALTH I8 GREATLY IMPROVED

WASEINGTON--& onoe~troubled PFederal Housing Administration
FHAY insurance fund has shown marked financial improvemsnt three
axs in a yow under the Clinton Administyation, FHA'g audired
nanamal statements revealed teday.

Housing Secretary Henry G. Cisneros announced the audit
findings and pointed to other signg that the aggre551ve
rzinvention of every aspect of FHA’s business is paying dividends
for American taxpayers, communities, and homeowners.

! The audit, conducted for HUD's Inspeotor General by ths
independent firm of EPMG, Peat Marwick LLP, provides an
independent assessment of HUD's progregs. in restoring FHA to
financial health after the agency’s crippling weaknesses eaxliex
ia the decade.

5 "A healthy FHA masang greater homeownership and affordable
housing opportunities for those low- and moderate-income families
that the private sector cannot or will not sexve," Cisneros
satd. "A healthy FHA algo has contributed greatly to the surge
in homeownsxrship since President Clinton took coffice. In the
past three and a half vears, 3.1 million more Americang have
bgcomne homeowners.®

. Conbtrasting the Figures released today with those for 1382
shows marked improvement during the Clinton Adwministrabtion:
|

4

* FHA’s Mutual Mortgage Insurance (MMI} Fund, which backs
i single-~family mortgages, has now exceeded Congressional
goals for the year 2000 -- five years ahead of
gschedule. The MMI Pund’'s capital ratio (a measure of
the fund’sg cushion against unexpectad 1nsurance los&&g)
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increased to 2.05%, exceeding the
Congressional target of 2.0% for the year
2000. In 1992, the ratio was only .43%, far
less than the Congressional goal of 1.25% for
that year. The economic value of the MMI
fund has more than quadrupled to $7.086
billion since 1992 after technical insolvency
at the beginning of the decade.

Multifamily Lo=zg Reserves continue to decline,
illustrating lower risk to taxpayers of future
insurance losges. At the start of the Administration,
HUD reported that troubled loans in the multifamily
insurance portfolio required FHA to set aside $11.9
billion in a loss reserve -- twice as much as during
the previcus year. Each year since, that reserve has
declined in size. This year it is $8.4 billion down
from $%.5 billion last year.

Annual claims on single family loans have dropped to
the lowest level since FY 1986. In FY 1995, FHA claims
dropped 11%, down tec 65,503 from 73,228 in FY 1994 and
83,563 in FY 1992.

Inventories of properties acquired after default and
foreclosure have dropped significantly. At the end of
FY 1985, HUD owned only 77 multifamily properties, down
from an all-time high of 178 at the end of FY 1$93.

The single family property inventory dropped to an
eleven-year low of 24,196, down from 34,814 in FY 1992.

Inventories of single family and multifamily notes,
assigned to HUD, have leveled off., FHA's aggressive
loan sale program has reduced the multifamily note
portfolio to 1,708 by the end of FY 1995. Single
family note sales and additional multifamily sales
since the end of the fiscal year have reduced these
portfolios yet further.

The audit also concludes that FHA has put in place multi-
year plans to address long-term management weaknesses. Progress
has been made in each of these areas despite shrinking resources
and significant barriers to change.

"Progress has been made possible by the efforts of FHA
enployees to reengineer our business from top to bottom," FHA
Commissioner Nicolas P. Retsinas said.

-- more --



In recognition of these efforts, 10 tsams of FHA emploveesn
received 1596 Hammer Awards from Vice President Gore's National
Pzriormance Review. Thisg vyear's winnersg joiln FHA employses on
five Hammer Award-winnling teams last yeay. Theme awards
czlebrate FHA employees efforts to make government more
efficient, more responsive to customers, and leas Costly to
Laxpayers, {See attached list of Hammer Award winners.i
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FHA WINNERS OF THE
1296 HAMMER AWARD

Ten teams of Federal Housing Administration (FHA} emplovees
have won 1996 Hammer Awards from Vice President Gore’s National
Parformance Review.

The winning teams and Leam leaders are:

1.

[#%]

HUD Mortgage Sales Tsam: for developing an aggressive
program to sell defaulted single family and multifamily
HUD-owned mortgages, freeing staff to monitor insured
loans and praducing, so far, $672 million in savings to
fund new multifamily business and deficit reduction.
Leaders: Audrey Hinton and Joe McCloskey.

FHA Comptroller Paperless Processing Implementation
Team: for implementing four paperless processing
proiects using Blectronic Data Interchange {EDI),
reducing the time for each interaction bebween a lender
and FHA from over Lwo weeks to two davs.

Leader: Ken Tucker

Voucher Procegsing Team: for developing a prototype
automated centar to consclidate post-payment voucher
reviews once copducted in each local field office,
improving financial controls and customsr service and
reduging review timas by 75%.

Leader: Stephen Burgess

Public Inquiry Communications Team: for developing an
automatad gystem Lo respond ro homecwner inquiriesg
concerning premium rvefunds, reducing response time from
up to three months to three-five days.

Leader: Ken Tucker

Raengineering FHA Business Practicez Team: for
streamlining the reguirements and processes Loy FHA
lender approval, reducing for example, branch
application processing time from two-three weeka L one
day.

Leader: BRill Heyman

Multifamily Innurance Applications FagtTrack Procesgsing
Team: for developing & new system for processing
selected multifamily insurance applications that
redused processing costs by 20% and timeframes by 60-
T5%.

Leaderxs: John Tayvlor and Tom Cusack

Single Family Development Paperwerk Reduction Team: for
eliminating and congolidating papérwork required in the
origination of an FHA-insured loan.

Leader: Dick Manuel
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8. Multifamily Property Dispesition Demonstration Team:
for developing a model partingrship between the federal
government, a state housing financs agency. and the
low- and moderate-income residents in multifamily
housing developments that HUD has acguired through
foreclosure £or the management and sale of those
properties.

Leader: Casimir Kolaski

T T e o A — T T i S

9. Naighborhood Networks Team: for an initiative to
; facilitate job training, education, and
' microenterprises where people live -- in FHA-~insured or

j HUb-assisted multifamily housing projects.
Leader: Chris Creex

g

10. Multifamily Special Workout Assistance Team [(SWAT):
for giving teams of asset managers new btechnigues to
deal with severely troubled projects and wmake owners
and managers maxke needed changes vo protect the
residents and the taxpavers’ invéstment in FHA’ s $44
hillion insured portfolic. '
Leader: Vyllorya Evans

The National Performance Review {(NPR) wag establighed by
President Clinton in 1983 to develop and implement strabtegies to
mike the Federal government more efficient, more responsive to
cnatomars, and less costly to taxpayers. The Hammer Awards
recognizae Federal workers who have made significant ¢ontributions
Ly NPR's goals.
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Deploying FHA’s Mortgage Scorecard and
Automated Underwriting Technaologies

The US. Department of Housing and Urban Development (HUD) s
reengineering FHA’s business process 1o fully deploy automated underwriting
{AU) technology. This Al technology includes a mortgage scorecard which is an
electronic algorithm designed to assess the risk of default on a morigage and the
main component of most automated underwriting systems (AUS).  The
Depariment’s Office of Policy Development and Research has developed a
mortgage scorccard, which HUD plans to make available to all FHA lenders. The
Department has completed techrnical development, and is sddressing 8 number of
implementation issues related to the most effective manner of deploying the
seorecard for lender use, managing the overall funciionality and operations of the
scorecard, and the information technology resources needed to support FHA’s

automated underwriting eflorts. Moreover, this effort is an example of FHA's

intention to develop a comprehensive electronic interface between lenders, AUS
vendors and FHA.

Morigage scorccards such as the FHA “universal™ scorceard provide an objective
evaluation of the risk of defaulf on a mortgage based on mathematical analysis of
prior loan performance. The morgage scorecard allows the morigage insurer
more accurately and objectively assess the risk on a loan and determine 1 it is
willing to insure that loan based on credit imformation and application variables.

Several private sector mortgage insurers operate morigage Scorceards as do
Fannic Mae and Freddie Mac. Mercover, Freddie Mae operates o service for
evaluating FHA morigages through its AUS {Loan Prospector} which has been
approved for commercial use on FHA mortgages by the Department.  Fannie
Mag's Destiop Underwriter and PMI Mortgage Services” pmiAURA for FHA
were approved just recently.

Currently, the three AU systems described above have proprictary mortgage
scorccards specifically  designed to evaluate FHA loans, However, [for
consistency and 1o evaluate the rsk of loans nut scored through FHA-approved
proprictary systems, FHA has developed its own mortgage scorceard.  FHA
intends fo make 1ifs scorecard widely available to all FHA lenders. The
Deparunent intends to begin deployment of the FHA "universal™ seorccard on
existing privaie agiomated underwriting systems {AUS) by the end of 2000,

The Depaniment developed optimal methodologies for mortgage scorecard
deployment and loan<evel data transmisston with AUS vendors and mortgage
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lenders, as well as credit risk, portfolio management, and quality conirol
activities,

SOW-AUS Deployment 2
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Chart 1

FHA Single Family Mortgage Insurance

FHA Endorsements By Loan Purpose
Number and Dollar Amount

Purpose of Loan

Purchase Refinance Total
FY Endorsed Number MtgAmt ($M) Number MitgAmt ($M) Number MtgAmt ($M)
1993 564,926 $41.811 372626 27,015 937,552 $68,826
1994 683,747 $53,998 653,660 $46,226 1,337,407 $100,224
1995 523,174 $41,280 62,357 $4,303 585,531 $45,584
1996 662,466 $55,267 132,282 $10,816 794,748 $66,083
1997 709,448 $60,885 80,367 $6,972 789,815 $67,858
1998 836,459 $75,375 253,088 $24,734 1,090,447 $100,108
1999 826,607 $88,735 363,543 $35,201 1,290,150 $123,936
2000 846,566 $86,895 73,315 $7,332 819,881 $94,227
Grand Total 5,753,393 $504 247 1,992,138 $162,600 7,745,531 $666,846
, Purpose of Loan
: Purchase Refinance Total
' FY Endorsed Number MtoAmt ($M) Number MtgAmt ($M) Number MtgAmt ($M)
\ 1993 60.3% 60.7% 38.7% 39.3% 100.0% 100.0%
! 1994 51.1% 53.9% 48.9% 46.1% 100.0% 100.0%
'. 1985 89.4% 80.6% 10.6% 9.4% 100.0% 100.0%
I 1996 83.4% 83.6% 16.6% 16.4% 100.0% 100.0%
| 1997 89.8% 89.7% 10.2% 10.3% 100.0% 100.0%
! 1998 76.7% -~ 75.3% 23.3% 24 7% 100.0% 100.0%
l 1699 71.8% 71.6% 28.2% 28.4% 100.0% 100.0%
2000 92.0% 92.2% 8.0% 7.8% 100.0% 100.0%
; Grand Total 74.3% 75.6% 25.7% 24.4% 100.0% 100.0%
;
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Chan 2
EHA Single Family Morlgage Insurance

FHA Endorsements By Race of Borrower

Number and Percent
Number FY Endorsed
fata iRace 543 1954 1555 1335 1997 1958 1995 2040 Grand Tot)
Niumber VWhite FE2 565 1,002 454 368 467 543,548 B Rz 706,878 812,878 534 474 £ 207 a6
Biack 71.5%8 197 508 73,604 $O.058 B3 57 135,778 170,182 143 547 886 587
Arpericas indisn 374% 5738 340 £005 4,259 5424 5,908 2960 36,487
fsian American 15,858 2807 . T80 15,481 15,048 23,252 25,400 18,119 156,283
Hispanic #3818 143,531 1,853 190,384 133,750 191,006 222 813 178,613 1,163,848
Cthes Minodity 5083 8,717 8412 8 3 18,770 26,294 50,638 50,184 184,256
Unknown 541 875 Tk 229 1,675 3.726 2,074 3,554 11,274
Mighmt (34} Vihite $54,765 376,478 $30.638 §4490G 44,1332 $E63,619 376,710 $53,830 445,182
Biack $5.008 $3.688 35 525 %7108 BT, 66 $12,166 $16,019 §13,439 $18.707
American ndian $274 3415 §238 528 $364 §487 §585 $40% $a,012
Asian Amperican 31.568 $2 401 $1,095 $1,491 - 91,504 $2,486 $2,859 $2,223 315,848
Hispanic 35,468 511,528 ° §7.482 $10, 566 $11,833 $18,484 $22.433 318,706 $107 518
Other Minarity 5519 3851 3562 $1,578 $2,032 $2,703 $5,075 $5.107 $18,437
Wknown $35 %39 $48 §74 $138 5165 3265 $2327 $1,088
Totat Nombar H37 552 1,357,407 565 551 794,748 FEU 815 1.060.447 1,290,150 §19,881 7,745,531
Total MtgAmt (3M) $68,876 $100,224 345 584 $66,063 $67 854 5100,109 5123.936 $94,227 $E66, 846
Parcent FY Endorsed
Duln Race 1953 1554 1955 1596 1997 1958 1993 2031 Grand Total |
Nurober White A0.3% T7.2% B8.1% £9.0% 65.9% B4 8% 63.0% 52 1% 68 5%
Black 7.7% 8.5% 12.5% 11.3% 11.8% 12.8% 13.2% 14.5% 11.4%
Aroerican lndia 0.4% 0.4% 05% 0.5% 0.5% 5% 5% 0.4% a.5%
Agisn Arnarican 2.6% Z.0% 2.0% 1.9% 2.9% 4%, 2.0% 2.0% 20%
Hispanie 8.9% 10.7% 15.1% 15.1% 18.9% 17.5% 17.5% 19.2% 15.08
Other Minarity 06% 07% 10% 1.9% 2.5% 2.4% 35% £.5% 2.4%
Unknown 0.1% 0.1% 0.1% 0.1% 0.2% o 9% D2% 8.3% 0.1%
Bt At (SM4) Vitite 796% 76.3% €7.2% 53 0% HE B8 £3.5% 81.5% S7.0% 56.8%
Blwek 7.4% 8.7% 12.1% 10.8% 11.3% 12.5% 12 9% 14.3% 14.4%
Auverican Wndian 0.4% O.4% B.5% 05% 05% &.5% 6 E% 0.4% 5.5%
Agshan Aenprican 4% 2.4% 2.4% 2.3% 2% % 23% 24% 2.4%
Hispanis R4 11.3% 16 4% 00 +7 5% 18.5% 18,4 19.9% 18.1%
Ok Mirenty G5% oE% . 1.0% 2 3% 0% 5% £1% 5 4% 2.8%
Urtknoven &.4% 2.0% 8.1% 0.1% £.3% £ 1% SI% 0.3% 8.2%
Total Numbe: 00.0% 1B00% 100.0% 190.0% 13 0%, 0. 0% 100 0% L% 10G.0%
Tolal Mighme (38} +00.0% 1000% 106.0% 0% 300.0% 50 1%, e 0% 105% 100 5%
RO
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Chanrt 3

FHA Single Family Mortgage Insurance
FHA Endorsements By Type of Homebuyer

Number and Dollar Amount

Number Type of Homebuyer
First-Time Repeat Total
FY Endorsed Number MtgAmt ($M) Number Migdunt ($M) Number MtgAmt {$M}
1993 376,593 527,784 188,327 314,047 564,920 541,811
1994 447 283 835,311 236 493 318,887 883,748 $53,988
1995 364,184 $28677 158,984 312803 523,173 $41,280
1696 478,988 $ag 18 183,481 315,550 £62.466 $55,267
1997 535,328 545 768 174,122 15,116 708 448 $60.885
1998 §70,568 360,473 165,894 $14,801 836,458 $75,375
169949 Ta4,167 $71.048 181,840 17 088 v28 647 $88.735
20040 - B85,008 $70.006 161,560 $18,88¢ 846,586 386,895
Grand Total 4,302 684 $378, 784 1,450,701 5125482 8,753,385 $504,246
Percent Type of Homebuyer
First.Time Repaal Total
FY Endorsed Number NigAmst {3V Number pMegAmt (8M) Number MigAmt {3M)
1883 88.7% 658.4% 33.3% I38% 160.0% $60.0%
1984 £5.4% 85 4% 34 8% 34.8% 100.0%] . 100.0%
1985 89 6% 68.5% 33.4% ;5% 100.0% 100.0%
19886 T2.3% 71.9% 21 28.1% 106.0% 100.6%
1357 75.5% 75.2% 24.5% £4.8% 100.0% 100.0%
1988 80.2% 80.2% 16.8% 18.8% 100.0% 100.0%
1888 80.4% 80.1% 19.6% 19.8% 100.6% 100.0%
20600 80.3% 84.6% 19 1% 18.4% 100.0% 100.0%
Grand Total 74 8% 75.1% 25.2% 24.9% 100.0% 100.0%
101232000
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Chart 4

FHA Single Family Mortgage Insurance
First-Time Homebuyers By Race of Borrower

Number and Percent

Number FY Endorsed
Data Race 1993 1994 19985 1996 1997 1998 1999 2000 Grand Total
Number White 281,247 320,521 238,064 316,241 342 BOG 417 629 447 071 384,982 2,749 561
Black 39,823 52,306 50,168 S8, 846 66,821 52,080 109,064 105,086 574,194
American Indian 1,458 1,743 1,586 2,476 3,027 3,313 3,352 3.034 20,354
Asian American 8,386 10,080 8162 9,694 11,294 14,925 15384 14,342 92 447
Hispanic 43 265 60,009 61,101 . 82,545 97 568 130,318 147,786 144,325 766,919
Other Minority 2412 2,609 3,707 8,972 13,805 12,299 22110 32,526 98,420
Unknown 2 a 1 7 5 3 1) 711 729
MtgAmt (3M) Wihite $20,435 924,752 318,419 $25,724 528811 $35,90 $41,938 $35,674 $235,655
Black $2,798 $3,980 $3.785 34,571 55,354 35,4979 310,142 $18.,511 $49,259
American Indian $108 $133 $150 3195 5257 3288 $318 $308 $1,760
Asian American $783 3985 $762 3946 1117 %1,658 51,743 $1.761 $9,656
Hispanic 33435 $5,190 35,192 " §7.307 35,740 $12,374 $14,693 $15,338 $72.270
Other Minority $204 $272 3358 3970. $1,4458 $1.273 $2,213 $3,343 $10,091
Unknown 30 S0 E 4] 31 # S0 $0 $72 574
Tota! Number 376,993 447,253 354,185 478,985 535,326 §70,565 744,767 635,006 4,302,634
Total MtgArmt (3M) 527 764 %3531 $28,677 335,718 $45,769 560,473 $71.046 370,006 5378,764
Percent FY Endorsed
Data Race 1993 1994 1955 19596 1997 1598 1599 2000 Grand Total
Number Vhite 74.7% 71.7% 65.6% 68.0% 64.0% 52.3% 60.0% 56.2% 63.9%
Black 10.6% 11.7% 13.5% 12.3% 12.5% 13.7% 14.6% 15.3% 13.3%
American Indian 0.4% D.4% 0.5% 0.5% 4.6% 0.5% 0.5% 0.4% 0.5%
Asian American 22% 2.2% 2.2% Z.1% 2.1% 2.2% 2.1% 21% 2.1%
Hispanic 11.59% 13.4% 16.8% 17.2% 18.2% 19.4% 19.8% 21.1% 17.8%
Crther Minority 0.6% 0.6% 1.0% 1.9% 2.6% 1.8% 3.0% 4.7% 2.3%
Unknown 0.0% 0.0% 0.0% 0.0% Cc.0% 0.0% 0.0% 0.1% £.0%
MtgArrmt (3M) White 736% 70.1% B4.2% 64 5% 63.0% §1.0% 55.0% 55.2% 62.2%
Black 10.1% 11.3% 13.2% 11.5% 11.8% 13.4% 14.3% 15.0% 13.0%
Amencan Indian 0.4% 0.4% 0.5% PO 915% P . DE% 0.5% 0.4% 0.4% 0.5%
Asian American 2.8% 2.8% 2.7% T 2.4% 2.4% 2.6% 2.5% 25% 2.5%
Hispanic 12.4% 14.7% 18.1% 18.4% 19.1% 20.5% 20.7% 21.9% 15.1%
Cther Minority 0.7% 0.8% 1.3% 2.4% - 2% 21% 3.1% 4 A% 2.7%
Unknown 0.0% 0.0% 0.0% 0.0% C.0% 0.0% 0.0% 0.1% 0.0%
Total Number 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
Total MigAme (3M) 100.0% 100.0% 100,0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
122000
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Clinton Presidential Records
Digital Records Marker
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This is not a presidential record, This is used as an administrative
marker by the William J. Clinton Presidential Library Staff.

This marker identifies the place of a publication,

Publications have not been scanned in their entirety for the purpose
of digitization. To sce the tull publication please search online or
visit the Clinton Presidential Library's Research Room.
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