Real Estate
Services

Update June 2009 Update

i. HUD Announces Guidance for Use of Tax
Credit on FHA Loans
ii. Bill Introduced to Extend, Expand

On May 29, 2009, the U.S. Department of Housing and Urban Homebuyer Tax Credit

Development (HUD) announced that borrowers could use the first-time iii. Obama Administration Announces

homebuyer tax credit for a down payment or closing costs on a FHA- Financial Incentives and Uniform Process

insured mortgage under certain circumstances. Since the for Short Sales

announcement NAR has received many inquiries from our members iv. NAR Supports Realistic 2009 Affordable

regarding how this impacts first-time homebuyers in their state. Housing Goals for Fannie Mae and
Freddie Mac

Currently, 10 state housing finance agencies (HFAs) offer a product v. NAR Supports Secondary Mortgage
buyers can use that will effectively monetize the tax credit for down Market

payment purposes. Generally, these programs offer tax credit advances
with second liens on the home being purchased. The second lien may
be "soft" (silent) or require monthly payments but may not result in
cash back to the borrower and may not exceed the total amount
needed for the down payment, closing costs, and prepaid expenses.
The 10 states offering these programs are Colorado, Delaware, Idaho,
Kentucky, Missouri, New Jersey, New Mexico, Ohio, Pennsylvania, and
Tennessee. Other states are developing programs so members are
encouraged to regularly follow up with their respective HFA or visit the
National Council of State Agencies credit web page.

vi. Pending Home Sales Up for Three
Months in a Row
vii. House and Senate Committees Address
Real Estate Labeling Issues
viii. President Obama Signs Bill Designed to
Limit Foreclosures
ix. HVCC Page Available on Realtor.org
x. Dave Stevens Nomination to FHA
Commissioner Still Under Consideration
Xi. Announcements

For all other states where such programs do not exist the tax credit

may not be used to fund the 3.5 percent downpayment required for FHA loans. As always, the 3.5 percent downpayment
may be a gift from a family member, employer or nonprofit, charitable organization. FHA-approved nonprofit organizations
and FHA-approved lenders may monetize the tax credit for down payments in excess of 3.5 percent, closing costs and
interest rate buy downs. Mortgage industry leaders have indicated that this type of product may not be immediately
available to consumers.

Several House members have introduced bills reflecting their support for the homebuyer tax credit and urging that it
be expanded and extended. NAR is saluting their efforts, but has not endorsed any particular approach. The bills have
differing details, but, taken together, all would have beneficial effects on the housing market. NAR anticipates
additional bills in the near future. The bills introduced so far:

e H.R.2562: Ron Kind (D-WI) and 3 bipartisan cosponsors. The bill extends the tax credit through December 1,
2010, but limits the extension to individuals who served for 3 months or more in the military during 2009.

e H.R. 2606: Eddie Bernice Johnson (D-TX). The bill expands the credit to all purchasers, not just first-time
purchasers. The bill extends the credit through December 31, 2010. Her bill also eliminates the repayment
feature that applies to the $7500 2008 tax credit.

e H.R. 2619: Kenny Marchant (R-TX). The bill makes the credit available to all purchasers and also extends the
credit through June 30, 2010. The bill also provides a temporary $3000 tax credit that has the effect of
refunding the closing costs associated with refinancing a mortgage, so long as the refinanced amount was no
greater than the outstanding balance on the mortgage being refinanced.
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On May 14, 2009, the Obama Administration announced its Foreclosure Alternatives Program (FAP) providing incentives
and uniform procedures for short sales and deeds-in-lieu of foreclosure under the Making Home Affordable Program. NAR
had urged the Treasury Department, the Federal Housing Finance Agency, Fannie Mae, and Freddie Mac to take action to
improve the short sales process, urging transparent and uniform procedures.

Eligible borrowers are those who meet minimum requirements under the Home Affordable Modification Program but do
not qualify for a modification or do not maintain payments under a modified loan. Under FAP, servicers, borrowers
(homeowners losing their homes), and second lien holders may qualify for incentive payments. Other program features
include standardized documentation, valuation based on either appraisals or broker price opinions (BPOs), timelines, and
limits on commission reductions. The program terminates at the end of 2012.

The Administration also released a Making Home Affordable Progress Report. More than 75 percent of all loans in the
nation are covered by the 14 servicers that to date have agreed to participate.

On May 22, 2009, NAR President Charles McMillan submitted NAR's comment letter supporting a proposed rule published
by the Federal Housing Finance Agency (FHFA) to reduce the 2009 affordable housing goals for Fannie Mae and Freddie
Mac. FHFA is the federal regulator and conservator of Fannie and Freddie.

NAR generally supports the need to reduce the goals in light of the market conditions described in the proposed rule.
Jumbo conforming loans (loans in high cost areas above $417,000 up to the $729,750 cap) are excluded for purposes of the
goals, which should not reduce such lending, but NAR points out the important role the purchase of jumbo conforming
loans by Fannie and Freddie plays in healthy housing and mortgage markets. Finally, NAR supports counting, for purposes of
the housing goals, Fannie and Freddie loans that are modified under the Obama Administration's Making Home Affordable
Program. It is better to keep families in their homes, and give the GSEs full credit, than to force families to become renters
and only when they return to homeownership allow their loans to be counted towards the housing goals.

On June 3, 2009, NAR testified before the House Financial Services Subcommittee that a secondary mortgage market model
that includes some level of government participation was necessary to ensure affordable and available home mortgages.
REALTOR® Frances Martinez Myers of Prudential Fox and Roach/Trident, who spoke on behalf of NAR, stated “Fannie Mae
and Freddie Mac serve an important role in expanding homeownership and providing a solid foundation for our nation’s
housing financial system.” She noted that “unlike private secondary market investors, Fannie and Freddie remain active in
housing markets during downturns, using their federal ties to facilitate mortgage finance and support homeownership
opportunities for all qualified borrowers.”

A thriving U.S. housing market and economy will require a secondary mortgage market with safe, sound and dependable
participants. NAR shared with Congress a set of principles for ensuring a robust financing environment for homeownership.
These principles include facilitating the flow of capital into the mortgage market, in all conditions; requiring institutions to
pass on the advantage of lower borrowing costs to qualified borrowers; mandating sound underwriting standards; and
providing rigorous oversight to protect taxpayers.

Record low mortgage interest rates boosted pending home sales for the third consecutive month, with some benefit now
from the first-time buyer tax credit, according to NAR’s latest market data. Lawrence Yun, NAR’s Chief Economist, noted
that buyers are responding to very favorable market conditions. “Housing affordability conditions have been at historic
highs, but now the $8,000 first-time buyer tax credit is beginning to impact the market,” he said. “Since first-time buyers
must finalize their purchase by November 30 to get the credit, we expect greater activity in the months ahead, and that
should spark more sales by repeat buyers.” The Pending Home Sales Index, a forward-looking indicator based on contracts
signed in April, rose 6.7 percent to 90.3 from a reading of 84.6 in March, and is 3.2 percent above April 2008 when it was
87.5. Regionally:

e Inthe Midwest, the index rose 9.8 percent to 90.4 and is 11.1 percent above April 2008.

e Inthe South, the index slipped 0.2 percent to 93.0 in April and but is 3.5 percent higher than a year ago.
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e Inthe West, the index increased 1.8 percent to 94.8 but is 2.9 percent below April 2008.
e Inthe Northeast, the index shot up 32.6 percent to 78.9 in April and is 0.8 percent above a year ago.

Vii. House and Senate Committees Address Real Estate Energy Labeling Issues

Recently, the United States Congress has taken up the issue of building efficiency in the housing market. The House Energy
and Commerce Committee approved H.R. 2454, the "American Clean Energy and Security Act.” Provisions of H.R. 2454 have
been the focus of the Land Use, Property Rights and Environment Committee meetings, Mid-Year Meeting Congressional
Visits and a targeted Call for Action. Thanks to REALTORS®, as approved, the legislation has improved— i.e., 1) it preempts
EPA regulation under development for multi-family and commercial buildings, and 2) eliminates citizen suit provisions to
halt construction projects — but there is still more work to do with respect to provisions that label and rate the energy
performance of real estate (like miles per gallons on cars). However, NAR did succeed in securing new provisions that states
may provide labels at several times other than the property sale and would be prohibited from labeling in a manner that
disrupts sales transactions. Also the bill now includes stricter national building codes for new construction and renovation
which preempt state laws, and there are new civil enforcement penalties for non-compliance.

On the Senate side, the Senate Energy Committee approved the building efficiency title of a broader energy and climate bill.
Again, thanks to REALTOR® visits, heeded calls to action and continuing efforts, the committee reconsidered an initial
proposal that would have established and implemented a real estate labeling program. Instead it adopted a bipartisan
amendment by Sen. Lisa Murkowski (R-AK) in collaboration with Chairman Jeff Bingaman (D-NM) which concentrates on
improving the long-standing existing Energy Star for commercial buildings program. Rather than simply expanding this
program to additional building types, under the committee-approved bill the EPA will evaluate, in the form of pilot projects,
whether the data that is currently used or other data is more appropriate for measuring building efficiency. Among study
elements is how best to measure building efficiency and develop formats for displaying the results in a certificate for
covered building types. These are considerable improvements over the draft bill.

The next step in the Senate is floor consideration although it is not clear whether and when this and other energy titles will
be combined with provisions to "cap and trade" carbon emissions to be developed by the Senate's environment committee.
House leadership is aiming for floor consideration of H.R. 2454 before the July 4th recess. NAR will continue to work with
the members of Congress and make every effort to bring both the House and Senate bills more closely in line with NAR

policy.

viii.  President Obama Signs Bill Designed to Limit Foreclosures

On May 20, 2009 the President signed into law, S. 896, the "Helping Families Save Their Homes Act". This NAR-supported
bill includes provisions to limit foreclosures and keep families in their homes. The bill will expand loan modifications by
providing a safe harbor for mortgage servicers who conduct loan modifications in good faith. The bill reforms the Hope for
Homeowners program, preserving benefits to homeowners while limiting risks to the FHA fund and the taxpayer. The bill
also strengthens oversight of FHA-approved lenders to protect the FHA fund and taxpayers from fraud and abuse. Finally,
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the bill establishes a task-force to investigate mortgage foreclosure fraud. The bill had passed the House and Senate earlier
in the week.

On May 1, 2009, the Home Valuation Code of Conduct (HVCC) went into effect. The HVCC establishes standards on
solicitation, selection, compensation, conflicts of interest and appraiser independence. However, the current appraisal
process remains largely intact. NAR has created a web page, www.realtor.org/hvcc, to serve as a resource for
members to help them understand how this affects their business and the steps NAR is taking to address concerns this
issue has raised.

David Stevens' nomination to head the Federal Housing Administration (FHA) is still actively being considered by the
Senate. Although Senate Banking Committee leaders are trying to sort out issues involving alleged RESPA violations by his
former employer — the real estate brokerage firm of Long & Foster — HUD Secretary Shaun Donovan is committed to
having Mr. Stevens serve as FHA Commissioner. In addition to Secretary Donovan’s support, NAR along with other leaders
in the industry — National Association of Home Builders, Mortgage Bankers Association, Lenders One/National Alliance of
Independent Mortgage Bankers, American Financial Services Association — have distributed letters to Senators Dodd and
Shelby urging them to allow the Committee to confirm Mr. Stevens. As of now, no vote has been scheduled.

During the 2009 REALTORS® Conference and Expo in San Diego, the Real Estate Services program will host a forum
titled “State of the Real Estate Industry”. Scheduled for November 14 from 9:00am to 10:30am, leading executives
from large diversified real estate firms will examine the current and future state of the real estate industry. During this
Forum, REALTORS® will:

e Hear what some of the leading executives of large diversified real estate firms are predicting for the industry

in 2010;
e Discover the key issues real estate firms are dealing with in the current environment; and
e Learnideas for how they can handle the current and future environment.

Recently, NAR's Real Estate Services (RES) program met
with executives from Shorewest REALTORS® in
Brookfield, WI, to discuss the current issues facing the
real estate industry. The visit is part of the ongoing RES
effort to meet with leading real estate firms across the
country.

Pictured from left to right: Ted Dentice, Vice President, General
Sales Manager, Shorewest REALTORS®; Kara Beigay,
Communications Manager, RES; Joe Horning, President,
Shorewest REALTORS®; John Horning, Executive Vice President,
Shorewest REALTORS®; Joe Ventrone, Vice President, NAR;
Brian Chappelle, Consultant, NAR; Kenneth Trepeta, Director,
RES; Howard Glaser, Consultant, NAR; and Don Horning,
Chairman of the Board, Shorewest REALTORS®.
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