Update

i. Dave Stevens Confirmed as FHA Commissioner
On July 15, David H. Stevens, former President and Chief Operating
Officer of the Long and Foster Companies, was sworn in as Assistant
Secretary for Housing/FHA Commissioner at the Department of
Housing and Urban Development. He was confirmed unanimously by
the U.S. Senate on July 10. President Obama's pick for the position, Mr.
Stevens was strongly endorsed by NAR and will oversee HUD's major
housing programs and the FHA mortgage insurance fund.

ii. Five More States Institute First-Time

Homebuyer Tax Credit Loan Programs
Five additional states have instituted or are instituting First Time
Homebuyer Tax Credit Loan Programs. In addition to the 10 states
currently offering programs, lllinois, Florida, Nebraska, Virginia, and
Texas are or have implemented programs with various rules to
monetize the credit at the closing table. For more information on the
programs to monetize the credit and other ways state housing finance
agencies are helping first time homebuyers, visit the National Council of
State Housing Agencies webpage at
http://www.ncsha.org/section.cfm/3/34/2920.

iii. Senator Isakson Introduces Bill to Extend,

Expand Homebuyer Tax Credit
Senator Johnny Isakson (R-GA) and 9 cosponsors have introduced S.
1230, a bill that would increase the homebuyer tax credit to $15,000
and extend it to all purchasers. It would extend the credit past
December 1, 2009 by making the new credit available on the date of
enactment (whenever the bill might get signed) and for one year after
the date of enactment. Unlike current law, the proposed expanded tax
credit would not be refundable. As a result, existing state-level bridge
loan downpayment programs would be less available because the
purchaser/taxpayer will not know his/her tax liability at the time of
purchase.

It is not known when this legislation might be considered, as both tax-
writing committees are working solely on health reform. In addition,
the proposal has not yet been scored for revenue purposes. HUD
Secretary Donovan has expressed concern about whether extending
the credit to all purchasers would reduce the inventory of houses
available for sale. He noted that in most cases a current owner must sell another home before purchasing a new one.

NAR is pleased that so many legislators have shown interest in extending and/or expanding the credit. As noted in last
month’s update, several House members have also introduced bills on this subject.

iv. Congress Unlikely to Consider Tax Measures, Including Tax Credit, Until October
The health reform efforts in both the House and Senate will completely dominate the agenda in both tax-writing
committees throughout July. Accordingly, their leaders have announced that they will not take up expiring provisions,
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including the first-time homebuyer tax credit, until they have disposed of the health reform legislation. Thus,
extension and possible expansion of the $8,000 tax credit is unlikely to be considered until about October. NAR
encourages its members to complete pending transactions as soon as possible because of the potential for uncertainty
as the December 1 expiration date approaches.

A preliminary analysis, conducted by NAR’s Research department, indicates that the implementation of the Home
Valuation Code of Conduct (HVCC) appears to be having adverse impacts on the housing markets. HVCC stems from an
agreement between the state of New York and the two secondary mortgage market companies Fannie Mae and
Freddie Mac to curb inaccurate appraisals. Through a statistically representative survey of the membership, NAR has
developed information on the subject. A preliminary analysis of REALTOR® responses includes the following:

e Approximately 76 percent of real estate practitioners say the time to obtain a completed appraisal increased

after May 1, the effective date of the HVCC.
e Sixty-nine percent of those reporting increased appraisal times reported an increase of more than eight days.
e Lost sales were reported by 37 percent of respondents.

More findings from the survey are available online. Although the agreement is with the state of New York, the two
mortgage companies apply the rules to all the mortgages they handle, so the impact is nationwide.

In addition to NAR’s Survey on HVCC, NAR President Charles McMillan has met with the Federal Housing Finance
Agency (FHFA) and Fannie Mae and Freddie Mac, to discuss the HVCC issue. In these meetings, each entity recognized
the need to clarify requirements of the HVCC. FHFA head James Lockhart said he will consider issuing a press release
to clarify HVCC issues. Fannie Mae and Freddie Mac said they're considering issuing more "frequently asked
questions." Also discussed was a possible joint effort among NAR, Fannie and Freddie, the Appraisal Institute, and
FHFA to issue a document similar to NAR's "Myths and Facts" HVCC flyer. McMillan had earlier met with the New York
Attorney General's office on the same topic.

In discussions between NAR and Fannie Mae, Fannie Mae has reconfirmed its short sale commission policy and established
a process for REALTORS® to follow if issues arise. On February 24, 2009, Fannie Mae sent Announcement 09-03 to its
servicers instructing them not to negotiate commissions on short sales below the amount negotiated by the listing agent,
unless the commission exceeds 6 percent. The Announcement reminded servicers that third party approvals (i.e., private
mortgage insurers) may be required and can affect commissions.

In response to concerns raised by NAR that some servicers of Fannie Mae loans are unaware of this policy or believe it is
not binding, Fannie Mae has established a process for NAR members when short sale commission issues arise.

e Step 1Determine whether the loan is owned or guaranteed by Fannie Mae. Only the holder of the loan is allowed
to do this, so do so in the presence of your client or after obtaining their written permission. Visit
www.fanniemae.com/loanlookup or call: 1-800-7FANNIE (8am to 9pm Eastern Time)

e Step 2If the servicer is unaware of or disagrees with the policy, provide a copy of Announcement 09-03 to the
servicer and negotiate an appropriate commission based on the listing agreement (up to 6 percent).

e Step 3Contact Fannie Mae if the dispute is not resolved directly with the servicer. Be prepared to provide the
property address, name of owner, and Fannie Mae loan number (if available). You can either call: 1-800-7FANNIE
(8am to 9pm Eastern Time) or email: Resource center@FannieMae.com.

On July 1, 2009, Federal House Finance Agency (FHFA) Director James Lockhart joined Treasury Secretary Timothy Geithner
and HUD Secretary Shaun Donovan in announcing a major expansion of the Obama Administration's Home Affordable
Refinance Program for Fannie Mae and Freddie Mac loans. The change will allow current borrowers with loan-to-value
(LTV) ratios of more than 80 percent up to 125 percent (formerly 105 percent) to qualify if they meet other program
requirements. This significantly expands eligibility for the program which allows borrowers to lock in today's lower rates or
move into a fixed rate product. Higher fees will apply to loans with LTVs above 105 percent, but the program includes lower
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fees for borrowers who opt for a 20-year or 25-year term, to build equity faster and reduce interest payments over the life
of the loan. The easiest way for borrowers to find out if they have a Fannie Mae or Freddie Mac loan is to go to
www.MakingHomeAffordable.gov and click on "loan look up."

The Obama Financial Regulatory Reform Plan, announced on June 17, 2009, would change the regulation of all lenders and
their holding companies, give the Federal Reserve Board supervisory power over large and complex entities that pose a
systemic risk to the financial system, create a new consumer protection agency, and provide for managing future financial
crises. Key objectives include restoring consumer and investor confidence in the nation's financial system. Of particular
interest to REALTORS®, the plan would create a Consumer Financial Protection Agency to consolidate and expand the
regulation of consumer protection laws related to mortgage loans and other financial products, including the Truth in
Lending Act and the Real Estate Settlement Procedures Act. NAR is reviewing the associated proposed legislation and
determining the full implications for the industry and the appropriate course of action.

Lenders will be subject to new disclosure requirements for mortgage loans under the Federal Reserve Board Truth in
Lending Regulation (Reg Z). The new regulations were expected in the fall but the Fed chose to advance the release and
make the new requirements apply to loan applications filed on or after July 30, 2009. The new rules are complex and
compliance will be a challenge for lenders. REALTORS® will want to learn the basics so they can advise clients of potential
delays and the new procedures. Here are key highlights of the changes:

e The new requirements apply to all mortgages secured by a borrower's home, including primary and second homes
and refinancings. Investor loans continue to be exempt.

e Lenders must give good faith estimates of mortgage loan costs within 3 business days after the consumer applies
for a loan (early disclosure). The lender may not collect any fees before the disclosure is provided, except for a
reasonable fee for obtaining a credit report.

e The closing may not take place until expiration of a 7 day waiting period after the consumer receives the early
disclosure.

e [f the annual percentage rate (APR) increases by more than 0.125 percent, the lender must provide a corrected
disclosure to the borrower and wait an additional 3 business days before closing the loan.

e The APR includes not only the interest rate on the loan but certain other costs related to settlement, so it will be
important for any fees that affect the APR to be as accurate as possible, as early as possible, to minimize the need
for a corrected TILA disclosure.

e The consumer may modify or waive both waiting periods for a documented personal financial emergency, but must
receive the disclosures no later than the time of the modification or waiver.

Building off of two years of formal hearings and discussions, the health care reform debate has begun in earnest in
Washington, D.C. Congress has set an aggressive timeline for debate with the goal of delivering a final bill to President
Obama by October 15. Five committees — Senate Health, Education, Labor and Pensions, Senate Finance, House Energy and
Commerce, House Education and Labor and House Ways and Means — are involved in drafting health reform legislation. In
the Senate, two bills, introduced by HELP Committee Chairman, Edward Kennedy (D-MA), and Finance Chairman, Max
Baucus (D-MT) respectively, will be considered and then conferenced into one bill that will be put before the full Senate. In
the House, the process will be more simple as the three chairs of the respective committees, Henry Waxman (D-CA),
George Miller (D-CA) and Charles Rangel (D-NY), plan to introduce a single joint measure.

In the Senate, Senator Max Baucus (D-MT) continues to work with both Democratic and Republican members of his Finance
Committee on drafting a reform bill that could successfully garner bipartisan support. If discussions are successful, a
Finance reform bill could be introduced the week of July 13. The Senate Health, Education, Labor and Pension (HELP)
Committee continue to work through 300+ filed amendments to Chairman Edward Kennedy's alternative health reform bill.
HELP deliberations began again on July 13. And in the House, plans to introduce a formal reform measure on July 10
faltered as the chairmen of the three committees with jurisdiction continued to deal with concerns of moderate Democrats
needed to assure successful passage of a reform bill. Plans are now to introduce the bill early in the week of July 13 with the
Energy and Commerce Committee to begin consideration shortly thereafter.
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As outlined, all three bills would provide the self-employed, small employers and those without employer-provided
insurance with access to an Exchange that would offer an array of private insurance products that are governed by a
uniform national set of rating and underwriting rules. Insurance products offered through an Exchange would be available
to all eligible applicants regardless of their health history, be guaranteed to be renewed, and would not contain any pre-
existing condition exclusions. In addition, premiums would be set on the basis of a limited number of factors — type of
policy, geographic location and age — that would not include health status or claims history. By establishing new rating
rules, standardizing administrative functions and creating larger pools of insureds, proponents of the bills believe that
premiums will be reduced.

NAR has already submitted comments to the Senate HELP Committee on the Kennedy measure and will comment on each
of the other proposals as they are released. While much remains to be determined and all proposals will be much
amended, many of the elements of the NAR-supported Small Business Health Options Program Act (SHOP) have been, or
are expected to be, incorporated into the drafts.

As the healthcare debate gets underway, NAR continues to advocate for reforms needed by REALTORS®. On Thursday, July
9, the Senate Small Business Committee held a Roundtable discussion with small business representatives to discuss the
needs of the self-employed and small employers. Ron Phipps, NAR's First Vice President, was invited to participate. As one
of two small businessmen — as opposed to representatives of organizations representing small businesses — Mr. Phipps ably
laid out the unique needs of real estate agents, brokers and firm owners that must be considered in the health reform
debate.

In addition to the Roundtable discussion, Mr. Phipps also met with key policy staff in both the White House Office of Health
Reform and the Department of Health and Human Services over the past two weeks. In these meetings, where he
represented NAR, Mr. Phipps explained the health coverage challenges that real estate professionals face, how the various
reform proposals being debated would affect NAR's members and the need for careful consideration of the unique needs of
the self-employed in any reform plan. NAR continues to work with Congress and the Administration to make sure the needs
of REALTORS® are met in a final proposal, but has not taken a formal position at this time on any of the bills being
considered

On Friday, July 10, Representatives John Adler (D-NJ) and Christopher Lee (R-NY) introduced H.R. 3146, the "21st Century
FHA Housing Act of 2009." This NAR-supported bill contains a number of improvements to the Federal Housing
Administration (FHA) single-family mortgage insurance program to insure that it remains available and affordable to
American Families. The bill provides valuable technical corrections that will allow FHA to provide greater access to FHA
mortgage insurance for condominium and energy efficient mortgages. In addition, the bill provides FHA with sufficient
resources to operate safely and effectively. These resources include the ability to hire qualified staff and upgrade decades-
old technology systems. H.R. 3146 will also provide additional risk management tools to ensure taxpayer money is not
threatened, as well as flexibility for the HUD Secretary to develop innovative foreclosure prevention programs. A similar bill
is expected to be introduced in the Senate shortly.

The US Department of Housing and Urban Development (HUD) announced changes to the condominium approval process
for FHA insured mortgages in their release of Mortgagee Letter 2009-19. These changes are made in accordance with the
Housing and Economic Recovery Act of 2008 (HERA), which prescribes changes to FHA's Section 203(b) Condominium
Program. FHA will now allow lenders with unconditional direct endorsement authority to determine project eligibility
(subject to rules laid out in the letter), review project determination, and certify to compliance of the National Housing Act.
The lender is required to retain all the project legal documents, contracts, plans, insurance coverage, and other
documentation in connection with their review and approval of the condominium project. HUD will continue to maintain a
list of approved condominium projects. The requirements of the mortgagee letter are effective for all case numbers
assigned on or after October 1, 2009.

Condominium hotels, sometimes referred to as "condotels", timeshares or segmented ownership projects, houseboat
projects, multi-dwelling unit condominiums are not eligible under the FHA Condominium Program. Manufactured housing
condominium projects are now eligible for FHA mortgage insurance. Site Condominiums are considered as single family
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detached units encumbered by a declaration of condominium covenants so condominium approval is not required but the
Condominium Rider must be included in FHA case binders submitted for insurance. The changes regarding site
condominiums are effective immediately.

According to the 2009 National Housing Pulse Surveyannual survey released by NAR, most Americans still consider
having enough money for downpayment and closing costs to be the biggest obstacles to buying a home. The survey,
which measures how affordable housing issues affect consumers, also found job security concerns to be the highest in
seven years of sampling. Two-thirds of Americans think job layoffs and unemployment are a big problem; eight in 10
cite these issues as a barrier to homeownership.

Yet, despite the challenges with the economy and housing market, 83 percent of Americans still believe buying a home
is a good financial decision. Three-fourths of those surveyed also believe now is a good time to buy a home, a number
that has increased steadily the past two years. In fact, one-third of renters are thinking more about buying a home
than they were a year ago. To view the full findings from this survey, please click here.

The 2009 National Housing Pulse Surissgonducted by American Strategies and Myers Research & Strategic Services
for NAR’s Housing Opportunity Program. The telephone survey was among 1,250 adults living in the 25 most populous
metropolitan statistical areas. The study has a margin of error of plus or minus 3.1 percentage points.

On June 23, 2009, NAR hosted a RESPA webinar on the recently decided Busby case, featuring nationally recognized
RESPA expert, Phil Schulman, Esq. Mr. Schulman discussed the court's ruling and how it will affect NAR members. On
April 20, 2009 the United States 11th Circuit District Court for the Northern District of Alabama, Southern Division,
filed a memorandum opinion in Busby v. JRHBW Realty, Inc. d/b/a Realty South. The court concluded that a $149
Administrative Brokerage Fee charged by Realty South violated Section 8(b) of RESPA. To view the entire webinar click
here or visit www.realtor.org/respa.

NATIONAL ASSOCIATION OF REaLTors The 2009-2010 REALTOR® Safety Resources Kit is scheduled to ship via FedEx to
® AEs and brokers the week of July 13. As part of NAR's ongoing efforts to keep
R E A L T o R safety awareness a top priority for our members, we've revised this year's Kit
m F to help you more easily create a year-long safety strategy to launch in
conjunction with the 6th annual observance of REALTOR® Safety Week,
September 13-19, 2009 and continue throughout the year.

REALTOR® SAFETY WEEK — SEPTEMBER 13 - 19, 2009

In the Kit you'll find: step-by-step instructions to create a safety strategy for
your office; updated presentation materials including the presentation and guide, video, handouts and other
resources; plus promotional artwork, articles and quick tips you can share with members throughout the year. The Kit
also includes office forms you can put to use right away. Each quarter, NAR will reinforce the safety message by
hosting free REALTOR® Safety Webinars, and by providing new safety content and promotional materials online at
www.REALTOR.org/Safety. Reminder emails to access new information will be sent regularly. Help us create materials
that are helpful for you and your agents. Email safety@realtors.org with suggestions or call Rebecca Daly at 312-329-
3285.

Last December, the Real Estate Services group hosted a one-day meeting in Washington, DC, between NAR’s Research
department and members of diversified real estate firms to identify the information/data these members need from NAR
to be successful in their business. At this meeting, several people mentioned the idea of holding monthly webinars with
NAR economists on issues and trends affecting the current market. Beginning last month, this idea was implemented and
NAR’s Research department will be hosting monthly webinars moving forward.

On Tuesday, July 28, at 10:00am Eastern Time, NAR’s Research department will host a webinar entitled Commercial Real
Estate UpdateAs a NAR economist covering commercial real estate, George Ratiu will discuss current market conditions,
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investment trends and financing issues, as well as look to the future regarding the commercial market sectors. To register
for this webinar click here or go to www.realtor.org, click on the Right Tools, Right Now icon and look for the “Research
Tools” section.

This webinar follows another webinar held on June 30, Maximizing the Member Profilevhich discussed the newly released
2009 Member Profile and how REALTORS® can use the wealth of information in this user-friendly report to better your
business. To view that webinar, or any of the upcoming monthly webinars, follow the same steps mentioned above.

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 Saturday, November 14 from 9:00am to 10:30am, leading
executives from major 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 Learn ideas for how they can handle the current and future environment.

For more information on the 2009 REALTORS® Conference and Expo or to register, please click here or visit
http://www.realtor.org/convention.nsf/.
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. E-mail your agents the link
to RIGHT TOOLS, RIGHT NOW.
WWW.REALTOR.org/RightTools/Super

2. Your agents access NAR
tools for FREE or AT COST.

3. Sales increase.
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FREE or AT COST. We encourage you and your agents to take advantage of the articles; tools and products avavlable
Getting started is easy, send them to www.REALTOR.org/RightTools/Super and prepare to be praised. =
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