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Federal Housing Finance Agency
1625 Eye Street, NW
Washington, DC 20006
Attention: Public Comments

RE:  Federal Housing Finance Agency Interim Final Rule: Affordable Housing Program
Amendments; RIN No. 2590-AA04

To Whom It May Concern:

The Federal Housing Finance Agency (“FHFA”) issued an Interim Final Rule (“Rule”)
regarding implementation of Section 1218 of the Housing and Economic Recovery Act of
2008 (“HERA") requiring the FHFA to permit the usage of Federal Home Loan Bank
(“FHLBank”) Affordable Housing Program (“AHP”) homeownership set-aside funds to
refinance low- and moderate-income households’ at-risk mortgages. The proposal also
requests comments on whether the Rule should expand the use of these funds beyond the

. Federal Housing Administration’s (“FHA") new Hope for Homeowners {(“H4H") program
and how the standards for other programs will assure housing affordability and
sustainability under the refinanced loan.

This letter sets forth the comments of the Federal Home Loan Bank of Pittsburgh (“Bank”)
with respect to the Rule. We appreciate the work of the FHFA on this issue and the
opportunity to comment.

Expanding rates of mortgage delinquency and foreclosure continue to be leading drivers of
a deepening economic recession. As the economy slows and home prices fall, additional
homeowners may find themselves owing more on their home than it is worth and
increasingly behind on their bills. In many markets, foreclosures are reaching all-time highs
and the prospects of worsening conditions remain.

While the national housing market has languished due to the conditions noted above,
the climate of the housing market within each FHLBank district, or regional housing
market, is unique. In order to best respond to the distinctive needs of each district,
the Bank requests the final rule to be flexible allowing FHLBanks to use the AHP
subsidy in tandem with established state or other federal programs designed to
restructure or refinance mortgage loans and avoid foreclosures based on the specific
circumstances in their districts.
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The purpose of the AHP is to make housing affordable and to make affordable housing
more available. While the AHP has traditionally been used to acquire, construct or
rehabilitate housing, it is appropriate that the AHP would be used also to preserve the
affordability of housing for lower-income households. The Bank believes the use of the
AHP funds to provide subsidies for refinancing or restructuring existing at-risk owner-
occupied mortgages is an excellent way to impact the mortgage crisis.

The Rule, citing a preference for synergy and efficiency, designates the H4H program,
passed by Congress as a portion of HERA, as the sole conduit for using the AHP funds for
refinancing at-risk homeowners. Unfortunately, the H4H program has had limited success
with only 111 assistance applications received nationally during the first month of
availability. In response, on November 19, 2008, the FHA announced more flexible rules
for the H4H program designed to increase the willingness of both lenders and consumers
to take advantage of the product.

Recognizing the need to adjust the implementation and rules of the H4H program, U.S.
Department of Housing and Urban development Secretary Steve Preston said, “Clearly,
meaningful changes were needed. These modifications should increase lender participation
and help more families who are having difficulty paying their existing mortgages, but can
afford a new affordable loan insured by HUD's Federal Housing Administration.”

While we are encouraged by the FHA’s quick adjustments to the H4H program, the lack of
participation by lenders and homeowners is troubling and suggests that a wider range of
programs at the national, state and local level are needed to address and prevent
foreclosure. Accordingly, the use of AHP funds by a wider set of programs would have a
more immediate and significant impact.

The Bank strongly supports using the AHP funds to help homeowners participating in other
refinancing programs, including those offered by State Housing Finance Agencies ("HFA")
or federally sponsored programs. In many states, HFAs are leading the foreclosure
mitigation effort, and some HFAs are offering innovative products that address the unique
conditions in their respective states. Ideally, the AHP final rule will provide sufficient
flexibility so that the FHLBanks can align the AHP set-aside with the parameters of HFA
and other refinance programs.

The Pennsylvania Housing Finance Agency (“PHFA”) initiated two new programs in 2008
to address foreclosures. The REfinance to an Affordable Loan Program (“REAL") offers
eligible homeowners a chance to refinance a delinquent mortgage, up to 100 percent loan-
to-value, into a thirty-year fixed loan. Currently 216 Pennsylvania lenders participate in the
program compared to the H4H program’s 18.

If a homeowner does not qualify for REAL, the PHFA also offers the Homeowners’ Equity
Recovery Opportunity Loan Program ("HERQ"). Under HERO, the PHFA purchases the
delinquent mortgage and resets the payments to an affordable amount. To date, 171
Pennsylvania homeowners have been assisted through REAL and HERO. The average loan
amount is $123,000 and the average household income is $54,000.
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The brochures for REAL and HERO programs are attached. These are two excellent
examples of the innovative programs offered at the state level designed to mitigate
foreclosures. There are many other examples throughout the nation that exist or are in
development.

In order to align with the H4H program, and any other programs that may be allowed by
the final rule, it is recommended that the FHLBanks be permitted to:

1) Rely on the income calculation completed by the program provider to determine
whether participating households meet the 80 percent of the area median income
requirement. For example, under the H4H program, the FHA's methodology used to
determine a participant’s income may be different than the method used by an
FHLBank, resulting in two income amounts for the same household. If the
FHLBanks are permitted to use FHA’s income calculation in this example, it would
reduce confusion and streamline the administrative process; and

2) Rely on certifications by the program provider that the participant (homeowner)
meets their eligibility requirements. For example, under the H4H program, the
FHA's or the participating lender’s certification that the homeowner has met the
program requirements, along with a determination that the participant is at or below
80 percent of the median income, should be sufficient to satisfy eligibility for the
AHP set-aside funds.

In summary, the Bank suggests including the AHP's statutory elements in the final rule -
targeting funds to low-/moderate-income households and adding the permission to use the
AHP in conjunction with federal- or state-approved foreclosure mitigation programs.

The success of the AHP since its inception in 1989 is due to the flexible nature of the
funding. Unlike other governmental sources, the AHP dollars can be utilized in a number of
ways for a variety of projects provided they meet criteria set by the FHFA and the
individual FHLBank Board of Directors. Moreover, the required consultation with the
Affordable Housing Advisory Councils serves as an excellent mechanism to ensure the
most effective use of the AHP funds. The use of the AHP dollars to assist at-risk
homeowners should function in the same manner, allowing each FHLBank to target funds
to make the greatest impact within their district while adhering to a set of basic
parameters set by the FHFA. Within this framework, the AHP dollars would be available to
participants in the H4H program, HERO, REAL and other qualifying initiatives, significantly
expanding the reach of the funding.

On behalf of the Bank, | again thank you for the opportunity to comment on the Rule.

Sincerely,

, mf/) /? ( )Ml

Enclosure
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