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Just this morning the Obama administration released its plan for reforming the nation’s mortgage finance system and “winding down” Fannie Mae and Freddie Mac, as well as shrinking the federal government’s overall role in housing finance.  The Administration’s plan has four broad components, including: 

1) winding down Fannie Mae and Freddie Mac and helping to bring private capital back to the market
2) fixing fundamental flaws in the mortgage market
3) better targeting government support for affordable housing
4) implementing long-term reforms
The first part of the plan of winding down Fannie and Freddie involvement and bringing back private capital would include:

· Increasing Fannie Mae and Freddie Mac guarantee fees as if they were held to the same capital standards as private banks or financial institutions.
· Reducing conforming loan limits and allowing existing levels to reset as currently scheduled on October 1, 2011 to the levels established in the Housing and Economic Recovery Act of 2008 (HERA).
· Phasing in 10 % down payment requirement for any mortgage that Fannie or Freddie guarantee.
· Winding down the investment portfolio of Fannie and Freddie at a rate of no less than 10 % per year.
· Returning the FHA to its “traditional role” and encouraging the private sector to increase market share as Fannie and Freddie contract at the same time put into place a 25 basis point (0.25 percent) increase in the price of FHA’s annual mortgage insurance premium, which will be part of the administration’s FY2012 budget request.
The second part of the plan would focus on “fixing fundamental flaws” in the housing finance market, including increased consumer protections, increased accountability and transparency in the securitization process and servicing and foreclosure reforms.

The Administration’s plan also calls for better targeting support for affordable housing including:

· Reforming FHA to include lowering the maximum loan-to-value ratio for qualifying mortgages.
· Greater support for affordable rental housing to include increased FHA lending within the multifamily housing market.
· Dedicated funding for affordable housing.  Specifically, a “budget-neutral” financing mechanism to support homeownership and rental housing objectives that current policies do not adequately address.
The final part of the Administration’s plan deals with longer-term reforms. The plan lays out 3 options:

1) A privatized system of housing finance with the government insurance role limited to FHA, USDA and the VA (Department of Veterans’ Affairs.
2) Similar to Option 1, but with an additional guarantee mechanism that would come into play during times or crisis.
3) A privatized system with FHA, USDA and VA assistance for low- and moderate-income borrowers and catastrophic reinsurance behind significant private capital.
While it is unclear how Congress will respond to the administration’s plan, Congressman Scott Garrett (R-NJ), the House Financial Services Subcommittee Chairman overseeing Fannie Mae and Freddie Mac, who has called for a complete elimination of the government-sponsored enterprises (GSE’s), stated “I’m encouraged to see the administration included a number of reform ideas that track closely with my own.”  Garrett has indicated he intends to pursue four overarching objectives in developing GSE reform legislation, including: 

· Protecting American taxpayers

· Ending bailouts

· Returning private capital to the housing market

· Decreasing government exposure to housing

He has also called for eliminating the GSE’s mandate to promote affordable housing.  That is NOT good news. 
What We Are Reading


A column in today’s Dublin Courier Herald informs us that Georgia Congressman Lynn Westmoreland, who was recently appointed to the House Financial Services Committee, is trying balance the need for financial services regulation with practical solutions to keep troubled banks solvent.  According to the DCH column, Congressman Westmoreland was able to successfully amend the Financial Services Committee Oversight plan (with unanimous support) to encourage FDIC regulators to not force banks to write down asset values, and thus diminish scarce working capital, on loans that are “performing” (current with payments) even if the underlying collateral of the loan has been reduced in value.  Westmoreland believes that while the FDIC has been instructed to offer flexibility when reviewing the underlying value of performing bank assets, the field examiners have not received the message.  This is a major reason why Georgia leads the nation in bank failures, with disastrous consequences for many small local banks and the communities they serve.  Said Congressman Westmoreland, “We need to make sure the examiners on the ground are taking everything into account when reviewing our smaller, community banks.  They are the engine behind local economies and their continued failure is one of the top threats to small business and economic growth in Georgia.”  Thanks Congressman!
The weekly newsletter for the Georgia Public Policy Foundation ran my favorite quote of this week, from Georgia Congressman Tom Price –

“Our government is intended to be a servant of the people.  Our framers designed Constitutional limits on government because they feared that any institution run by men will always and ultimately tend toward increasing the power of the governors at the expense of the governed.  They believed, from their experience as colonists and subjects of the British Crown, that rulers will thirst for power if unchecked.  They believed that government, like fire, is a useful tool if controlled, but a dangerous destroyer if not.”

Well said, Congressman Price.  I’m not sure why, but that somewhat reminds me of another favorite quote of mine:
“He who robs Peter to pay Paul can always depend upon the support of Paul.”

And in case you missed the last News & Views …

The next meeting of the GMHA Board of Directors will be Thursday, February 17, in Atlanta.  One of the items on the agenda will be a presentation by Rod Carnes, the Deputy Commissioner for Non-Depository Lending at the Georgia Department of Banking and Finance (DBF).  Rod will be addressing the Board because …

We Have Some Great News (for a change!)


… the DBF has issued an interpretive letter regarding their enforcement of the provisions of the SAFE Act, which will provide MUCH more clarity for MH retailers and community owners, with regards to what functions they can perform without being licensed as a mortgage loan originator.  The letter is attached to this newsletter, and I encourage you to read it as quickly and carefully as possible.  


As you should know, the SAFE Act is a federal law for which the responsibility for enforcement is delegated to the states, in Georgia’s case the DBF.  Perhaps the biggest challenge for both the state and our industry has been that HUD has never issued a final rule on the final provisions of the SAFE Act, and there has been growing speculation in Washington that they may not.  That is because the federal oversight of SAFE has been transferred to the new Consumer Finance Protection Bureau, which will not even be fully operational until this summer, and it’s anyone’s guess on how long it will take this new government agency to get up to speed.  The interpretive letter from the Department will provide much-needed clarity to this long-confusing situation.  We acknowledge that legislation would be the best solution, or in lieu of that, new rules and regulations would be the next best option.  However, because the CFPB will likely, at some point, get around to addressing the issue, the DBF felt it best to go with the interpretive letter at this time.  We should be extremely grateful to the Department for their willingness to take this action.  This letter basically explains how the law is to be enforced in Georgia and since the folks at DBF are the ones who will be enforcing it, our members should be able to adapt their business model accordingly.


Please understand, this letter does NOT say that we are back to doing business just like in the days before SAFE.  The benefits of the Interpretive Letter apply to chattel loans.  Some important points to consider are:

· If you are doing land-home deals, you are going to need to be licensed as a mortgage loan originator, and all MLO’s must be “attached” to a mortgage broker.  Even before SAFE, retailers handling land-home financing were required to be licensed as mortgage brokers.  That is not going to change.  The “mortgage loan originator” is another layer of regulation that we are not going to be able to get rid of, due to the political climate resulting from years of mortgage fraud and abuse perpetuated by both the site-built industry, and by us before that.  Like it or not, we brought part of this on ourselves, and now we’re paying the price.
· If you are or are planning on receiving any financial incentives from a lender, you must be licensed as a mortgage loan originator.

· No MLO license will be required for those retailers or their employees who are performing only administrative or clerical tasks in connection with the sale or lease of a manufactured home.  You cannot negotiate rates or terms, but you can explain them.  You cannot help the customer fill out the credit application, but you can review it to make sure that the lender is getting all their necessary information.  As a retailer or community owner (CO), you can pull credit for the purpose of qualifying the customer for how much house you think they can afford, but not as part of the loan process.  That will need to be done by the lender.  We suggest that you draft a disclaimer letter that you have the customer sign, so that they know that the credit check you do is not for the loan.  

Again, this is not a return to “the good ole days”, but it should be a tremendous help.  We started discussing this type of letter with the Department back in late November/early December, and we are extremely grateful to Rod Carnes, Deputy Commissioner for Legal & Consumer Affairs Judy Newberry, and DBF Commissioner Rob Braswell for their continued efforts and cooperation in making the enforcement of the SAFE Act as palatable for our industry as possible.  
