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(1) 

HOUSING IN AMERICA: OVERSIGHT 
OF THE FEDERAL HOUSING 

FINANCE AGENCY 

Wednesday, July 20, 2022 

U.S. HOUSE OF REPRESENTATIVES, 
COMMITTEE ON FINANCIAL SERVICES, 

Washington, D.C. 
The committee met, pursuant to notice, at 10:05 a.m., in room 

2128, Rayburn House Office Building, Hon. Maxine Waters [chair-
woman of the committee] presiding. 

Members present: Representatives Waters, Sherman, Meeks, 
Scott, Green, Cleaver, Himes, Foster, Beatty, Vargas, Gottheimer, 
Lawson, Axne, Casten, Pressley, Lynch, Adams, Garcia of Texas; 
McHenry, Lucas, Posey, Luetkemeyer, Huizenga, Wagner, Barr, 
Williams of Texas, Hill, Emmer, Zeldin, Loudermilk, Mooney, Da-
vidson, Hollingsworth, Gonzalez of Ohio, Rose, Steil, Gooden, 
Timmons, Sessions, and Norman. 

Chairwoman WATERS. The Financial Services Committee will 
come to order. 

Without objection, the Chair is authorized to declare a recess of 
the committee at any time. 

Today’s hearing is entitled, ‘‘Housing in America: Oversight of 
the Federal Housing Finance Agency.’’ 

I now recognize myself for 4 minutes to give an opening state-
ment. 

First, I would like to extend my congratulations to Director San-
dra Thompson, who has dedicated her career to promoting access 
to mortgage credit nationwide and protecting the safety and sound-
ness of the housing finance system. Her confirmation marks the 
first time in our nation’s history that a Black woman leads the 
Federal Housing Finance Agency (FHFA). Director Thompson, we 
are very pleased to have you here. 

Today, we continue the committee’s oversight of FHFA. As we all 
know, FHFA is responsible for the supervision, regulation, and 
oversight of the Government-Sponsored Enterprises (GSEs), which 
include Fannie Mae and Freddie Mac, as well as the Federal Home 
Loan Bank System. I know my Republican colleagues have recently 
complained about a lack of oversight hearings pertaining to hous-
ing finance. However, this comes as a surprise, given their re-
peated complaint that this committee has held too many hearings 
on housing, over 30 to be exact. 

Let’s get the facts straight. It was their former Director Calabria, 
who, in December 2020, refused to appear before this committee, 
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despite our repeated requests. And it is Republicans in the Senate 
who have actively impeded our ability to confirm Federal agency 
leadership, including FHFA Director Thompson and FHA Commis-
sioner Julia Gordon. So after 4 years of terrible stewardship by 
former Director Mark Calabria during the Trump Administration, 
I am relieved that FHFA is finally back to fulfilling its intended 
mission. 

Under Mr. Calabria, FHFA made several irresponsible and dan-
gerous moves that harmed borrowers in the housing finance mar-
ket, including attempts to sidestep Congress and release the Enter-
prises from Federal conservatorship. In sharp contrast, Director 
Thompson’s actions have been reasonable, fair, and grounded in 
facts and the law. In just a year, Director Thompson has taken crit-
ical steps to set FHFA on a new path forward by eliminating Mr. 
Calabria’s unnecessary and harmful policies which made it more 
expensive for families to buy or refinance their homes, strength-
ening renter protections, and expanding access to credit through 
the use of additional credit data, like on-time rental payments. 

Director Thompson has worked to fulfill her regulatory mission 
over the Enterprises by recommitting to comprehensive, fair hous-
ing and fair lending practices of the Enterprises. For example, Di-
rector Thompson most recently led the historic effort to require the 
Enterprises to develop and implement equitable housing finance 
plans to address the gross racial inequities on their books of busi-
ness, and to ensure they prioritize innovative, equitable practices 
that benefit everyone. And we expect full transparency in these ef-
forts, including public-facing metrics that show a concrete, measur-
able reduction in racial inequity. 

FHFA plays an instrumental role in our housing finance market, 
especially as our nation continues to face a housing crisis that has 
been made worse by Republicans’ refusal to support meaningful in-
vestments to increase the housing supply, reduce the housing costs, 
and offset inflation. I look forward to continuing our work with Di-
rector Thompson to put borrowers and communities first. 

And now, I recognize the ranking member of the committee, the 
gentleman from North Carolina, Mr. McHenry, for 4 minutes. 

Mr. MCHENRY. Thank you, Madam Chairwoman, and Director 
Thompson, welcome to your first appearance before the committee 
as Director, and we are grateful you are here. We want to con-
gratulate you on your confirmation, and we hope that this is the 
first of many appearances in an oversight fashion for the com-
mittee. I am sure you look forward to that, but in a different way 
than we look forward to it. 

But this hearing is important for many reasons. First and fore-
most is the Federal Housing Finance Agency’s regulation of the 
Government-Sponsored Enterprises (GSEs) such as Fannie Mae 
and Freddie Mac, as well as the 11 Federal Home Loan Banks. 
Combined, these entities hold more than $7.5 trillion in mortgage 
assets, with GSEs financing roughly half of all new mortgages 
originated in the U.S. each year. This makes them arguably the 
most important component of our housing finance system, despite 
the fact that they were put in conservatorship and nationalized 
under Bush 43. 
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The second reason this hearing is important is that it marks this 
committee’s return to actually doing its oversight job. There will be 
more to come of the oversight agenda, but it has been nearly 2 
years since the Chair has held a hearing with FHFA. That was 
when former Director Mark Calabria came to discuss his successful 
COVID response which helped protect homeowners and taxpayers 
from the total economic meltdown that was at the beginning of 
COVID. This earned Director Calabria much praise, followed by an 
unceremonious and unjustified firing by the Biden Administration 
in June 2021. After that, Ms. Thompson served as Acting Director 
for nearly a year. And it has taken another 2 months since her con-
firmation for her to be here before the committee, being invited be-
fore the committee, and there is no telling how long that streak 
would have continued. 

Last month, Housing Subcommittee Ranking Member French 
Hill and I sent a letter to the Chair requesting that she invite Di-
rector Thompson to testify at the June housing hearing. Let’s hope 
this doesn’t turn out to be another case of too little, too late, like 
the Administration’s response on inflation, gas prices, supply chain 
failures, or the rest of the economy. 

Such blatant mismanagement has done real and lasting harm to 
American households. Congress’ neglect of the FHFA and some of 
its recent decisions threaten to do even more harm. As the Chair 
noted at last month’s hearing, ‘‘Rising home prices are directly con-
tributing to inflation.’’ Mortgage rates have nearly doubled over the 
last year to levels unseen since 2008. Meanwhile, instead of work-
ing to maintain stability, FHFA has weakened our housing finance 
system by reducing taxpayer protections and pushing risky new 
schemes. For example, the Agency rescinded the capital and liquid-
ity rule designed to ensure that the GSEs could weather an eco-
nomic downturn. We are concerned about that. 

FHFA has also refused to complete work on the 2020 proposed 
rule on prior approval of new GSE products and pilot programs. 
That is of concern as well. And most importantly, FHFA compelled 
the GSEs to issue disastrous and controversial equitable housing fi-
nance plans which violate the spirit of that proposed rule. This is 
FHFA’s focus as soaring housing costs and mortgage rates price 
hardworking families out of the market. American homeowners and 
prospective homebuyers deserve a fair system in which they can 
reasonably pursue the American Dream, and I think that is our 
shared goal here. 

Inflation and instability do not support that objective, though, 
and I hope that we can use this hearing to get some answers from 
the new Director on her plans to make homeownership an attain-
able goal for all Americans. Thank you, Madam Chairwoman. 

Chairwoman WATERS. Thank you, Ranking Member McHenry. 
I now recognize the Chair of our Subcommittee on Housing, Com-

munity Development, and Insurance, the gentleman from Missouri, 
Mr. Cleaver, for 1 minute. 

Mr. CLEAVER. Thank you, Madam Chairwoman. FHFA’s mission, 
through supervision of regulated entities, is to foster a sustainable 
housing finance system that supports equitable access to both af-
fordable homeownership and rental housing, reaching communities 
of color, rural areas, and other underserved populations, which is 
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a description of my congressional district. Frighteningly, all across 
the United States, there is a widespread lack of affordable housing 
and access to credit, problems that are especially concentrated in 
communities of color, and low- and moderate-income Americans are 
increasingly cut off from housing opportunities. FHFA plays a vital 
role in both promoting equitable access to mortgage credit nation-
wide and in protecting the safety and soundness of the housing fi-
nance system. 

I am very pleased to welcome Director Thompson, who is widely 
respected for her deep expertise and leadership in housing finance. 
Under Director Thompson’s leadership, FHFA has already taken 
significant steps to promote access and protect the financial stand-
ing of the housing finance system, and I look forward to continued 
dialogue on advancing the FHFA’s mission. Thank you, Madam 
Chairwoman. 

Chairwoman WATERS. Thank you, Mr. Cleaver. I now recognize 
the ranking member of the Subcommittee on Housing, Community 
Development, and Insurance, the gentleman from Arkansas, Mr. 
Hill, for 1 minute. 

Mr. HILL. Chairwoman Waters, thank you for agreeing with 
Ranking Member McHenry to invite Director Thompson to our 
committee today. I would urge the committee and the staff to rec-
ognize this responsibility as an annual responsibility under the 
statute to have the Director testify. 

Director Thompson, it’s terrific to have you here. Congratulations 
on your confirmation. 

In just 10 days, the Federal Housing Finance Agency will turn 
14-years-old. In its dual role, both as a regulator of the GSEs and 
the conservator of Fannie Mae and Freddie Mac, FHFA has a huge 
influence over our housing market and the entire American econ-
omy. You have awesome powers. This comes at a time when house 
prices were soaring to record levels and families were seeing their 
mortgage rates skyrocket. So, I look forward to your testimony 
today about your vision for FHFA, your 2021 report to Congress, 
your plans to finalize the long-overdue new products and activities 
rule, and to ensure that taxpayers are protected in the face of what 
I believe is financial laxity in your policies at the Agency. 

And I yield back. Thank you, Madam Chairwoman. 
Chairwoman WATERS. Thank you very much. 
Mr. MCHENRY. Madam Chairwoman, I would ask for a point of 

personal privilege. 
Chairwoman WATERS. The gentleman is recognized. 
Mr. MCHENRY. I just want to take a moment to note a distin-

guished guest we have in the audience, and that is Mr. Clinton Co-
lumbus Jones, who worked on this committee for 24 years before 
making the jump to FHFA, where he is now the General Counsel. 
This is the room where it all started for Clinton. We will skip over 
the HUD time before that, Clinton. 

[laughter] 
Mr. MCHENRY. But I wanted to, on behalf of the committee and 

the 7 Chairs under which Clinton served, say, happy birthday. 
Today is Clinton’s 32nd birthday. 

[laughter] 
Mr. MCHENRY. Happy Birthday, Clinton. 

VerDate Nov 24 2008 17:01 Dec 12, 2022 Jkt 095071 PO 00000 Frm 00008 Fmt 6633 Sfmt 6633 K:\DOCS\HBA201.000 TERRI



5 

Chairwoman WATERS. Thank you very much for welcoming Mr. 
Clinton back in a different position. I don’t want to know about 
him. I want to know about his son. 

[laughter] 
Mr. MCHENRY. Oh, that’s so true. 
Chairwoman WATERS. Thank you. I want to welcome today’s dis-

tinguished witness, the Honorable Sandra L. Thompson, Director of 
the Federal Housing Finance Agency. 

You will have 5 minutes to summarize your testimony. You 
should be able to see a timer that will indicate how much time you 
have left. I would ask you to be mindful of the timer and quickly 
wrap up your testimony. 

And without objection, your written statement will be made a 
part of the record. 

Director Thompson, you are now recognized for 5 minutes to 
present your oral testimony. 

STATEMENT OF THE HONORABLE SANDRA L. THOMPSON, 
DIRECTOR, FEDERAL HOUSING FINANCE AGENCY (FHFA) 

Ms. THOMPSON. Chairwoman Waters, Ranking Member 
McHenry, and distinguished members of the committee, it is a 
great honor to appear at today’s hearing. My name is Sandra 
Thompson, and I am the Director of the Federal Housing Finance 
Agency. I have had a 30-year career as a financial regulator. I 
served more than 2 decades at the FDIC, and just over 9 years at 
FHFA. I was sworn in as Director just last month after serving as 
Acting Director for the past year. 

From my experience through two financial crises, I have learned 
that safety and soundness, and sustainable access to credit, work 
together to strengthen financial institutions, families, and the econ-
omy. Actually, sustainable access to credit requires prudent lending 
standards. The Enterprises have been in conservatorship for nearly 
14 years, and their financial condition is a high priority for the 
Agency. Although the Enterprises are now retaining more of their 
earnings and building capital, it should be noted that there is still 
a long way to go to meet their regulatory capital requirements. 

As of the first quarter of this year, Fannie Mae and Freddie Mac 
combined had more than $80 billion in capital reserves. In Feb-
ruary, FHFA finalized important enhancements to the capital 
framework. These changes have enabled the Enterprises to im-
prove their capital position and have provided them with the nec-
essary incentives to transfer mortgage credit risk to private inves-
tors. This helps protect taxpayers while still requiring the Enter-
prises to hold a substantial amount of capital. 

The housing market has faced several years of rapidly-rising 
home prices and limited housing supply. In addition, interest rates 
have risen nearly 250 basis points in less than 6 months, making 
housing affordability a real challenge. I share your concern about 
the struggle for many homeowners and renters to find an afford-
able place to live. FHFA is taking incremental steps to help in-
crease the supply of multifamily rental housing by raising the En-
terprises’ Low-Income Housing Tax Credit (LIHTC) investment al-
locations, which is an important source of funding for new, afford-
able rental housing. We also require that at least 50 percent of the 
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Enterprises’ multifamily business be mission-driven affordable 
housing. 

FHFA has taken a number of steps to continue providing liquid-
ity in underserved areas. We recently proposed new affordable 
housing goals for the Enterprises and asked them to strengthen 
their duty-to-serve plans. The statutory duty to serve is particu-
larly important because of its focus on areas with a great need: 
rural and tribal areas; manufactured housing; and affordable hous-
ing preservation. 

In addition, the Enterprises have recently published equitable 
housing plans to help identify and address barriers that prevent 
otherwise qualified homeowners from gaining access to mortgage 
credit, particularly in communities of color. Under these plans, 
both Enterprises will consider a borrower’s positive rental history 
in the underwriting of a mortgage. This is data that has not tradi-
tionally been included in the calculation of credit scores. It is one 
step in a series of efforts the Enterprises are exploring to help ex-
pand sustainable homeownership opportunities for underserved 
populations and support a more-equitable housing finance system. 

While there is a lot of attention on the Enterprises, the Home 
Loan Bank System is also important as it provides critical support 
for small and community banks. As we near the 100th anniversary 
of the Banks, now is a good time to reexamine their approach to 
ensure that they continue to serve the needs of today and tomor-
row. We plan to engage a variety of stakeholders in the coming 
months as we complete this review, and, of course, we welcome the 
input of Members of Congress. These are just a few of the many 
ongoing initiatives at FHFA to fulfill its mission of ensuring the 
safety and soundness of our regulated entities and promoting ac-
cess to affordable and sustainable housing. 

Before I close, I would like to acknowledge and thank the dedi-
cated public servants at FHFA who work diligently to accomplish 
our mission. And thank you again for the opportunity to testify be-
fore you. I look forward to working with the members of this com-
mittee and answering any questions you may have. 

[The prepared statement of Director Thompson can be found on 
page 54 of the appendix.] 

Chairwoman WATERS. Thank you, Director Thompson. I now rec-
ognize myself for 5 minutes for questions. 

Director Thompson, FHFA has taken important steps under your 
leadership to begin to address the racial homeownership gap, in-
cluding taking a close look at appraisal disparities, expanding the 
eligibility for more affordable refinance options, and publishing the 
equitable housing finance plans of Fannie Mae and Freddie Mac, 
which marks the first time the Enterprises have had to make in-
tentional plans to redress racial inequities in their books of busi-
ness. Can you tell us more about what your approach has been in 
targeting inequities in today’s housing market, and what further 
steps you might take to help improve equitable access and fair pric-
ing for historically-underserved and excluded borrowers? 

Ms. THOMPSON. Thank you for the question. First, I am a career 
safety and soundness regulator, so everything that we do at FHFA 
has to be grounded in safety and soundness. After the last crisis, 
we learned a very valuable lesson, and the thing that I took away 
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from that is that safety and soundness and access to credit are two 
sides of the same coin. They work hand in hand for the betterment 
of our country. 

One of the things that we have done at FHFA is to focus not just 
on standard business that the Enterprises buy in terms of loans, 
but we have also asked them to focus on underserved communities. 
This includes rural areas, tribal communities, and other areas 
where there is just not enough access to liquidity. One of the more 
recent things that we have done is we have asked the Enterprises 
to look at previously-redlined areas and try to figure out what bar-
riers exist for borrowers who are otherwise qualified, but are not 
able to access credit. We believe that some of the initiatives that 
the Enterprises will undertake in this area will benefit all home-
owners and potential homeowners. 

I will give you the example that I used in my oral testimony. One 
of the things that both Fannie and Freddie are doing is incor-
porating positive rental payments into the underwriting calcula-
tion. This is practical. A home or rent payment is the largest pay-
ment most people make every single month, and if people are able 
to pay their rent on time, why shouldn’t those payments be consid-
ered in terms of determining whether they are able and/or willing 
to pay? 

So, this is an opportunity that was included in the equitable 
housing plan, but it applies to all borrowers or all renters, and we 
just think that things that can be impactful will impact the entire 
population. 

Chairwoman WATERS. Thank you for that answer. I would like 
to go on. While the skyrocketing appreciation of home prices during 
the pandemic has put homeownership even further out of reach for 
many, research from the Urban Institute has shown that there are 
still some communities throughout the country where homebuyers 
can purchase homes for less than $100,000, but only if they can 
pay all in cash, because mortgage lenders are unwilling to make 
such small mortgages. In 2019, over a quarter of all home sales 
were for homes priced at or below $100,000, yet only 1 in 4 were 
financed with a mortgage. These are some of the most affordable 
homes in America, and they are out of reach because of a lack of 
financing. 

Is there anything that FHFA can do to help encourage more 
small-dollar mortgage lending? Is there any legislative authority 
that you need to tackle this issue? I am certainly interested in 
working with you on it. 

Ms. THOMPSON. Certainly, and we believe that small-balance 
loans and providing financing for those loans are very important, 
whether it is to purchase or refinance. One of the items that we 
have directed the Enterprises to look at this year, and it is in the 
scorecard that sets the 4th-year priorities, is to look at ways to en-
hance more small-balance loans. And we will be happy to work 
with the committee on any legislation that would be helpful in that 
area. 

Chairwoman WATERS. Thank you very much, and I will now call 
on the ranking member, Mr. McHenry, for his questions. 

Mr. MCHENRY. Thank you, Madam Chairwoman, and Director 
Thompson, thank you for your career in public service. Your skill 
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set is well-tuned to being a safety and soundness regulator because 
that is what your career is in. So, although markets are different 
than your previous career, you have the skills for this, and I am 
grateful for that, especially considering how large the portfolio you 
oversee is and how important it is to the American economy. 

But let’s start with oversight. Under the statute, you have a re-
quirement to testify annually, so is it your intention to follow that 
statute? 

Ms. THOMPSON. Sir, it is my intention to be at the call of the 
committee whenever they request me to come up, with the Full 
Committee or individual Members. I am happy to do that. 

Mr. MCHENRY. Thank you. We are concerned about trans-
parency. You have a very important agency. You don’t have a 
statutorily-broad requirement for transparency other than the tes-
timony piece of that, and so we would like to hear more about your 
plans going forward. 

But let’s start with what you oversee, which is the housing mar-
ket. We had an all-time low mortgage rate of 2.65 percent, and 18 
months later, we are back to 6, 7 percent mortgages. We have in-
flation. Give me your view on the outlook of the housing market. 

Ms. THOMPSON. Sure. The housing market has been very volatile 
in the past 6 months. As you have mentioned, we went from record 
low interest rates to an increase in interest rates, almost 250 basis 
points in about 6 months’ time. And we have also had a persistent 
supply issue or a lack of not just affordable supply, but supply gen-
erally. When you look at the rising interest rates, when you look 
at the lack of supply, you also have seen an historic increase in 
home prices, which is tempering just a little bit. 

But when you look at all three of these components, it is really 
difficult from an affordability perspective to have borrowers, or pro-
spective borrowers, be able to get homes. Certainly what they could 
afford 6 months ago, they can’t afford now, because the interest 
rates have almost doubled. And it is just an environment that is 
very challenging, and the supply issue is also quite challenging be-
cause there just isn’t enough supply, especially at the entry level, 
for persons to enter homeownership. We look at the characteristics 
of the mortgages that both Fannie and Freddie are buying. We look 
at interest rates. 

And, in fact, after 2021, which was a record year for refinances, 
we looked at the portfolio. And there were still mortgages on the 
books that had been there for a while, that had interest rates of 
over 5 percent, and we were just wondering why people were not 
refinancing or taking advantage of those opportunities. We look at 
trends, we look at risk characteristics, and we look at loan factors 
so that we can make assessments on the risk profile, of the profile 
of the Enterprises. 

Mr. MCHENRY. Okay. Let’s get to that risk profile. Congress, 
from time to time, has had plans to have these Enterprises exit 
from conservatorship, and the Republican side of the aisle put out 
a bill for two Congresses on that. We welcome discussions from our 
committee Democrats on this, and we welcome the housing finance 
reform discussion, and this hearing gives you an opportunity to say 
that to them publicly. But along those lines, there are pros and 
cons to conservatorship and for this sort of halfway point that we 
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have that you are overseeing. What are the cons? What are the 
pros? 

Ms. THOMPSON. First, after coming from the FDIC, I don’t think 
it was anybody’s expectation for the Enterprises to be in con-
servatorship for 14 years, but I would say that some progress has 
been made just in terms of standardization, in terms of alignment. 
When the pandemic arose, for example, we were able to call the 
Enterprises together and put together new policies for loss mitiga-
tion so that borrowers who were impacted would have opportuni-
ties to be reinstated with your mortgages, and the pandemic 
wouldn’t be as impactful as it was. And servicing standards have 
been aligned, data has been aligned for the mortgage industry, so 
there has just been a lot of positive improvements over time. 

The one issue in terms of a con, I would say, is just the uncer-
tainty about the status of the Enterprises. I am the sixth Director, 
and this issue has been in place for four Administrations, six Direc-
tors, and continues just in terms of, what is the future of the En-
terprises? How are we going to get together? And it is just the un-
certainty that is about the future that probably needs to be ad-
dressed by the Congress. But I do think that there are pros and 
cons, and I do think that the decision as to what happens certainly 
is up to Congress. 

Mr. MCHENRY. Thank you. 
Chairwoman WATERS. Thank you. The gentleman from New 

York, Mr. Meeks, who is also the Chair of the House Committee 
on Foreign Affairs, is now recognized for 5 minutes. 

Mr. MEEKS. Thank you, Madam Chairwoman. Thank you for 
having this very timely hearing, and congratulations, Ms. Thomp-
son, on being the Director of the Federal Housing Finance Agency. 
We know that you are going to do a very great job at it. 

Director Thompson, one of the things that I have found to be a 
huge barrier to homeownership in communities of color in par-
ticular is they are crippled by student debt, and it serves as a mas-
sive hindrance to being able to make the next step towards 
generational wealth building. Many years ago, that was one of the 
things that was hard for me. I had all of this student debt, but I 
wanted to buy a house, and there is a different consideration. This 
debt has serious implications for qualification for loans. That is 
what happened to me, but the student debt is not always treated 
the same by the various GSEs. 

I have a bill called the Expanding Homeownership for Borrowers 
with Student Debt Act, which requires certain agencies to more 
fairly treat student loan borrowers looking to obtain an affordable 
mortgage through various programs. What are the positive impacts 
that this type of uniformity and alignment can have on student 
borrowers as their student debt is assessed for loan qualifications, 
regardless of where they seek out their loan? 

Ms. THOMPSON. Thank you for the question, and student debt 
certainly is taken into consideration in different ways throughout 
the mortgage industry. And this is definitely an area that we would 
be able to work with you on in terms of trying to figure out how 
it is assessed today, and how it should be assessed going forward, 
in terms of homeownership and also the impact on credit scores. 
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Mr. MEEKS. Yes, I would love to work with you on that, and I 
will have my office follow up with yours because I am still a big 
believer that the way that we close the wealth gap is homeowner-
ship. Look at folks today, even within the middle of this crisis, with 
the cost of rent, I am still trying to get people to be homeowners. 
And working with you and trying to figure that out is something 
that is of huge importance to me, and I have used a lot of times, 
looking at the young people in my district, I have found that there 
has been a dramatic growth in fintech innovation leading to some 
rapid changes in our financial markets, particularly in the housing 
space, where fintechs are changing the landscape of how under-
writing and mortgage processes operate, including loan origination 
and assessing credit risks. 

Given this rise in fintech, and I see all the young people, they 
are just online. When my daughter was buying a house, they didn’t 
go to the bank. They went to a fintech. But I know that just this 
week, you announced the establishment of the Office of Financial 
Technology at FHFA, which aims to evaluate the use of fintechs in 
housing finance. What are some of the benefits as well as the risks 
you expect the Office to identify, and will this Office look to put ra-
cial equity at the forefront of their engagement with these issues? 

Ms. THOMPSON. Sure. Thank you, and we did this week establish 
an Office of Financial Technology. And, as you mentioned, financial 
technology, or fintech, is used in the mortgage process, and we 
need to get a better understanding of what these products are and 
how they are used, and to make sure that they are used in a safe 
and sound manner. We do think that there are opportunities to use 
technology in the mortgage process because it takes a very long 
time to go from application through closing. And there has to be 
a way to try to make the mortgage process cheaper for the bor-
rower, faster, and also when you use technology, you often get good 
risk management practices. 

One of the things that I have mentioned, and this is something 
that we have learned during the pandemic, is that when the inter-
est rates were really low, people were trying to take advantage of 
refinances, and to refinance, you have to have an appraisal. The 
appraisers didn’t want to go into the homes, and nobody wanted to 
let appraisers in, because this, again, was when the pandemic 
started, and we were able to use technology in a very meaningful 
way and introduced desktop appraisals, and that is now one of the 
staples of the Enterprises. It is one of the things that we learned 
during the pandemic that we have now made a permanent policy. 
And we think that these types of tools can be helpful in the mort-
gage process in terms of making it shorter and also more efficient 
in bringing risk management to the process. 

Mr. MEEKS. Thank you. I see I am out of time, so I yield back, 
Madam Chairwoman. 

Chairwoman WATERS. Thank you very much. The gentlewoman 
from Missouri, Mrs. Wagner, is now recognized for 5 minutes. 

Mrs. WAGNER. Thank you, Madam Chairwoman, and I am so 
very pleased that we are having a most relevant housing hearing 
at last. Director Thompson, I thank you for joining us today. It has 
been far too long since this committee has been able to perform its 
duty to conduct oversight at your Agency. I appreciate your willing-
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ness to be transparent and to be willing to take our calls and meet-
ings. 

With your significant safety and soundness regulatory back-
ground at FHFA and previously at the FDIC, what precautionary 
and preemptive steps are you taking with the GSEs as they head 
into these economic headwinds—that is all we can call them—of in-
terest rate hikes, a lack of housing supply, unsustainable home 
price appreciation, and inflationary pressure? 

Ms. THOMPSON. Thank you for the question, and, again, I am a 
lifelong safety and soundness regulator, and we take that responsi-
bility very seriously, but we also couple that with access to credit. 
I just want to really be clear that when we talk about access to 
credit and we talk about affordability, we are also talking about 
sustainability. Our work with the Enterprises is really grounded in 
safety and soundness, and we want to make sure that borrowers 
have loans that they understand and loans that they can afford. 
And from our perspective, it just doesn’t make sense for a borrower 
to get into a house and not be able to keep a house, so we are real-
ly focused, laser focused, on sustainability. 

Mrs. WAGNER. These are very rocky times and we don’t want 
people to get in over their head, and we hope that there will be 
more settling down and stability in the market. Whether you 
agreed or disagreed with his views, your predecessor had a clear 
vision for the Enterprises and a plan to get them out of con-
servatorship. What is your vision for GSE reform? 

Ms. THOMPSON. We are taking steps to make sure that the En-
terprises are run in a safe and sound manner, and that they are 
continuing to build capital. As you know, the Enterprises were just 
allowed to retain all of the capital that they earn, just over a year 
now. And between the two of them, they have about $80 billion in 
capital, so we are consistently allowing the Enterprises to build 
capital. We are also putting in place the provision to allow them 
to transfer credit risk away from the Enterprises and also the tax-
payers to private investors. As you know, the Enterprises are prob-
ably the largest holder of mortgage credit risk in the country, and 
to move that credit risk to the private sector, we think is really im-
portant. So, there are a number of steps that we are taking— 

Mrs. WAGNER. And let’s talk about that for a minute because, Di-
rector Thompson, under your leadership the FHFA revised your 
predecessor’s capital rule, which will result in the Enterprises hold-
ing less capital, and therefore, being more vulnerable to losses that 
the taxpayers will have to bear. Director Calabria’s rule would 
have required the Enterprises to hold around $250 billion combined 
capital, which was above their previous $45 billion capital on re-
tained earnings. In revising the rule, did FHFA calculate what the 
impact of the changes to the capital rule would be in terms of how 
much capital the Enterprises would be required to hold? 

Ms. THOMPSON. Yes, another good question. We did take into 
consideration the capital requirements. The reason that we 
changed the rule was to really help facilitate credit risk transfer. 
A credit risk transfer program is really important because again— 

Mrs. WAGNER. I am running out of time. Do you have a specific 
number? Can you describe the process, something? That is what I 
am looking for here. 
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Ms. THOMPSON. Okay. I think the number that was going to be 
required before was $316 billion, and now is $300 billion, and there 
was a de minimis change. But the purpose was to really move the 
credit risk to the private investors. 

Mrs. WAGNER. So, you are going to make sure that they are hold-
ing around $300 billion in combined capital? 

Ms. THOMPSON. That is the requirement, and, of course, that 
changes based on the amount of assets that they hold. 

Mrs. WAGNER. As we don’t want to weaken the capital buffer as 
we are heading into what could potentially be a recession, do you 
agree that it makes more sense to strengthen the capital reserve 
at Fannie and Freddie to avoid another taxpayer bailout? 

Ms. THOMPSON. Yes, I do agree that it is important to strengthen 
the capital reserve, but we also think it is important to transfer 
credit risk outside of the system to private investors. 

Mrs. WAGNER. Thank you for your input, and I yield back. 
Chairwoman WATERS. Thank you. The gentleman from Georgia, 

Mr. Scott, who is also the Chair of the House Agriculture Com-
mittee, is now recognized for 5 minutes. 

Mr. SCOTT. Thank you, and the first thing I want to say is, con-
gratulations. You have made history, and you are now the first 
woman ever to lead this most important Agency at the right time 
with the right person. Congratulations. 

First, Director Thompson, I want to ask you this. Back a couple 
of months ago, in April 2022, your Agency directed servicers of 
Fannie Mae and Freddie Mac loans to pause foreclosures for up to 
60 days upon notification that borrowers applied for pandemic 
mortgage relief. Can you provide us with a specific number of mort-
gages impacted by your decision? 

Ms. THOMPSON. Certainly. We think that the Homeownership As-
sistance Fund (HAF) program is really important. It was a provi-
sion put in place to help both borrowers and renters. One of the 
reasons we put the provision in place to put a halt on foreclosures 
was that we didn’t want borrowers or renters to be adversely im-
pacted when they were trying to get access, and then have a con-
current foreclosure or concurrent eviction. We don’t have the spe-
cific numbers of all of the borrowers who have been advantaged by 
that program, but we do know that of the borrowers who were 
placed in forbearance plans by the Enterprises, about 96 percent of 
them have now exited those plans. 

Mr. SCOTT. They were successful in reducing a borrower’s month-
ly payments then. What is your Agency’s projection of how many 
homeowners will be unable to resume regular mortgage payments 
after they leave forbearance, and what do you expect will be the 
outcome for them? 

Ms. THOMPSON. Sure. At the start of the pandemic, about 2.2 
million borrowers entered into forbearance plans. Today, there is 
probably about 90,000 some-odd borrowers who are still in forbear-
ance plans. Ninety-six percent of borrowers who entered forbear-
ance plans have exited them. And what we found particularly in-
teresting was that there are a number of people who were in these 
forbearance plans who continue to pay, even though they had 
signed up for the forbearance, and we put in place a modification 
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so that borrowers would not be as severely impacted as they other-
wise would be if they had the option to defer their payment. 

And then the deferred payments, they could reinstate them, or 
they could pay them over time, or they get tacked on to the end 
of the mortgage. But there were lots of modifications that were put 
in place to keep borrowers in their homes. And for the almost 
100,000 who are left, they are in modification programs, and we 
are hoping that they will have successful workout solutions. 

Mr. SCOTT. Director Thompson, I want the nation to know, be-
cause one of the most startling statistics when we are discussing 
racial inequality in housing is this, that the Black homeownership 
rate has remained virtually the same as it was in 1968. This is 
startling. And right now, there are thousands of young people in 
my district and all of our districts, and millions across the nation 
with a dream of owning their own home one day, but who simply 
cannot afford mortgage payments. Let me ask you this: What steps 
is your Agency taking to ensure that first-time homebuyers and 
first-generation homebuyers, who would like to earn generational 
wealth, can realize their goal of homeownership? 

Ms. THOMPSON. Thank you. And, again, certainly to your point, 
there were a lot of gains that were made, but they were lost in the 
Great Recession as we saw record numbers of foreclosures, particu-
larly in communities of color where there were a lot of predatory 
loan practices. Having said that, one of the ways to close the equity 
gap is through homeownership. And we want to, again, put in 
place, or Fannie and Freddie have programs in place that allow 
creditworthy borrowers to take advantage of first-time homebuyer 
programs where they have homeownership education and they un-
derstand what homeownership means. 

One of the provisions they put in place that we think will be 
really beneficial is incorporating the rental payments into their 
credit scores because some people don’t have credit built up. 

Mr. SCOTT. Thank you so much, and, again, congratulations. I 
look forward to working with you. 

Chairwoman WATERS. Thank you very much. The gentleman 
from Texas, Mr. Sessions, is now recognized for 5 minutes. 

Mr. SESSIONS. Madam Chairwoman, thank you very much. Direc-
tor Thompson, thank you for taking time to be with us today. I 
have a piece of business that I simply want to bring to your atten-
tion. Madam Chairwoman, I have a letter that I would ask unani-
mous consent to have entered into the record. 

Chairwoman WATERS. Without objection, it is so ordered. 
Mr. SESSIONS. Thank you very much. This is a letter that I have. 

Republicans—I am a Republican—have been working with the Sec-
retary of Housing and Urban Development for months on getting 
more housing in Texas, and we believe that there are rules and 
regulations which could be waived by the Secretary. In essence, it 
goes through it here. I just want you to be aware of it, and I am 
going to make sure that your staff gets a copy. 

But what we are trying to do is get the Secretary to look at ways 
within her discretion that she could waive some rules, allowing 
more building without having to tear down something that cor-
responds to that. Like, it is a 1-to-1 ratio when in Texas, we need 
more housing. And I just appreciate your attention that you have 
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not been brought into this, but I want you to be aware of it. The 
young chairwoman is also getting this for the first time. 

Director, I am interested in hearing from you about the Presi-
dent’s call across all of government as it relates to equality and 
gender, about how you apply that within your Agency and how that 
is being applied to the loan-making process. 

Ms. THOMPSON. Thank you. Certainly, we at FHFA are respon-
sible, as are all of the other financial regulators, for adhering to the 
Fair Housing Act, which looks at equality and housing— 

Mr. SESSIONS. Yes, madam, but you were given that under the 
law also. I am talking about specifically anything new or different 
that you may have undertaken. What I am particularly interested 
in is that it be applied equally to everyone else, too, not necessarily 
to a selected group. And I do think it is important, as the President 
has noted, that they pay close attention, but I want to ask, have 
you taken other facts or factors into play as a result of that direct 
order from the President? 

Ms. THOMPSON. Our primary objective is to comply with the law 
and to make sure that it is applied in our regulated entities. We 
certainly look at programs and policies, but we, again, first, want 
to make sure that they are in compliance with the regulations that 
undergird our authority. And so, again, the Fair Housing Act prob-
ably has more credence to looking at certain characteristics, but we 
want to make sure that the programs and policies that are applied 
at Fannie and Freddie apply to all persons who are eligible and 
meet the criteria. 

Mr. SESSIONS. In other words, you have not utilized any different 
discretion. You have not utilized anything necessarily different 
with the President’s request? 

Ms. THOMPSON. I don’t think that I have done that. 
Mr. SESSIONS. So, you have not done anything. You looked at the 

law. You looked at the law as needing to be fair and equitable any-
way, and you have not undertaken any steps within these agencies 
to direct them or to have them change the processes that would 
have been available under the law. That is what I hear you saying. 

Ms. THOMPSON. That is correct, sir. 
Mr. SESSIONS. Okay. Thank you very much, because we are very 

interested in the success that you have spoken about of being fair 
and doing these things because with the increase of interest rates, 
it is becoming even more critical for people to land within housing 
that is properly within their scope. 

The chairwoman and I lived through what happened in 2008 and 
2009, and we want to make sure we are not going to create any 
sort of a bubble, any sort of an articulation of Federal policy that 
would do anything other than follow the law as it has been and as 
it is now. And I appreciate the gentlewoman for her testimony be-
fore this committee. Thank you very much. I yield back. 

Chairwoman WATERS. Thank you. The gentleman from Texas, 
Mr. Green, who is also the Chair of our Subcommittee on Oversight 
and Investigations, is now recognized for 5 minutes. 

Mr. GREEN. Thank you, Madam Chairwoman. It is an honor to 
serve under your leadership. And I would like to thank the Direc-
tor and salute her for having the opportunity to serve in such a 
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high capacity within our government. I am confident that she will 
do a stellar job. 

Madam Director, I would like to address two issues. The first has 
to do with something that you have caught our attention about, 
which is purchasing homes. People who can pay rental payments 
timely are likely to be able to make a mortgage payment timely. 
This is something that I concur with. In fact, I concur with it to 
the extent that I can share with you H.R. 123, a piece of legislation 
that I have filed in multiple Congresses, called the, Alternative 
Data for Additional Credit FHA Pilot Program Reauthorization Act, 
‘‘reauthorization,’’ because we actually passed it in Congress once. 
So, I salute what you are doing, and I would like to have you take 
a look at my H.R. 123 because I am curious as to whether you 
think that it might, in some way, conflict with what you are doing 
currently. 

I salute what you are doing. I don’t think we can do too much 
to help people who need some opportunity to own property, which 
is a means by which they can build wealth. H.R. 123 would have 
additional credit scoring in the area of rental payments, light bill, 
gas bill, water bill, phone bill, and other things that are not auto-
matically scored. They would then become a part of a pilot program 
to have them scored such that we can examine not only the efficacy 
of simply scoring, but also the mechanics of doing it. I think it is 
a pretty good bill. I have sponsored it multiple times, and I would 
like to have you take a look at it, if you would, to give me some 
commentary as to whether or not it would conflict with what you 
are attempting to do with your program. I yield to you for a com-
ment, please. 

Ms. THOMPSON. Sure. We are happy to work with you on this 
very important issue. We do believe alternative data in evaluating 
credit is very important, and we are happy to look at the bill. 

Mr. GREEN. Thank you. I will make sure that we get it to you 
immediately, if not sooner. Now, I am also concerned about the 
lack of homes available to first-time homebuyers, for persons who 
are wedding, young people, Millennials and Generation Z, or per-
sons who are trying their very best to get into their first home. 

I am concerned because at a hearing under the leadership of the 
Honorable Maxine Waters, one of the things that I discussed at the 
hearing was a concept known as predatory purchasing. We have 
these major corporations with deep pockets that are buying prop-
erties out from under first-time homebuyers, and they are con-
verting these to rentals. They with their deep pockets can make 
cash offers. The cash offer, in and of itself, will shut out a good 
many persons who have to purchase with credit. My concern is 
with the predatory purchasing and how it is impacting the housing 
market. Currently, I have some indication that we need some 
300,000-plus, 328,000 new apartments annually to meet the de-
mand. That demand is being thwarted to a certain extent by this 
predatory purchasing, in my opinion. 

Are you familiar with what I speak of, and if you are, can you 
give me some thoughts as to how we might manage to let young 
people have the opportunity to purchase their first home, to keep 
homes on the market for first-time homebuyers as opposed to hav-
ing them become rentals wherein persons with these deep pockets 
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can raise rents and it becomes very profitable for them, but it 
doesn’t help those who are seeking homes? I yield to you, Madam 
Director. 

Ms. THOMPSON. Okay. We are very familiar with that issue, and 
in 2018, we prohibited the Enterprises from engaging in sales with 
large institutional investors, and this is particularly true in the 
single-family rental space. I think both Enterprises had pilot pro-
grams and we stopped those, and they are no longer able to pur-
chase these loans or these homes from these large institutional 
buyers. One of the things that we are doing on the Enterprises’ 
real estate owned (REO) portfolios is we have what is called a First 
Look Program, and it is a 30-day window where an owner-occupied 
or potential owner-occupied person has an opportunity to bid on the 
loan or a nonprofit. 

And there is a 30-day window whereby which owner-occupied po-
tential tenants or borrowers can take a look at these properties be-
fore investors start purchasing them. And I do think it is important 
that we make homeownership affordable in that all people have the 
opportunity to purchase these mortgages, especially those who can’t 
afford to pay cash. 

Mr. GREEN. Thank you, Madam Chairwoman. My time has ex-
pired. Thank you so much. 

Chairwoman WATERS. The gentleman from Florida, Mr. Posey, is 
now recognized for 5 minutes. 

Mr. POSEY. Thank you very much, Madam Chairwoman. Time 
expired while Director Thompson was answering Congressman 
Greene’s question. I am willing to allow her some extra time if she 
wanted to expand her thoughts on a little bit further. 

Ms. THOMPSON. Thank you. I am fine. Thank you. 
Mr. POSEY. Okay. We still call them Government-Sponsored En-

terprises, or GSEs, but for the last 14 years, Fannie and Freddie 
have been government agencies, pure and simple. I am just curious 
about what FHFA leadership has done to improve the safety of the 
loans securitized by these agencies? 

Ms. THOMPSON. When we look at the Enterprises’ portfolio, be-
cause of the low interest rates, a lot of the risk was removed 
through refinances where people were able to reduce their mort-
gage payments. We also have seen an increase in home prices, 
which means that the loan-to-value ratios have decreased on the 
Enterprises’ portfolio, which means that homeowners’ equities have 
increased. And we think that the portfolio, as evidenced in terms 
of how it performed during the pandemic, is in a very good position 
to weather a storm. We do monitor the loan characteristics that the 
Enterprises’ purchase, and we make sure that they are operating 
in a safe and sound manner. Again, we do take a look from a safety 
and soundness perspective at every single thing that the Enter-
prises do, and we want to make sure that they continue to be in 
good financial condition. 

Mr. POSEY. Thank you. Now, the FTC and the Justice Depart-
ment are apparently reviewing the merger between mortgage soft-
ware firms, ICE and Black Knight. I am just wondering if you have 
any concerns about this Big Tech merger and its potential impact 
on the GSEs and ultimately on consumers. 
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Ms. THOMPSON. I don’t have any thoughts on that particular 
issue, sir. 

Mr. POSEY. Okay. Do you have any plans to remove Fannie Mae 
or Freddie Mac from conservatorship? 

Ms. THOMPSON. Excuse me, could you repeat the question? I’m 
sorry. 

Mr. POSEY. Do you have any plans to remove Freddie or Fannie 
from conservatorship? 

Ms. THOMPSON. Sir, we are working on, again, approving the fi-
nancial condition of the Enterprises. We think that the future state 
of the mortgage secondary market ought to be determined by the 
Congress, but, again, we are taking steps to allow them to build 
their capital. They are transferring credit risk. We also imple-
mented a capital planning requirement for both Enterprises as well 
as a capital disclosure where they have to disclose information 
about their capital position. We think that those things are steps 
that move them towards taking good steps to move towards when-
ever they are out of conservatorship. 

Mr. POSEY. Okay. Thank you. Data from your Agency says that 
Fannie and Freddie purchased 62 percent of all mortgages origi-
nated in 2020, and purchased, on average, 54 percent each year 
from 2002 to 2020. What is the Administration’s vision for increas-
ing the role of the private sector market in the secondary mortgage 
market? 

Ms. THOMPSON. I know that the Enterprises really play a coun-
tercyclical role in the mortgage market as evidenced by what hap-
pened after the Great Recession and also what happened in the 
pandemic. I think when there were sources of liquidity that were 
not available to borrowers across the country, the Enterprises did 
step in. So, we do believe that there is a role for the Enterprises. 
They play a countercyclical role, and they certainly did step up and 
make purchases during and after there is a crisis, in particular the 
pandemic. 

Mr. POSEY. Given what happened before the financial crisis, 
would it make sense to limit government exposure in the secondary 
market to those activities that meet our objectives for low- to mod-
erate-income homeownership and leave the remainder of the mar-
kets to the private sector? 

Ms. THOMPSON. I think the statute requires us to provide liquid-
ity to all Americans across the country, and based on their eligi-
bility, borrowers can get mortgage loans. So, I think that would be 
something that would have to be decided by the Congress. 

Mr. POSEY. Very good. I thank you for your direct answers, and 
I yield back the balance of my time. 

Mr. CLEAVER. [presiding]. The gentleman yields back. I now rec-
ognize myself for 5 minutes. 

The gentleman from Texas, Mr. Sessions, had mentioned a few 
minutes ago the 1-for-1 HUD policy—well, he didn’t mention the 1- 
for-1 HUD policy, but there is a 1-for-1 HUD policy. We can only 
build a new unit or financially support a unit that has been demol-
ished, and we ended up having a number of those during the Hur-
ricane Katrina crisis. The chairwoman and I, along with Mr. 
Green, toured some of those projects. But in all of the projects in 
which all of the units had been damaged and needed to be demol-
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ished, we ended up, I think, replacing one unit because of the pol-
icy. And if the gentleman from Texas is interested in that, it is 
something that we can address, but only with an increase in the 
HUD budget, which we have tried to do almost each year, and it 
is not anything that I think FHFA is involved with. It is a HUD 
policy. But let me say that I would love to work with Mr. Sessions 
on dealing with that issue and on increasing the HUD budget. 

My home district would not be this high, but the average housing 
price is over $500,000 in the United States. As I said, in my dis-
trict, it would be less, and so we are always looking for ways in 
which we can construct badly-needed affordable housing. And one 
of the things that I have become quite interested in is the 
CrossMod homes. They are manufactured homes. They are built to 
meet construction and architectural design standards, and they are 
also consistent with site-built homes. We have a number of prob-
lems. One of them is that there appears to be an appraisal bias 
against the HUD code label, which has distorted and made inac-
curate appraisals of these homes. And I am trying to figure out 
ways in which we can remove the barriers for a significant source 
of affordable homes for American families. 

And so I am hoping, Madam Director, that you can address in 
some way, both here and in your policies, CrossMod homes, by ad-
dressing the barriers to their adoptions, such as ensuring Enter-
prise guidance will ensure accurate appraisals. If we don’t get accu-
rate appraisals, we are not going to be able to move to this form 
of housing, which has changed dramatically from when I was a kid, 
when nobody wanted anything to do with it. You wanted to move 
away from it, but now they have changed and they meet most 
standards. But is there a way in which appraisals can be examined 
to allow these CrossMod homes to be acceptable? 

Ms. THOMPSON. Yes. We believe that manufactured housing can 
be a huge benefit to addressing the housing supply issue. We are 
very much aware of the CrossMod appraisal issue, and we are 
working with our regulated entities to see what flexibilities there 
might be in that particular situation. 

Mr. CLEAVER. Are you having any ongoing contact about these 
homes? 

Ms. THOMPSON. Yes. Actually, there was a housing event on the 
Mall, and I went, and walked through, and actually saw those 
CrossMod homes and the manufactured housing that was there, 
and it was just like you said, something that I hadn’t expected and 
hadn’t seen. The issue about the appraisals was raised with me di-
rectly as I was taking a tour through those homes. And we have 
committed to working with the Enterprises to look at the specific 
issue that relates to appraisals for these properties because, again, 
with the supply issue being so acute, we just believe that this could 
be a really good solution. 

Mr. CLEAVER. Yes, I am surprised. I was surprised at the new 
direction they are taking, and they were trying to attract congres-
sional attention on them. 

My time has expired. Thank you very much, Madam Director. 
The gentleman from Missouri, Mr. Luetkemeyer, is now recog-

nized for 5 minutes. 
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Mr. LUETKEMEYER. Thank you, Mr. Chairman, and Director 
Thompson, welcome. It’s good to see you. The capital rule you pro-
posed recommends combined required capital for Fannie and 
Freddie of somewhere between $250 billion and $300 billion. This 
morning, you mentioned that $300 billion is your target. I’m glad 
to see that. I know we had lots of discussions with your predecessor 
with regards to this. I think this Agency was tremendously under-
capitalized, and I think getting it there is where we need to be. As 
a former regulator, I am sure you understand the importance of 
capital to an entity, and we are certainly glad to see you there. Do 
you think $300 billion is a point at which the conservatorship can 
end? 

Ms. THOMPSON. I think that when the Enterprises meet the cap-
ital targets, that is one component of exiting conservatorship. 
There are other factors that need to be taken into consideration, 
certainly conversations with the Treasury about the senior pre-
ferred shares. There are conversations with the Federal Reserve 
about certain policy issues, like single counterparty, what happens 
if the Enterprises exit and what other significant institutions have 
exposure to the Fannie-Freddie stock. There are just a number of 
issues that really need to be worked through that. Meeting the cap-
ital target alone just won’t answer those questions. 

Mr. LUETKEMEYER. Okay. One of the things that you have com-
mented on a couple of times and I am excited about, quite frankly, 
because, again, I had a lot of discussions with your predecessor 
with regards to moving some of this risk to the private sector, get-
ting to the secondary market. Can you give me an amount or per-
centage of what you think is adequate and what your target would 
be on it? 

Ms. THOMPSON. We set targets for the Enterprises to transfer 
credit risk each year through our scorecard, and they have to 
transfer, I think it is 90 percent of certain loans, the risky loans. 
I think the loans have a loan-to-value ratio of 60 percent or higher. 
So, we look at the Enterprises’ books, and, again, as you know, the 
Enterprises are the largest holders of mortgage credit risk. We 
want to make sure that they transfer, through either the capital 
market structures or reinsurance structures, a great amount of this 
credit risk to private investors so that if there is something cata-
strophic, the risk is not undertaken or borne by just the Enter-
prises or the taxpayers, and that private investors are bearing 
some of that risk. 

Mr. LUETKEMEYER. I think it is fantastic. I think moving those 
things off the books to the private sector is extremely important. 
I’m just kind of curious, and I know my colleagues will kind of 
laugh when I ask the question because I am well known around 
here as being concerned about the current expected credit losses 
(CECL) ratio all the time. I know, again, in discussion with your 
predecessor, he indicated this would be something you would have 
to consider. Are you working with the new CECL regulations at 
this point and adjusting your reserves for that accounting rule? 

Ms. THOMPSON. Yes. I am certain that our Office of the Chief Ac-
countant is working on that. 

Mr. LUETKEMEYER. You are not sure it will be effective at this 
point? 

VerDate Nov 24 2008 17:01 Dec 12, 2022 Jkt 095071 PO 00000 Frm 00023 Fmt 6633 Sfmt 6633 K:\DOCS\HBA201.000 TERRI



20 

Ms. THOMPSON. Yes. I am not sure what the effect is right now. 
Mr. LUETKEMEYER. Okay. I see my good friend, Clinton, back 

here. He can help me get that information, I assume. Okay. He is 
nodding. Thank you very much. Again, one of the things that is 
concerning right now, especially in this particular climate, is infla-
tion and the proposed taxes out there that I think hurt the afford-
ability of housing. You mentioned it a number of times. Leadership 
that has been here this morning talked about affordability and the 
ability of people to afford homes, and the high cost of those things. 

It is interesting. Yesterday, I got some numbers that just floored 
me. The latest numbers show that cost of goods and services will 
cost the average American household over $8,600 a year. That is 
$165 a week in lost purchasing power compared to what they had 
a year ago. That is unbelievable. That hurts their ability to make 
those house payments that you have on the books right now with 
folks. Do you have the ability to talk to the President about afford-
able housing? 

Ms. THOMPSON. I have actually talked to the President about af-
fordable housing. 

Mr. LUETKEMEYER. You talk, too, about the inflation problem in 
this country with regards to the increased value of homes and the 
increased cost of building homes, and then the lack or the hit that 
the wages are taking, so that there is this twofold problem: it costs 
more to purchase a home, yet you have less buying power for the 
individual. Do you talk to him about that? 

Ms. THOMPSON. I think there are a number of people who talk 
to the President about those issues. 

Mr. LUETKEMEYER. Madam Director, it is your job to worry about 
the housing industry, about the availability of affordable housing. 
You should be in front of his desk with your hand, getting some 
attention, ‘‘Mr. President, this is a huge issue for my Agency and 
the people of this country.’’ Are you not having that discussion? 

Ms. THOMPSON. We have discussions with all of the housing reg-
ulators and all of the interested parties. 

Mr. LUETKEMEYER. Including the President? 
Ms. THOMPSON. With the Economic Council, whether it is na-

tional or domestic. 
Mr. LUETKEMEYER. Including the President? 
Ms. THOMPSON. I have had conversations. I have been in a brief-

ing with the President to speak about housing issues. 
Mr. LUETKEMEYER. I am curious about your response. 
Mr. CLEAVER. Thank you. Your time has expired. 
Mr. LUETKEMEYER. Thank you. 
Mr. CLEAVER. Mr. Luetkemeyer, thank you. The gentleman from 

California, Mr. Vargas, is now recognized for 5 minutes. 
Mr. VARGAS. Thank you very much, Mr. Chairman. Director, first 

of all, I want to congratulate you, like my colleagues, and I think 
you are the right person in the right place at the right time, and 
I also appreciate your background very much. 

Why don’t we start with inflation? Mr. Luetkemeyer brought it 
up, and I think it is a good idea to start with that. What is the 
inflation rate in England right now? Do you know? 

Ms. THOMPSON. I do not. 
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Mr. VARGAS. It is a little higher than ours. It is 9.4 percent. We 
are at 9.1 percent. In fact, if you looked at a lot of the industri-
alized countries, the advanced economies, they are running a little 
hotter than ours. We have an advantage that our unemployment 
rate is lower than theirs and lower than many of these countries. 

But anyway, when my colleagues on the other side talk about in-
flation, they make it seem as if it is only in the United States and 
only because of the American President that we have inflation. 
That is not true. The reality is, inflation right now affects the 
whole world, especially advanced economies. Anyway, I wanted to 
bring that up because they always have a good time beating up on 
all of the people who come here about inflation as if it was only 
in the United States. I agree that we have to do something about 
inflation, but at the same time, it is the pandemic that has caused 
all of this and now, of course, the war in Ukraine. 

I do want to ask a little bit about the issue of housing inflation. 
Over the last 40 years, the average U.S. house price has increased 
by more than 470 percent because of the increased cost of labor, 
constrained supply chains for housing materials, and local zoning 
restrictions. Many families are being priced out of the American 
Dream. In my district alone, the median list price for homes in-
creased 14 percent last year, making San Diego one of the most ex-
pensive housing markets in the country. Can you speak to this as-
pect of inflation and how this recent housing depreciation impacts 
Americans in need of affordable housing? 

Ms. THOMPSON. Sure. Again, the rising home prices and the ris-
ing interest rates mean that borrowers cannot purchase as much 
as they could even 6 months ago, and then the supply issue that 
is just really acute, has exacerbated affordability. We are starting 
to see just a little bit of easing in the increase in home prices. Last 
year, we had a record increase in home prices, I think it was about 
18.5 percent year over year. We are starting to see that slow down 
a little bit across the country. But there are pockets, as you men-
tioned, where there are huge increases in home prices, and it is 
really exacerbating the affordability issue. 

So, we do look at that, and we are trying to figure out ways to 
be helpful. In terms of the multifamily business line, they are cre-
ating multifamily—Fannie and Freddie, in particular, are pur-
chasing multifamily loans, and every loan that they purchase, 
about 50 percent of them have to be affordable. In addition, we 
have expanded LIHTC allocations, which go to very affordable 
housing across the country. And so, again, while Fannie and 
Freddie are not directly involved in supply issues, there are ways 
that they can try to be helpful. 

Mr. VARGAS. Another concern of mine is that now that we are 
sliding out of the pandemic, and the help that we provided for 
homeowners and renters is basically going away, there will be peo-
ple who can’t afford to pay their mortgages and they will need 
some flexibility. Have you done any studies to look at how many 
people will be foreclosed upon because of this issue, and what can 
we do? 

Ms. THOMPSON. I can tell you that when the pandemic started, 
there was a little over 2 million borrowers who entered into for-
bearance programs, and today, there are less than 100,000. I think 
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there are about 94,000, 95,000 borrowers who are still in forbear-
ance programs. The Enterprises have very effective loss mitigation 
programs, so when borrowers get in trouble, they can contact their 
servicers, and they can go into a workout solution that would allow 
them to modify the loan or defer the payment. So, we are really 
focused on home retention, and for those borrowers who are in 
trouble, they can contact their servicers and really try to get a loan 
modification or workout. 

Mr. VARGAS. Okay. I think you are the right person at the right 
time for all this, and again, I thank you for your service. I wish 
you the best of luck, and I hope you do come back to us every year. 
Thank you for being here. Thank you, Mr. Chairman. I yield back. 

Mr. CLEAVER. The gentleman yields back. The gentleman from 
Kentucky, Mr. Barr, is now recognized for 5 minutes. 

Mr. BARR. Thank you, Mr. Chairman. And to my good friend 
from California, I would just note that inflation rates for most re-
cent months in the selected countries that belong to the 
Organisation for Economic Co-operation and Development (OECD), 
the industrialized countries, the vast majority of those countries, 
including all but one G7 country, have inflation rates lower than 
the United States. And the countries that have higher inflation 
rates are, in large part, those countries that are uniquely impacted 
by the Ukraine situation. What is different about the United States 
is bad fiscal policy compounded by monetary policy errors. And so, 
to my friend from California, if you are wondering about the 
unaffordability of gas and groceries and housing, we need to look 
at our own policies with an eye towards reversing the course on 
overspending and constraining supply, such as constraining the 
supply of energy. 

But let’s talk about the safety and soundness of the Enterprises 
and get back on topic, Director Thompson. I am concerned about 
the increased risk-taking by the Enterprises under various initia-
tives that have been recently announced by FHFA and/or the En-
terprises. One potential check on excessive or creeping risk-taking 
by the Enterprises is maintaining a robust role for private capital 
in pricing credit risks ahead of and alongside the Enterprises. This 
is obviously one reason that the charter requirement for private 
credit enhancement for higher loan-to-value mortgages exists. Re-
quiring the Enterprises to programmatically issue credit risk trans-
fers is another mechanism which provides an independent market 
base check on the risks that the Enterprises are taking. And I com-
pliment the Director for working to recalibrate the Enterprise Reg-
ulatory Capital Framework to enable more credit risk transfers. 

My question is, can you tell us specifically what FHFA is doing 
to ensure that the Enterprises continue to shed this risk to private 
markets through a variety of executions and counterparties to help 
limit taxpayer risk, and explain that tweak to the regulatory 
framework? 

Ms. THOMPSON. Sure. Thank you for the question. Credit risk 
transfer is something that is really important from a safety and 
soundness perspective. We can’t have what happened in 2008 hap-
pen again, and the Enterprises are, again, the largest holders of 
credit risk in the country, so the Credit Risk Transfer Program 
that was started in 2013 has been very effective. There are a num-
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ber of ways to transfer credit risk into the private sector so that 
if there is an unexpected or catastrophic loss, the private sector is 
helping to offset some of those losses, because otherwise, it would 
be on the backs of the taxpayers. 

Every year, we set forth credit risk transfer requirements for the 
Enterprises, and we meet with them on a regular basis to make 
sure that they are effectuating those transactions. And again, ev-
erything that we are doing is going to be undergirded by safety and 
soundness, because their financial condition is so important to us 
in making sure that what happened before doesn’t happen again. 

Mr. BARR. Let me also talk to you about your role on the Finan-
cial Stability Oversight Council (FSOC) and the importance of ena-
bling credit risk transfers through the private bank capital require-
ments, because if private bank capital requirements become exces-
sively high, it is an impediment to credit risk transfer (CRT). In 
your role on FSOC, have you had a dialogue with the banking reg-
ulators and maybe the potential incoming Vice Chair for Super-
vision, Mr. Barr, around the appropriateness of also giving banks 
capital credit for credit risk transfer? 

Ms. THOMPSON. I am happy to have that conversation with Act-
ing Comptroller Hsu, incoming Vice Chair of Supervision Barr, and 
Acting Chairman Gruenberg. 

Mr. BARR. That is important, and I appreciate you doing that. 
Final question, when the FHFA updated the conforming loan limits 
for single-family mortgages that can be acquired by the GSEs, you 
raised the baseline over 18 percent, or $100,000. These new limits 
will allow Fannie and Freddie to subsidize the purchase of an over 
$1-million home, even though they were intended to serve those 
with modest means. Should FHFA reevaluate the 2022 update to 
the conforming loan limits to ensure that Fannie and Freddie are 
serving low- and moderate-income individuals? 

Ms. THOMPSON. This is a statutorily-required calculation that we 
have done every single year, and we are following the law and the 
statute as written. And we are happy to work with you all if you 
would like to change it or tweak it. 

Mr. BARR. On safety and soundness, a million-dollar home 
sounds like quite a bit for your mission, but I appreciate your con-
sideration. I yield back. 

Mr. CLEAVER. The gentleman yields back. The gentleman from 
California, Mr. Sherman, who is also the Chair of our Sub-
committee on Investor Protection, Entrepreneurship, and Capital 
Markets, is now recognized for 5 minutes. 

Mr. SHERMAN. I have a couple of comments on comments made 
by our Republican colleagues. First, on inflation, thank God Demo-
crats pushed for fuel economy standards. If we were still getting 
the fuel economy that I got in my 1975 Plymouth Fury, we would 
have to buy 3 times as much gas. We would have triple the de-
mand for gasoline, so we would have much higher prices, and we 
would be buying 3 times as much. 

There are those who say we should end the conservatorship. I 
think the GSEs are and should be government agencies. They 
make money for the government, and they give us much lower in-
terest rates than we would have otherwise. They do so because we 
have a government guarantee of the debt risk, while the private 
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sector assumes the interest rate risk. If we didn’t have Fannie and 
Freddie, et cetera, we would not have 30-year fixed-rate mortgages. 
The shareholders were wiped out in any economic sense in 2008. 
They do not have a right to have us, at our cost, rehabilitate their 
private banking entities. And what we saw is that when you have 
the GSEs strive for profits for private shareholders but have a full 
government guarantee, you have socialism for the well-connected 
and the rich, and you have a bad system. 

Now, in response to one of my Republican colleagues asking you 
why you don’t limit the GSEs to, in effect, lower- to middle-income 
loans, you correctly responded that it was because Congress has 
told you to do really the entire middle-class. And under the for-
mulas, we have a conforming loan rate of $647,000 in most of the 
country, and $970,000 in high-cost areas, and that is pursuant to 
congressional enactment. And that $970,000 loan gets you a 3-bed-
room home in my district, whereas the $647,000 gets you a 4-bed-
room or 5-bedroom home in Nebraska or Kansas. 

The question I have is, why do we have higher fees on some con-
forming loans, those in higher-cost areas? Congress has said that 
a conforming loan is a conforming loan, and a high-cost area con-
forming loan is up to $970. And the GSEs have decided there is a 
real conforming loan and there is a not-so-real conforming loan, 
and the 2-bedroom and 3-bedroom houses in the chairman’s district 
will be subject to a big fee. Why are we treating all conforming 
loans equally? 

Ms. THOMPSON. Let me just say that the conforming loan limit, 
again, is required by statute, as you stated. And for many of the 
conforming loans, even for first-time homebuyers, especially in 
high-cost areas, if they have an area median income of less than 
100 percent, there is no fee, and that is true across-the-board. I 
just wanted to make sure— 

Mr. SHERMAN. But somebody with an income above average in 
Nebraska gets a conforming loan, and somebody in California gets 
a penalized conforming loan. That is not what Congress provided, 
but I want to move on to another question and that is these Prop-
erty Assessed Clean Energy (PACE) loans. In effect, the agencies 
you oversee, you draft all of the mortgages that are used in the 
country. Those mortgages contain a Paragraph 4 that says you 
can’t have a superior lien, but under these PACE loans, you, in ef-
fect, do have a superior lien. Why aren’t you requiring these GSEs 
to modify their form so as to clarify that under Paragraph 4, you 
can’t get around the requirement of turning the first mortgage into 
a second mortgage just by calling it a part of your property taxes? 
Why don’t we amend Paragraph 4 and protect the GSEs from this? 

Ms. THOMPSON. Certainly, that is something that we can look 
into. The Enterprises having priority lien status is pretty impor-
tant, but we can— 

Mr. SHERMAN. And under these PACE loans, your first is turned 
into a second? 

Ms. THOMPSON. That is a requirement, and, again, we can look 
into that. 

Mr. SHERMAN. I look forward to working with you on that. And 
finally, I would hope that you would change the lending caps on 
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multifamily because we have a crisis. The rents are too high, and 
people are sleeping on the streets. I yield back. 

Chairwoman WATERS. Thank you. The gentleman from Texas, 
Mr. Williams, is now recognized for 5 minutes. 

Mr. WILLIAMS OF TEXAS. Thank you, Madam Chairwoman, and 
thank you for being here, Director Thompson. The GSEs have been 
in conservatorship for 14 years now, and former FHFA Director 
Calabria had made it a priority to get these Enterprises out of gov-
ernment control and back in the hands of the private sector. He 
had a clear focus for the Agency, and every action seemed to be 
building towards that ultimate goal. However, since you have over-
seen the FHFA, it does not seem like there is a similar focus on 
working to get away from the conservatorship. Director Thompson, 
do you think there are any negative consequences if we retain the 
status quo of the GSEs in perpetuity? 

Ms. THOMPSON. Thank you, and I would say that we are working 
diligently to make sure that the Enterprises are in good financial 
condition, and that they are operating in a safe and sound manner, 
and we think that these things are prerequisites to them exiting 
conservatorship. We are making sure that they are retaining their 
capital and earnings, and we are also, again, focusing them on 
credit risk transfer so that we are taking incremental steps to pre-
pare them. Certainly, there are pros and cons for being inside of 
conservatorship and outside of conservatorship, as I spoke to ear-
lier, and we just think that, again, Congress can decide what it 
wants to do with the secondary market. And in the meantime, we 
will continue to prepare the Enterprises in a safe and sound man-
ner. 

Mr. WILLIAMS OF TEXAS. I am concerned with the one-size-fits- 
all approach that we have the FHFA and the GSEs are taking with 
respect to lease terms. In the manufactured housing space, Fannie 
and Freddie are attempting to nationalize landlord tenant law by 
requiring lease terms that are in conflict, frankly, with the current 
laws of several States. And, in fact, every State in the country 
would be out of compliance with the new national standards being 
set by the GSEs. These changes were done without any stakeholder 
input, with one GSE simply publishing the change on its website. 
Director, are you concerned that your Agency unilaterally made a 
single Federal standard that is at odds with every other State’s 
laws, and will you commit to working with stakeholders to come up 
with a better solution than that? 

Ms. THOMPSON. Thank you for the question. Really, we are al-
ways happy to work with stakeholders. We do believe that tenant 
protections are important, and we did have outreach sessions with 
various stakeholders to have a conversation about them. And the 
tenant protections that are required are giving notice to renters be-
fore they are evicted, or giving notice to a borrower before rent is 
raised. But if there are things that are prohibitive, we are certainly 
willing to work with stakeholders at the State or local levels on 
these issues. 

Mr. WILLIAMS OF TEXAS. Okay. I am concerned about a trend I 
am seeing now in the Biden Administration where they just label 
anything that President Trump did as bad, and therefore, it must 
be reversed. There seem to be a few examples of this coming out 
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of your Agency that were overturned without much justification. 
Quickly, Director, how did reversing Director Calabria’s rule that 
limited the GSEs’ ability to purchase mortgages from second and 
vacation homes further the mission of the FHFA? 

Ms. THOMPSON. We put that provision on pause that was part of 
the agreement that was embedded in the preferred stock purchase 
agreement that FHFA and Treasury are a party to. I am a lifelong 
safety and soundness regulator. This risk management is what we 
do, and we certainly are looking at the loan characteristics, wheth-
er they are seconds or investors, and we are also looking at debt- 
to-income ratios. We are looking at LTVs. We are looking at all of 
these things on a daily basis, and these are the things that we ordi-
narily do as regulators and as conservators. And again, we are ef-
fective risk managers, and safety and soundness is really under-
girding everything that we do. 

Mr. WILLIAMS OF TEXAS. Okay. Madam Chairwoman, I yield 
back. And Director, thank you for being here. 

Chairwoman WATERS. Thank you. The gentleman from Illinois, 
Mr. Foster, who is also the Chair of our Task Force on Artificial 
Intelligence, is now recognized for 5 minutes. 

Mr. FOSTER. Thank you, Madam Chairwoman. Director Thomp-
son, in May of this year, this committee passed my bill, H.R. 7022, 
the Strengthening Cybersecurity for the Financial Sector Act of 
2022. This bill would give FHFA the authority to regulate and ex-
amine the third-party service providers of its regulated entities. 
This is similar to the existing authority that prudential banking 
regulators have over banks’ third-party vendors under the Bank 
Service Company Act. 

The Financial Stability Oversight Council (FSOC) noted in its 
2021 annual report that some regulators, including FHFA, ‘‘contin-
ued to have limited authority to regulate and supervise third-party 
service providers.’’ I am very concerned about the risks that third 
parties may pose to individual financial institutions as well as to 
the entire financial system, given how interconnected our system 
is, and how many of these third parties are, in fact, core providers 
to not just one, but several financial institutions. Director Thomp-
son, could you tell us the extent of FHFA’s current authority over 
the third-party providers to Fannie Mae, Freddie Mac, and the 
Federal Home Loan Banks? 

Ms. THOMPSON. Sure. That is a great question, and thank you for 
asking it. The Agency has been asking for a number of years for 
the third-party service provider oversight, and this is something 
that is similar to what the banking regulators have through the 
Bank Service Company Act. In fact, when I got to the FHFA from 
the FDIC, I was very surprised that we didn’t have that authority 
because, as you say, the services that are provided to our regulated 
entities are really important. They could impact the safety and 
soundness of our regulated entities. And so, we just want com-
parable authority similar to that which the other regulatory agen-
cies have, so that we can ensure the safety and soundness of our 
regulated entities. So, thank you for that. 

Mr. FOSTER. Thank you. In your view, would it also be helpful 
for the Federal Housing Administration (FHA) to have this author-
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ity to examine and regulate third-party vendors, to the Enterprises 
and the Federal Home Loan Banks? 

Ms. THOMPSON. I am not going to speak for them. If we can stick 
to the FHFA for this authority, I would be very happy. Thank you. 

Mr. FOSTER. Okay. I will let you off the hook on that one. Some 
of the logic I think sort of speaks for itself. And, Director Thomp-
son, while historically-low mortgage interest rates have expanded 
access to credit for many borrowers by making the cost of lending 
more affordable, housing supply constraints have continued to lock 
borrowers out of homeownership. According to the Urban Institute 
and the National Association of Home Builders, housing supply is 
at the lowest level of the century, with just 2.6 months’ supply as 
of May 2022. The supply shortage is especially acute for low-income 
consumers and many first-time buyers who are looking for starter 
homes. 

This lack of supply has led to record year-over-year home price 
appreciation. This measure was 17.5 percent for 2021, with some 
States, such as Arizona, Utah, and Idaho being closer to 30 per-
cent. And now, someone said that this is a housing bubble that is 
imminent, reminiscent of what we saw in the lead-up to 2008. 
However, the high levels of home equity have been generated at 
the same time that we have a significantly lower level of subprime 
lending. And we have more responsible limits on credit and other 
reforms put into place by the Dodd-Frank Act, which hopefully 
have helped protect the safety and soundness of our housing mar-
ket, despite the recent turmoil and the potential for future turmoil. 

Are you nonetheless concerned that record house price apprecia-
tion could create real estate bubbles in certain markets, and is 
there anything that should be done about that? 

Ms. THOMPSON. I agree with you in terms of the increase in 
home prices, the increases in interest rates, and the current lack 
of supply. Actually, before the pandemic, there had been a per-
sistent lack of housing supply. One of the things that we have 
asked the Enterprises to do is increase their LIHTC allocation so 
that they can start providing supply in low- to moderate-income 
areas to low- to moderate-income individuals. And affordability is 
just a huge issue, both in rental properties and in mortgages, so 
anything that we can do to be helpful in that space, we will cer-
tainly take those steps. But as you know, the Enterprises don’t di-
rectly impact the supply issue, but we certainly will be working 
with all stakeholders to see what we can do to address that issue. 

Mr. FOSTER. Thank you. I am nearly out of time, so I yield back. 
Chairwoman WATERS. Thank you. The gentleman from Arkan-

sas, Mr. Hill, is now recognized for 5 minutes. 
Mr. HILL. Thank you, Chairwoman Waters, and let me say, 

again, thank you for holding this overdue and very welcome hear-
ing. Director Thompson, we are delighted, as I said in my opening 
comments, to have you back. Before you came to the Agency, you 
talked about your background, and 23 years at the FDIC, including 
as the Director of the Division of Risk Management Supervision, so 
that gives you a heavy dose of background in managing risk. Would 
that be a good description? 

Ms. THOMPSON. That would be a good description. 
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Mr. HILL. And back in September of 2020, you were Deputy Di-
rector of FHFA’s Division of Housing Mission and Goals, and that 
is what you were doing in 2020, right? 

Ms. THOMPSON. That is correct. 
Mr. HILL. And you attended the FSOC meeting that was held on 

September 25, 2020, where the Council unanimously voted on a 
public statement regarding the secondary mortgage market. Is that 
accurate? 

Ms. THOMPSON. That is accurate. 
Mr. HILL. I have that statement, and I would ask unanimous 

consent to insert it in the record, Madam Chairwoman. 
Chairwoman WATERS. Without objection, it is so ordered. 
Mr. HILL. I thank the Chair. This statement highlighted the cen-

tral role that the Enterprises continue to play in the housing mar-
kets. And it also described how any distress at Fannie and Freddie 
could pose a financial stability risk unless that risk was mitigated 
by the new FHFA capital rule, and you voted to support that FSOC 
report? 

Ms. THOMPSON. I was the Deputy. My principals supported it. 
Mr. HILL. Yes. Very good. If you had been the principal, would 

you have supported it? 
Ms. THOMPSON. It’s hard to say. At the time, that was a proposed 

rule that the FSOC wrote the statement on, and there were lots 
of questions about credit risk transfer. There were a number of 
comments, and I think that, as we have spoken about earlier, the 
Credit Risk Transfer Program is very important. The statement 
was issued in September, but the rule was finalized in December, 
so I am not sure. 

Mr. HILL. Okay. Looking back at that, there was a real effort to 
allow the two GSEs to gather capital and become stronger, not 
with any issue, that they would immediately be eligible for release 
from conservatorship. You supported building the capital with 
Fannie Mae and Freddie Mac? 

Ms. THOMPSON. I still do, yes. 
Mr. HILL. Yes. Can you explain why you cut the capital ratio 

from 4 percent to 3 percent? 
Ms. THOMPSON. We issued through notice and comment a rule to 

make the leverage ratio buffer a dynamic buffer instead of a static 
buffer. This was something that the bank regulators did as well. 
One of the concerns that was raised was that the leverage ratio 
was becoming a binding constraint. And we have a risk-based cap-
ital rule as well that takes a look at the risk characteristics of the 
loans versus the leverage, which you well know. And so we wanted 
to make sure that the leverage ratio served as a credible backstop 
for the risk-based capital— 

Mr. HILL. Let me reclaim my time. Thank you. I think you have 
explained that well. And when you look at the risk-based situation, 
clearly doing a stress test is an important part of that, right? What 
was CPI inflation in June? Do you know what that was: 9.1 per-
cent. Do you agree with that? 

Ms. THOMPSON. 9.1 percent. 
Mr. HILL. That was high, right? 
Ms. THOMPSON. It was very high. 
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Mr. HILL. Your stress test implies that inflation will be 1.5 per-
cent between 2022 and 2025. In your worst-case scenario, do you 
think that seems low? 

Ms. THOMPSON. We haven’t released our stress test scenario for 
this year, and we get our assumptions from the Federal Reserve 
like the other regulators, so we will be releasing that information 
in August of this year, the stress tests for both. 

Mr. HILL. I hope that stress test will reflect the inflationary envi-
ronment we are in and also the potential for a recession. I am glad 
to know that it will be out in August. You didn’t mention in your 
prepared remarks about your pending products and activities rule 
and when we can expect that. 

Ms. THOMPSON. Sure. We have been working on finalizing that 
rule for awhile now. And the issue that we are looking at is, how 
do we marry the rule with our current conservatorship authorities 
as we look towards working that out? We will finalize the rule. 

Mr. HILL. This year? 
Ms. THOMPSON. In the near term. 
Mr. HILL. Okay. It seems to me in looking at your pilot trans-

parency framework, and your equitable housing finance goals, 
those are in conflict with not having that product and services rule. 
I think it is putting the cart before the horse. That rule should be 
in place, and then those agencies can comply with those other poli-
cies with it. 

And, Madam Chairwoman, I would ask unanimous consent to in-
sert in the record a letter that Senator Tillis and Senator Toomey 
sent to Director Thompson, dated July 19th. 

Chairwoman WATERS. Without objection, it is so ordered. 
Mr. HILL. I thank the Chair, and I yield back. 
Chairwoman WATERS. Thank you. The gentlewoman from Ohio, 

Mrs. Beatty, who is also the Chair of our Subcommittee on Diver-
sity and Inclusion, is now recognized for 5 minutes. 

Mrs. BEATTY. Thank you, Chairwoman Waters, and thank you to 
Director Thompson for appearing before the committee today. Let 
me say at the onset that it is great to have an experienced and 
competent leader at the head of FHFA, especially at this very crit-
ical time in the housing market. 

I represent Columbus, Ohio, and the surrounding areas, and 
housing affordability is one of the most-pressing issues facing my 
district. Unlike practically all of the other Midwestern cities, Co-
lumbus is growing. Between the 2010 and 2020 Census, the popu-
lation of the Columbus Metropolitan Area grew by 236,000 people, 
which is 9 times more than the entire rest of the State of Ohio. 
And we are very fortunate that with Intel’s incredible multi-billion- 
dollar investment in semiconductor manufacturing in the area, the 
growth is only going to accelerate in the next decade. This is a 
great position to be in, but that growth has put a huge strain on 
the availability of housing, especially affordable housing. 

We know what the National Low Income Housing Coalition has 
said for our area, that there are only 32 available affordable hous-
ing units for every 100 households. That leaves us basically about 
50,000 units short. So, I am very grateful for all that you have 
been saying to help us work on this, although I know you don’t do 
housing and you don’t originate home loans, but I am very im-
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pressed that you said in your testimony that you are exploring the 
policies and programs to address the high cost of housing. 

But here is my first question. Everybody knows I am the Chair 
of the Diversity and Inclusion Subcommittee, and I have been on 
the record asking every one of your colleagues if you are aware of 
the Office of Minority and Women Inclusion (OMWI), and what 
that means, and if you have an OMWI Director? 

Ms. THOMPSON. Yes, we are very aware of OMWI, and we do 
have an OMWI Director who reports directly to me. 

Mrs. BEATTY. Okay. Thank you for that. You would be surprised 
at how many have not answered that question. Director Thompson, 
I also understand that FHFA announced that Fannie and Freddie 
contributed some $740 million into the Housing Trust Fund, and 
that, as I recall, is about a $29-million increase over last year. And 
we welcome that news because, as you know, the Housing Trust 
Fund is an important tool to produce and preserve affordable hous-
ing for low-income households. But the fact is, even with this in-
crease, the Housing Trust Fund falls a little bit short of what we 
need in it. Can you speak to what impact it would have if perhaps, 
we were able to double the size of the Housing Trust Fund? 

Ms. THOMPSON. Sure. Thank you. The Housing Trust Fund, the 
allocation that Fannie Mae and Freddie Mac make to both the 
Housing Trust Fund and the Capital Magnet Fund is through stat-
utory formulas, and certainly, it is based on acquisitions. We had 
a record contribution last year because Fannie and Freddie had 
record acquisitions, and so depending on the number of loans they 
purchase, that will determine how much is contributed. The Hous-
ing Trust Fund is very important because we send the money to 
HUD, and they distribute it to the States, who have a good under-
standing of the specific needs in their respective areas. And so, 
those allocations are very important. The money to the Capital 
Magnet Fund goes to the Community Development Financial Insti-
tutions (CDFIs), and they, too, can distribute money as appropriate 
to their local areas, but the Housing Trust Fund and the Capital 
Magnet Fund are very important for impacting local housing sup-
ply. 

Mrs. BEATTY. I am very glad you said that in front of my col-
leagues, because I have a bill that I am going to reintroduce, called 
the Generating Resources and Opportunities Within (GROW) Act, 
which will allow us to increase the contributions of Fannie Mae 
and Freddie Mac into the Housing Trust Fund and the Capital 
Magnet Fund. I think I have a few seconds left, and with that, is 
there anything else, if I yield my time to you, that you would like 
to say to us about your leadership or anything that you have been 
doing? 

Ms. THOMPSON. Sure. Thank you for the opportunity. And, again, 
I really just want to reiterate that both safety and soundness, and 
sustainable access to credit are very important to me, and I take 
my position very seriously. We have a huge responsibility. We have 
public confidence. And I have actually worked at FDIC and at 
FHFA, and I have had an impact and a chance to see what hap-
pens when public confidence is destroyed. I take this role very seri-
ously and I just want to make sure that we are marching down the 
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path of safety and soundness, good financial condition, and also eq-
uitable access to credit throughout the country. 

Mrs. BEATTY. Let me just say, thank you. And Madam Chair-
woman, let me also say for the record, many other former Directors 
have probably done a great job, but they have not reached out as 
Director Thompson has. I want to be on the record and thank you 
for reaching out, for talking about housing far beyond the tradi-
tional means of coming before this committee, and I have had the 
opportunity to have some one-on-one time with you. Thank you, 
and I yield back. 

Chairwoman WATERS. Thank you. The gentleman from Ten-
nessee, Mr. Rose, is now recognized for 5 minutes. 

Mr. ROSE. Thank you, Chairwoman Waters, and Ranking Mem-
ber McHenry, for holding the hearing, and thank you to Director 
Thompson for being with us today. 

I would just like to first express some concerns about the pro-
posals that are attached to this legislative hearing today. We are 
over $30 trillion in debt. We are experiencing the highest inflation 
in over 40 years, and the Majority has chosen to attach proposals, 
like Build Back Better, and the Downpayment Toward Equity Act, 
to this hearing that would spend money we don’t have, put people 
in houses they can’t afford, and exacerbate the current inflation 
that is hurting everyday Americans, including Tennesseans back in 
my home district. 

With that, let me dive right into some questions. Director 
Thompson, during your confirmation hearing before the Senate 
Banking Committee, you stated that you, ‘‘have long believed that 
safety and soundness and access to credit are not mutually exclu-
sive.’’ While some actions that the FHFA takes may promote either 
safety and soundness or access to credit, there are actions that 
FHFA can take and prioritize that enhance both safety and sound-
ness and access to credit, such as utilizing direct mortgage insur-
ance. Will you commit to prioritizing initiatives at FHFA that will 
both enhance safety and soundness and improve access to credit? 

Ms. THOMPSON. Absolutely. Thank you for the question, because 
that is really something I firmly believe in, and/both safety and 
soundness and equitable access to credit, not either/or. And, again, 
we have seen the extremes on both ends, and they have to work 
hand-in-hand because the Enterprises have to do things in a safe 
and sound manner, but they have to fulfill their mission to promote 
equitable access across the country to every neighborhood so that 
we have a good functional housing finance system. 

Mr. ROSE. What about direct mortgage insurance? Would you 
speak to that? 

Ms. THOMPSON. That was, I think, a pilot that the Enterprises 
engaged in a couple of years ago. I would have to take a look at 
what the results were, and probably get input from stakeholders on 
the impact of that particular pilot. 

Mr. ROSE. Thank you. Director Thompson, I would like to follow 
up on some of the questioning that you have already faced regard-
ing the GSEs. Do you believe that the conservatorships are 
unsustainable and need to end? 

Ms. THOMPSON. The Enterprises have been in conservatorship for 
14 years, so I think that nobody ever expected that to be the case. 
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I know, again, at the FDIC, when an institution is placed into con-
servatorship, it is placed into conservatorship for a resolution, 
which is sale or some other mechanism. This is really unprece-
dented what we have had to deal with for these past years, and 
this isn’t something that there is an easy answer to. So, when the 
Congress makes a decision on the future of the secondary mortgage 
market, we certainly can do whatever we can to facilitate that, and 
we can try to be helpful to the extent that you all want to engage 
in legislative proposals. But, again, I am the sixth Director, and 
have worked under four Administrations, and we are happy to en-
gage on this issue whenever you all would like. 

Mr. ROSE. Thank you. Do you believe that any government guar-
antee should be paid for and should come behind significant private 
capital in the first loss position, kicking in only in the most cata-
strophic of economic crises? 

Ms. THOMPSON. Yes. I believe that is one of the reasons that we 
are allowing the Enterprises to build capital so that the govern-
ment doesn’t have to absorb any of the losses. As another reason, 
we are facilitating the Credit Risk Transfer Program, again, so that 
the private sector, not the Enterprises and not the taxpayers, can 
absorb any catastrophic or unexpected losses. We do believe in hav-
ing skin in the game. 

Mr. ROSE. And I think you have sort of alluded to this, but are 
you going to make it a priority during your time to end the 
conservatorships? 

Ms. THOMPSON. I am going to make it a priority to make sure 
that the Enterprises are run as responsibly as they can be from an 
operational and financial perspective. Again, ending 
conservatorships is not a quick action to undertake. There are cap-
ital targets that have to be met. There are other policy issues that 
have to be decided by different stakeholders, Treasury, some with 
the Federal Reserve and others. So, it is not an easy or immediate 
process, and we will do our best to make sure that when they do 
exit, they are in a good position both financially and operationally. 

Mr. ROSE. And in the last seconds that I have here, I want to 
just renew a statement that I made to your predecessor, which is 
that back in my home State of Tennessee, a lot of folks are still 
very concerned about compensation at the GSEs, particularly be-
fore that 2008 crisis. And if the taxpayer is going to be on the hook, 
we certainly want to be sensitive to that. Thank you. 

Chairwoman WATERS. Thank you. The gentleman from Florida, 
Mr. Lawson, is now recognized for 5 minutes. 

Mr. LAWSON. Thank you, Madam Chairwoman, and Ranking 
Member McHenry. Director Thompson, congratulations and wel-
come to the committee. In terms of closing the racial wealth gap, 
where does FHFA stand on creating power programs that will 
allow the Government-Sponsored Enterprises to purchase more 
non-conforming loans for community development financial institu-
tions? 

Ms. THOMPSON. Thank you for the question. FHFA required the 
Enterprises, Fannie Mae and Freddie Mac, to submit equitable 
housing plans that looked at what are the barriers to homeowner-
ship, and what are some things that they could put in place to ad-
dress those barriers. Again, there are creditworthy borrowers 
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across the country who are not able to get homes, and some people 
don’t even believe that they can have a home. I spoke earlier about 
one of the programs that both Enterprises have undertaken, which 
is to include positive rental payments in the calculation of the un-
derwriting score, and that is a program that can be implemented 
across the country. But we believe that people have paid their 
mortgages and they pay their rent. 

Rental payment is one of the largest payments that people make 
every month. And if you have someone who is paying their rent on 
time, that certainly speaks to their ability and willingness to repay, 
and that ought to be considered in the credit score calculation and 
certainly can help responsible homeownership. 

Mr. LAWSON. Okay. That is great. And, Director Thompson, since 
you mentioned rental assistance, renters who are working hard and 
trying to save up enough for a down payment to purchase a home 
seem to be working against a moving target with strong year-over- 
year increases in home prices and rental costs as well as increases 
in interest rates. What more do you think the Enterprises can do 
to ensure that those who are looking to transition from rentals to 
owning a home are not left behind and locked out of the dream of 
homeownership? 

Ms. THOMPSON. Both Enterprises have first-time homebuyer pro-
grams, I think, working with different stakeholders around the 
country to make sure that prospective homebuyers are aware of 
these programs, that they are aware of the requirements, and that 
they are ready for homeownership. We believe that there is a lot 
of information out there about the Enterprises and their programs 
to promote responsible access to credit, and just working with other 
stakeholders to make sure that information is available so that we 
can get creditworthy borrowers into homes. 

Mr. LAWSON. Director, climate change poses an increased threat 
to the housing financial system. And I heard you allude to it earlier 
that FHFA does have to confirm these changes, the challenges that 
they have with these climate changes. 

Ms. THOMPSON. That’s a great question. From a housing perspec-
tive, we think of climate change from the natural disaster perspec-
tive. We look at wildfires and the impact of hurricanes and floods, 
and we want to make sure that the Enterprises are well-positioned 
to address these issues as they come up. For example, if a hurri-
cane or a tornado takes place and there is a stated national dis-
aster, homeowners are impacted immediately. The last thing they 
need to worry about is whether or not they are going to make their 
mortgage payment when they are looking for an alternative place 
to live. 

So, making sure that we have good programs in place to help 
borrowers in their time of need, I think is very important. And as 
we are seeing more and more of these climate issues take place, 
making sure that people know that they don’t have to worry about 
making their mortgage while they are actually trying to find ade-
quate housing for their families. So, having forbearance programs 
and modification programs in place, we believe is really important. 

Mr. LAWSON. Okay. Thank you very much. Madam Chairwoman, 
I yield back. 
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Chairwoman WATERS. Thank you very much. The committee will 
take a 15-minute recess and resume at 12:16 p.m.. 

The committee stands in recess. 
[recess] 
Chairwoman WATERS. The committee will come to order. 
The gentleman from Ohio, Mr. Davidson, is now recognized for 

5 minutes. 
Mr. DAVIDSON. Thank you, Madam Chairwoman. Director 

Thompson, thanks for your time here today. And thanks for the 
work you are doing to make owning a home more feasible for more 
families around our country. We have had a lot of approaches here 
and within the committee, and I don’t think it will surprise anyone 
that we have differences of opinion on how to solve a problem. The 
good news is that this is one in which we share a common objec-
tive. We think America is better and the American Dream is more 
complete when more people own their homes. And I just want to 
run through a couple of scenarios here that are ways to maybe go 
about that. 

Hypothetically, if all borrowers were given a fixed sum of govern-
ment grant money to purchase a new home, would the market re-
spond by simply increasing home prices by the same amount? 

Ms. THOMPSON. It is hard to tell the answer to that question, and 
I don’t know that the market will respond by increase. I don’t know 
how the market will respond, honestly. 

Mr. DAVIDSON. I think economists would recognize that if you 
have an artificial insertion of, say, whether it is $10,000, $50,000, 
or $100,000, setting that aside, say my colleague, Mr. Loudermilk, 
he is going to sell a home and I will buy it, and we said, all right, 
$250,000, done. Great. Make it $300,000. What do you mean? We 
just shook on $250,000. Oh, we are going to get $50,000 from the 
Federal Government. That is effectively how subsidies work, and 
the things that we subsidize tend to be more inflated. We sub-
sidized health care, most egregiously, and we have seen the prob-
lems of subsidies in education. And what is gone is the rate of in-
flation, and the things that we subsidize far outpace the massive 
inflation we have seen in the United States. 

And, frankly, I have been really concerned because the Federal 
Reserve created this artificial subsidy for housing for a long time, 
and they were soaking up Treasuries that no one else was willing 
to buy massively, but they were also buying about $40 billion 
worth of mortgage-backed securities every month. That is not a di-
rect subsidy, but it is an indirect subsidy. How will FHFA adapt 
and how will the market respond to the fact that the Federal Re-
serve is no longer soaking up $40-billion worth of demand for these 
every month? 

Ms. THOMPSON. I think the Federal Reserve made a comment 
about what actions they were going to take, and part of those ac-
tions was to let some of the mortgage-backed securities run off, and 
we have seen some of that take place. When we looked at the ac-
tual coupons of what Federal Reserve Bank holdings were, I think 
they were looking at coupons or interest rates, securities with in-
terest rates of like 2 and 2.5 percent, and in today’s interest rate, 
our current coupon is about 4, 4.5 percent. So, we think that the 
Federal Reserve’s actions certainly have started, and it has yet to 
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be seen what impact they will have, but so far we have not seen 
a significant change. 

Mr. DAVIDSON. You are doubling the cost of interest rates on 
homes, so the rate of interest is going to go up. We are seeing the 
market respond to that already. And fundamentally, that depresses 
prices, because for the same amount of money per month, someone 
who was going to buy a $250,000 home might have to look at a 
$200,000 home now because they can’t afford the payment. The in-
terest gets much more expensive, and that has the effect of de-
pressing prices. Conversely, when they were subsidizing, it had the 
effect of inflating prices. We have experienced this asset price infla-
tion for nearly 2 years with the Fed dumping fuel on the fire. I 
think one of the hopes, really, is technology. 

We could all continue to have these debates about continuing, 
hopefully, to turn off some of the economic distortions that we are 
seeing here. It is trending the right way at the Fed. Hopefully soon, 
there will be an election that will help turn the trend the right way 
here in Congress. 

But your office, I was encouraged to see, announced an Office of 
Financial Technology. In this paragraph, I just wanted to say, in 
the announcement, in preparation for the launch of the Office of Fi-
nancial Technology, FHFA conducted discussions with peer regu-
latory agencies and industry groups. A key takeaway from those 
discussions is the value of consistent stakeholder engagement and 
helping to identify opportunities and challenges in the application 
of new technologies in the housing finance system. 

Do you go about that approach with clear regulatory guidance or 
regulation by enforcement? And what are some of the things that 
you view as promising as you are launching this Office? 

Ms. THOMPSON. Sure. It depends on the issue, which would de-
termine, as it is true with the banking regulators, was imple-
mented through guidance and what is implemented through statu-
tory regulation. But as we engage with the other regulators, and 
we certainly do with the FFIEC and also with FSOC, but each of 
the regulators has started an office of financial technology or some-
thing similar. 

One of the things we wanted to do was try to figure out what 
lessons they have learned before we started our office, and specifi-
cally, we want to focus on technology impacts in the mortgage in-
dustry. And we want to see the technology that is being used, and 
how it is being used, to make sure that it is a safe and sound proc-
ess, not just for the user of the technology, but for the borrower as 
well. 

Mr. DAVIDSON. Thank you. My time has expired, and I look for-
ward to cooperating with you as you develop that office. Thanks. 

Chairwoman WATERS. The gentleman from New Jersey, Mr. 
Gottheimer, who is also the Vice Chair of our Subcommittee on Na-
tional Security, International Development and Monetary Policy, is 
now recognized for 5 minutes. 

Mr. GOTTHEIMER. Thank you, Madam Chairwoman, and thank 
you, Director, for being here today. The United States is suffering 
from a chronic housing shortage, as we know, and I believe it is 
well past time to implement a long-term national strategy to ex-
pand our housing supply. The first step of developing a sustainable 
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and abundant supply of housing, of course, is to reduce the cost of 
materials and increase access to labor. To do this, Congress will 
take immediate action to fix our supply chains and strengthen our 
workforce by, among other actions, investing in skilled and con-
struction trades. 

Director Thompson, from your perspective, what is the greatest 
obstacle to increasing the supply of housing in the United States, 
and what actions could Congress take to most quickly reduce hous-
ing costs for Americans? 

Ms. THOMPSON. That’s a great question, and certainly, the hous-
ing supply shortage is not new, and it is getting exacerbated, as 
you stated, through the labor shortage, labor costs, and supply 
chain issues. And to the extent there are answers to address those 
particular issues, I think that can be very helpful in terms of just 
addressing the housing supply. If you have the supplies and the 
supply chain is distorted and taking a long time, that has a huge 
impact on home builders, and it is just a domino effect. So to the 
extent that Congress has ideas about things that they want to do, 
certainly we would work with them to figure out what would work 
for our regulated entities in a way that would be helpful. 

Mr. GOTTHEIMER. And are there policies that FHFA is pursuing 
to increase the supply of affordable housing in the United States? 

Ms. THOMPSON. FHFA indirectly impacts affordable housing and 
housing specifically. We don’t build. We are, as you well know, pro-
viders of secondary market liquidity, and we can incrementally im-
pact housing. For example, we have allowed the Enterprises to allo-
cate low-income tax credit or the housing tax credit in rural and 
other properties as specifically focused on affordable housing. We 
have also encouraged the Enterprises to take a look at their exist-
ing Accessory Dwelling Unit (ADU) programs, and also manufac-
tured housing programs, which we think will be very beneficial in 
terms of helping the housing supply in rural areas where housing 
supply issues are particularly acute. 

And again, we are happy to work with the Congress to do what-
ever we can to be helpful as we, as a nation, address the housing 
supply issue. 

Mr. GOTTHEIMER. Thank you, Director. Now, I would like to shift 
focus to the ongoing credit score evaluation, which has now been 
in progress for more than 7 years. Over the past 4 years, I joined 
my colleagues in sending letters to three different FHFA Directors, 
including you, about my concerns with the proposed multi-score op-
tion where the credit bureaus own one of the credit score devel-
opers, VantageScore. The credit bureaus already control the credit 
data that would be needed by any credit score developer to produce 
a score for this unique market. As a result, I don’t see how creating 
a multi-score system, which strengthens the credit bureaus’ market 
position, is a viable consideration. 

I appreciate your recent response to my letter raising these con-
cerns, but I am requesting further elaboration, please, on how the 
so-called lender choice option could address the vertical integration 
threats, consumer confusion, and a host of other problems that 
arise from this approach. 

Ms. THOMPSON. Sure. Thank you for the question. We have not 
made a decision on the credit score model. As you know, both En-
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terprises and most mortgage participants have used the FICO clas-
sic model for over 20 years now. And there have been so many dif-
ferent changes and things that should impact credit scoring, like 
utility payments or rental payments. And there are just a host of 
other issues that are now more prevalent than they were 20 years 
ago. In fact I don’t even think they existed 20 years ago. 

But at the end of the day, making a change on updating the cred-
it score model is a decision that we take very seriously because it 
is going to have significant operational and cost impacts, even if we 
move from one credit score to a new credit score. So, we want to 
be very thoughtful, and we want to engage with all of the stake-
holders about not just what we do, but how we do it, because it is 
going to be very costly. Many people think that the credit score 
models— 

Mr. GOTTHEIMER. I’m sorry. I want to try to get a sense of your 
timing in that, when you expect a decision. Do you have a sense 
of timing of it coming, because it has been 7 years? Do you have 
a sense of whether that will be soon? 

Ms. THOMPSON. Yes. We are in the process. This isn’t an easy de-
cision, and we want to make sure that we are making the right de-
cision because it impacts so many stakeholders throughout the na-
tion. 

Mr. GOTTHEIMER. Yes. I just worry a lot because we know that 
is going to take another 2 years once it is decided. I just worry a 
lot about the impact it is having on homeowners and families. So, 
anything you can do to keep us abreast of kind of that progress 
would be very helpful. 

Ms. THOMPSON. I am happy to do so. Thank you. 
Mr. GOTTHEIMER. Thank you so much, and I yield back. 
Chairwoman WATERS. Thank you. The gentleman from Georgia, 

Mr. Loudermilk, is now recognized for 5 minutes. 
Mr. LOUDERMILK. Thank you, Madam Chairwoman. Director 

Thompson, congratulations on your position. And it is a very impor-
tant time, a very tenuous time that we are in right now, where we 
are focused on the safety and the soundness of the GSEs, and I 
hope you would agree with that. And I want to talk a little bit 
about some priorities of your office, and, first, let me ask, where 
are you on finalizing the rule for prior approval of Enterprise prod-
ucts as the law requires? 

Ms. THOMPSON. Sure. That’s a great question. We are in the 
process of looking at finalizing that rule. We want to make sure 
that there is transparency in the activities of the Enterprises, and 
we are looking at a couple of different aspects. So, we will be final-
izing the rule. 

Mr. LOUDERMILK. You are going to finalize the rule as it is writ-
ten by law? 

Ms. THOMPSON. Yes. 
Mr. LOUDERMILK. Okay. I just want to make sure, because my 

understanding is you may be replacing it with a pilot transparency 
framework. 

Ms. THOMPSON. No, no, the pilot transparency framework—just 
to be clear, there were a lot of questions about what the Enter-
prises were doing in both their duty to serve plans and also the eq-
uitable homeownership or the equitable housing plans. And we 
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wanted to have a framework in place to be transparent about what 
activities the Enterprises were undertaking so that people could 
comment or so you would just know what they were doing. And 
that was just one step that we were undertaking, because these 
pilot programs, some of them are included, and we want to have 
a transparent process where people know what the Enterprises are 
doing. 

Mr. LOUDERMILK. So, your pilot transparency framework is not 
going to replace the rule. And you are still going to require public 
comment? 

Ms. THOMPSON. We have a proposed rule, and we received public 
comment on the proposed rule. We are taking those comments into 
consideration, and we are going to finalize the rule based on the 
comments that we received. The pilot transparency does not take 
the place of the rule. 

Mr. LOUDERMILK. Okay. And that is why I am asking questions, 
because there are perceptions, and in politics, perceptions can be 
reality, so I just want to make sure we are in the right place on 
priorities. And let me first say that I agree, and I think everyone 
on this committee, in Congress, agrees that there should be equity 
in all that we do, regardless of someone’s background, someone’s 
race, et cetera, and I applaud those who look at that to ensure that 
things are equitable. But there have been some issues that we have 
seen here in Congress that when you base a policy specifically on 
race, that is unconstitutional. We have seen that happen recently. 

And I just want to make sure that the racial equity plans that 
we come forward with are based on the Constitution. Our concern 
is that Fannie Mae’s recent racial equity plan never mentions, 
‘‘safety and soundness,’’ and Freddie Mac’s plan only mentions it 
twice. And the fact that some of these are race-based is generally 
unconstitutional, which we saw on the American Rescue Plan when 
a race-based priority was given to government subsidies and the 
courts ruled that is unconstitutional and struck it down. I just 
want to make sure that when you are going forward, you are work-
ing within the framework of the Constitution. 

Ms. THOMPSON. Yes, absolutely, and thank you for the question, 
because I can assure this committee that we fully intend to comply 
with the law as written. And the equitable housing plans are cer-
tainly plans that are focused on underserved communities, similar 
to the plans that we have for rural communities which are under-
served, and tribal communities. We are focused on communities of 
color because they have been impacted by the housing crisis of the 
Great Recession and even prior to that, and so the things that are 
in some of these equitable housing plans will benefit all. I had 
mentioned earlier the positive rental payments. That would be ap-
propriate for all borrowers, all prospective borrowers. 

Mr. LOUDERMILK. Okay. I only have a few seconds left, and you 
mentioned the 2008 recession. That was brought on because, really, 
we were subsidizing people to buy houses they could not afford, 
right? Right now, we are in a situation where the demand is out-
pacing supply. How do you reconcile that the Treasury Department 
is raising interest rates to suppress demand as we are trying to get 
inflation under control, but the GSEs are trying to artificially stim-
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ulate through homebuyers’ subsidies? Is that not contradictory 
here? 

Ms. THOMPSON. I’m a safety and soundness regulator first and 
foremost, and everything that the GSEs will do will be grounded 
in safety and soundness, and that includes access to credit. We 
have already seen what happens when unsustainable loans were 
made, and people had loans that they didn’t understand and 
couldn’t afford. We are not doing that. We want to make sure that 
access to credit is sustainable, that not only do people get in 
homes, but hey stay there, because it is completely disruptive for 
borrowers, servicers, you name it, an unsustainable system. 

Mr. LOUDERMILK. Thank you, Madam Chairwoman. 
Chairwoman WATERS. The gentleman’s time has expired. The 

gentlewoman from Iowa, Mrs. Axne, who is also the Vice Chair of 
our Subcommittee on Housing, Community Development, and In-
surance, is now recognized for 5 minutes. 

Mrs. AXNE. Thank you, Madam Chairwoman, and thank you, Di-
rector Thompson, for being here. I very much appreciate it. And I 
sure appreciate hearing the word, ‘‘rural,’’ in the last 5 minutes, I 
think 3 times, so thank you and your team for all that you are 
doing for rural housing as well. 

Just over 3 years ago, some of my constituents living in a manu-
factured housing community—which, as you mentioned, are good 
opportunities for getting people into homes—in Waukee, Iowa, re-
ceived a notice that their community had been sold, and that their 
rents were set to be jacked up by 69 percent. Many of these folks 
are people who are living on fixed incomes. They are, of course, 
now struggling to afford food and keep a roof over their heads. But 
to make matters even worse, that community, just like hundreds 
of other communities like theirs across the country, saw rent and 
fee increases, and the buyer was backed by Fannie Mae. 

So, having these kinds of predatory rent increases benefiting 
from Federal backing just seems so wrong. It is like adding insult 
to injury. And a few years ago, FHFA, Fannie Mae, and Freddie 
Mac worked on a set of tenant site lease protections (TSLPs). These 
are very basic things, as you well know, like notice of sale, or clo-
sure of a community, or the right to sell your own home in your 
community. But here is the problem. That community that I just 
talked about with a more than 60-percent increase in rent, that 
purchase included those TSLPs, and the buyer actually got a dis-
count to buy that community, but he is still jacking up their rent 
increases by 60 percent. 

I have to ask you, Director Thompson, does it feel like the resi-
dents in that community are really getting protected? 

Ms. THOMPSON. Great question. We believe that tenant protec-
tions are very important, and that is why we require both Fannie 
and Freddie to not purchase loans, especially in manufactured 
housing communities that don’t have the tenant protections, and 
they won’t get the duty to serve credit. I think we need to follow 
up on that specific example of what took place there because that 
is not the intent. In addition to putting these protections in place, 
one of the things that we do is we have the seller or the seller of 
the loan to Fannie or Freddie certify every year that these protec-
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tions are being enforced. I really would like to follow up with you 
on that specific incident. 

Mrs. AXNE. Absolutely, and I appreciate that because we have to 
make sure that we take care of this, so thank you. Now, can you 
explain quickly what the duty-to-serve obligations are and whether 
you think this purchase counts towards that requirement? 

Ms. THOMPSON. In order to meet the duty-to-serve requirement 
to get credit from our Agency for Fannie and Freddie, they have 
to have the tenant protections, and we ask the Enterprises to put 
forth a plan as to how they are going to increase liquidity in hard- 
to-serve areas, rural areas in particular. The duty to serve covers 
three specific areas: rural; manufactured housing; and affordable 
housing preservation. They submit their plans, and then we review 
them and approve them, and they have to meet those plans and 
then they get credit, and we assess their progress on an annual 
basis: Here is what you said you were going to do, and here is what 
you did. Did you do it, and if you didn’t, there are lots of conversa-
tions. 

Mrs. AXNE. Good. Thank you. So, it definitely does count. And I 
believe this kind of action should not be counting as community 
here, and I would ask you to look at those changes, so thank you 
for bringing that up that your team will because it is really impor-
tant. And I have to tell you, it is incredibly frustrating for me and 
my constituents who feel like they are being put under the thumb 
of a landlord who is taking advantage of Federal backing and not 
putting forth the protections that my constituents need. These are 
just average, everyday folks trying to make ends meet, save enough 
for a dignified retirement, and keep a good roof over their heads. 

In general, I would love to see you and the FHFA strengthen the 
protections for residents of communities that Fannie and Freddie 
finance, require public disclosure of those communities, align duty- 
to-serve credit with the actual level of support for the residents, 
and work to give residents a strong right of first refusal to give 
them a chance to buy their own communities. You may know I 
have been working with Senator Hickenlooper on this. We have a 
letter that gives more detail on those recommendations, so we will 
be getting that to you. And can I just have you commit to reviewing 
that letter and taking a look at some of these protections for manu-
factured housing? 

Ms. THOMPSON. Absolutely. We are happy to do so. 
Mrs. AXNE. Thank you so much. I will make sure the Senator 

knows about that. My team and myself are ready to work with you 
and your team at any given point in time. I agree with you. I think 
manufactured housing could be much more impactful in helping get 
a roof over people’s heads in this country, but only if the protec-
tions are really there for those tenants. Thank you so much. I yield 
back. 

Chairwoman WATERS. Thank you. The gentleman from Ohio, Mr. 
Gonzalez, is now recognized for 5 minutes. 

Mr. GONZALEZ OF OHIO. Thank you, Madam Chairwoman. And 
thank you, Director Thompson, and congratulations, which has 
been extended so many times and is much deserved. 

When I look at the housing market today and really for the last 
several years, I think what we see is a clear supply and demand 
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imbalance which is jacking up prices. Of course that was, in many 
ways, stimulated by zero percent interest rates which were held too 
low for too long. That aside, homes are becoming more 
unaffordable, and it is pricing, especially young families, out of the 
market entirely. As you note in your testimony, the number-one 
issue is low inventory. Beyond increasing the GSE’s equity invest-
ment cap, what more can the FHFA do to increase supply? For ex-
ample, could Fannie and Freddie take steps to encourage more 
lenders to make more low-cost loans available for builders to buy 
land and construct less-expensive starter homes for first-time buy-
ers? 

Ms. THOMPSON. That’s a great question, and we will have to take 
a look at the charter requirements for Fannie and Freddie to see 
if they were eligible to purchase construction or loans that had not, 
without the actual collateral, they have to buy the loans on prop-
erty that exists, not to be. But certainly, we would have to look at 
the charter requirements for Fannie and Freddie on that particular 
issue. 

Mr. GONZALEZ OF OHIO. Anything else that you could think of 
within your remit that could boost supply? 

Ms. THOMPSON. Again, as you pointed out, Fannie and Freddie 
have very little impact on supply. Certainly, they can provide li-
quidity for different types of mortgages. And you mentioned on the 
multi-family side, we talked about an increase in the LIHTC alloca-
tion. On the single-family side, we have really been looking again 
at accessory dwelling units and also the manufactured housing. We 
think, again, that the manufactured housing programs that already 
exist at Fannie and Freddie can certainly be helpful in terms of 
providing liquidity to those who want manufactured housing. 

Mr. GONZALEZ OF OHIO. Yes, thank you. I think that highlights 
a point that Mr. Davidson was moving in the direction of, which 
is the more subsidies we provide, the more that we do these sorts 
of things, we don’t actually solve the underlying problem, which is 
the lack of homes, and there simply isn’t enough supply in the mar-
ket. This is especially acute in the places with the worst homeless-
ness problems because it is nearly impossible. 

For example, let’s talk about San Francisco for a second, where 
it’s nearly impossible to bring homes online. It takes forever. It 
costs ungodly sums, and, as a result, their housing crisis is prob-
ably as bad as any in the country. 

So, I hope this committee will start to take that issue up in a 
major way. We talk a lot about housing and we should, because, 
as Mr. Davidson suggested, it is a shared priority for all of us. But 
until we do something significant on the supply side, I just don’t 
see this solving itself. 

I have a minute and 40 seconds left. So once again, the GSEs are 
growing in power and building up. They are implicitly taxpayer- 
guaranteed debt. As it stands, the combined assets of the GSEs are 
over $7 billion, which is an amount greater than the combined as-
sets of the nation’s three largest banks. What steps is the Agency 
taking to ensure that in the event of a market downturn, low-in-
come buyers will be protected and taxpayers won’t be required to 
once again bail out the GSEs? 
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Ms. THOMPSON. That is a great question. The Enterprises, as you 
mentioned, are responsible for a little over $7.5 trillion in— 

Mr. GONZALEZ OF OHIO. Trillion? I said, ‘‘billion.’’ It is trillion. 
Ms. THOMPSON. Yes, but your point was well made. Just over a 

year ago, they were allowed to retain all of the earnings that they 
made, and this has been about a year-and-a-half now, and between 
Fannie and Freddie combined, they have about $80 billion in cap-
ital. And in addition to continuing to build capital, they are also 
engaged in the Credit Risk Transfer Program, because while they 
are building capital, we want to make sure that if something unex-
pected happens or if there is a catastrophic loss, that we have 
transferred that credit risk to the private sector so that they can 
absorb some of those losses and that those losses are not on the 
backs of the taxpayers or the Enterprises. 

Mr. GONZALEZ OF OHIO. And how do you feel about that at the 
moment? Do you feel comfortable with the safety and soundness of 
our GSEs at the moment? 

Ms. THOMPSON. Yes, I feel very comfortable with the safety and 
soundness of the Enterprises. We have outstanding supervision 
programs, great people at FHFA who look at Fannie and Freddie 
every single day. We also actually benefited, to some extent, from 
the portfolio perspective, with the low interest rate environment as 
many borrowers took the opportunity to reduce their interest rates. 
I would consider that derisking the existing portfolio, so we are in 
good condition. We are concerned about some of the market vola-
tility and some of the rapidity with which these changes have 
taken place, the interest rate increase in home prices, so we keep 
our eye on that. 

Mr. GONZALEZ OF OHIO. Thank you. I yield back. 
Chairwoman WATERS. The gentleman’s time has expired. The 

gentleman from Illinois, Mr. Casten, who is also the Vice Chair of 
our Subcommittee on Investor Protection, Entrepreneurship, and 
Capital Markets, is now recognized for 5 minutes. 

Mr. CASTEN. Thank you, Madam Chairwoman, and Director 
Thompson, it’s nice to see you. I have great sympathy for your posi-
tion because I feel like all of us who are responsible in some capac-
ity for housing policy are deeply schizophrenic. On the one hand, 
we want houses to be a store of wealth and increase the wealth of 
the American people. On the other hand, we want housing to be 
affordable, and anything we do to push one of those levers hurts 
the other. And I think we have seen it a lot on this committee 
today, right, whether or not we think about housing inflation as 
being a good thing. 

From 2010 to 2020, a period that I think all of us would agree 
was not a particularly inflationary period, we saw median wages 
in the U.S. over that 10-year period grow by only 9 percent. CPI 
was up 20 percent during that period, and median home prices 
went up 50 percent. Those are numbers to prove what we all know, 
which is that it has gotten harder and harder for most Americans 
to buy their first home and start accumulating that wealth. 

And I had this conversation recently with Larry Summers that 
you can put a part of the blame for that on the fact that way back 
in 1983, we actually took housing prices out of the CPI Index. 
There was a concern that this was going to eventually bankrupt 
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Social Security because housing prices were going to grow so quick-
ly. And the result of that, in part, has been that the Fed does not 
raise interest rates as quickly to rising house prices as they other-
wise would have. 

And I wonder if you could comment just, number one, how you 
see your role, how you balance that tension between wealth cre-
ation and housing affordability? And number two, what would you 
pay if you didn’t have a house? Should we think about putting 
housing prices back into CPI so that the Fed can actually get out 
ahead of housing bubbles beforehand? 

Ms. THOMPSON. It is a great question, and I haven’t really 
thought about whether or not we should put housing back into CPI. 
I am certainly happy to work with you and do some research on 
that particular issue and get back to you and your staff on that. 

In terms of the balance, we try to balance all of the different fac-
tors, the market factors, and the other issues that pertain to the 
activities of our regulated entities. And there is always a healthy 
tension, as you mentioned, between the home prices and also af-
fordability. And again, our view is to make sure that safety and 
soundness as far as in that we are making sure that we are pro-
viding liquidity across the country to those who are eligible and 
able to purchase homes. 

And striking that balance, again, is important, because some-
times there are factors, as you have mentioned, that we just can’t 
or didn’t plan for. But, again, we have pretty restrictive programs 
in place that make sure that we are not allowing loans to be made 
that cannot be repaid and that borrowers cannot afford. I think 
that those are really some healthy tensions in terms of affordability 
and the home price. 

Mr. CASTEN. I would love to continue the conversation. It is a 
tricky issue. But at a minimum, it seems to me that if wealth is 
growing faster than income, that is going to disproportionately ac-
crue at the upper ends of our economy, which is what we stated. 

Second, unrelated question, I know you have gotten a lot of ques-
tions about Fannie and Freddie and conservatorship, and I under-
stand you are not going to go on the record with what might hap-
pen there. But it strikes me that you have a fairly unique vantage 
point because you oversee all of these other Federal Home Loan 
Banks (FHLBanks), many of which, unlike Fannie and Freddie, 
don’t have this innate conflict because it is a federally-backed, for- 
profit institution. They behaved in ways that got them into con-
servatorship in the first place, that you didn’t have to deal with, 
with the other FHLBanks because the other FHLBanks struc-
turally don’t have a conflict between their customers and their 
homeowners. 

And I wonder if you would consider having a conversation that 
if we are going to eventually get Fannie and Freddie out of con-
servatorship, can we think about learning the lessons from the 
other FHLBanks and maybe changing the structure of Fannie and 
Freddie so that they don’t have the incentives to get back in, be-
cause, again, I think within the banks you oversee, it is not coinci-
dental that the one that went into conservatorship, that blew up, 
was the one that had the conflict of interest, that, too, would have 
a conflict of interest. 
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Ms. THOMPSON. We are happy to have those conversations. 
Mr. CASTEN. Okay. I will follow up with your office, and I will 

yield back the balance of my time. Thank you. 
Chairwoman WATERS. Thank you. The gentleman from Wis-

consin, Mr. Steil, is now recognized for 5 minutes. 
Mr. STEIL. Thank you very much, Madam Chairwoman. And 

thank you for being here, Director Thompson. I appreciate your 
time with us today as well as your testimony. 

In your testimony, you noted that at the FHFA, you took decisive 
action to support the market and provide relief to borrowers and 
renters with mortgages backed by the Enterprises. This is in rela-
tion to navigating through the pandemic. And you said, ‘‘Our ac-
tions allowed millions of Americans to stay in their homes.’’ That 
is a great thing for so many Americans. Do you believe that during 
the pandemic, FHFA’s response to the pandemic fell short? 

Ms. THOMPSON. I believe that the pandemic was unprecedented. 
And I believe that FHFA and the regulated entities worked to-
gether to ensure that borrowers were protected and stayed in their 
homes, and also that renters were protected as well. And I think 
that we worked really hard to make sure that the losses, because 
nobody knew what they were, would not be exorbitant. 

Mr. STEIL. Understood. And I would agree that I think we actu-
ally navigated through that reasonably well from an FHFA per-
spective, and I appreciate your comments. The reason I bring it up 
is earlier, I know, in a previous statement, going back a little bit, 
our chairwoman said, ‘‘I am very concerned that FHFA’s response 
to this pandemic has fallen short, and that Director Calabria, like 
President Trump, is putting his personal agenda ahead of the 
American public.’’ I disagree with that, and from your words, it 
sounds like you do as well. 

Let me jump to the next topic I want to cover. I am curious, in 
particular, about the capital requirements, how we are building 
this up, in particular, and how, in your role as both a regulator and 
a conservator, you are analyzing building up those capital require-
ments and what actions are being taken under your direction to do 
that? How do you balance those two hats? 

Ms. THOMPSON. Sure. We have an Office of Conservatorship, and 
we also have an Office of Supervision. And the Office of Super-
vision operates in a similar way to supervision responsibilities at 
other Federal regulatory agencies, so they supervise. We have a su-
pervision team for the Enterprises, and we have a supervision 
team for the Home Loan Banks. The Office of Conservatorship 
looks at the infrastructure of the Enterprises, and they also work 
with the Division of Housing Mission and Goals, which works on 
many policy initiatives. We have a huge governance infrastructure 
that evaluates some of the policies and practices of the Enterprises, 
but we have a separate team that oversees supervision. 

Mr. STEIL. Understood. That is a helpful clarification for me. Is 
it a goal in your role as the Director to continue to build capital 
at the GSEs? 

Ms. THOMPSON. Absolutely. 
Mr. STEIL. Perfect. And I would like to take that in that context 

and ask you a question about a decision you made. Under Director 
Calabria’s FHFA, we put a portfolio cap on vacation homes and in-
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vestment properties, which you removed once you took over, and I 
am curious about the justification for that? Earlier today, you said 
you think it is important that we move risks to the private sector, 
and I agree with that. So, how would you explain that to a voter 
in Kenosha, Wisconsin, who is concerned that their tax dollars are 
at risk for the GSEs, and, in particular, as it relates to vacation 
properties and second homes? 

Ms. THOMPSON. I would say that FHFA and Fannie and Freddie 
monitor risk. There is a role for seconds and investors. And in 
many cases, the investor properties are in minority or low- to mod-
erate-income communities. That would be true in Kenosha or— 

Mr. STEIL. The vacation properties are in low- to moderate-in-
come areas? 

Ms. THOMPSON. No, no. Vacation properties might be in Door 
County or other. 

Mr. STEIL. If they ever visited Wisconsin, it would be one of the 
most high-income areas in the State, right? There are often vaca-
tion, private—traditionally, people who have second homes are not 
low-income individuals. 

Ms. THOMPSON. We just monitor the risks. We monitor what 
comes in for investor properties and second homes. I did not re-
move it. We are monitoring the risk to our conservatorship authori-
ties and our supervisory authorities. 

Mr. STEIL. I appreciate your comments. Let me just share my 
view on this, which is that I think any time government risk is 
being backed by shareholders, implicitly or explicitly—in this case, 
implicitly—I get really concerned when we are looking at fancy- 
pants vacation homes differently than, in particular, low-income in-
dividuals, whom we really have to make sure we are getting into 
that home. When we look at expensive homes, I think that is a dif-
ferent bucket. I appreciate your time. I yield back. 

Chairwoman WATERS. Thank you. The gentlewoman from Massa-
chusetts, Ms. Pressley, who is also the Vice Chair of our Sub-
committee on Consumer Protection and Financial Institutions, is 
now recognized for 5 minutes. 

Ms. PRESSLEY. Thank you, Madam Chairwoman. I really appre-
ciate your holding this critical hearing, and Director Thompson, I 
appreciate your leadership at the FHFA. 

Blatantly racist policies, like redlining, denied Black families 
homeownership opportunities throughout much of America’s his-
tory, and we are still seeing the effects of those laws today. In fact, 
the WBUR analysis of mortgage lending in Boston, a city in my 
district, the Massachusetts 7th, found that between 2015 and 2020, 
Black applicants were denied mortgages at 3 times the rate of 
White applicants. This is modern-day redlining, and we need inten-
tional policy solutions and tools to end this discrimination and cre-
ate equity in our housing market. 

Director, every family has the right to a stable, safe, and afford-
able home, but for Black families, this right has truly never been 
actualized. Director Thompson, last December you acknowledged 
that special purpose credit programs are important tools that can 
promote equity. Fannie Mae and Freddie Mac both cite these pro-
grams as ways to help promote credit access and reduce barriers 
to homeownership for Black and Latino borrowers. However, these 
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programs remain dramatically underutilized. Can you share with 
us your plan to ensure the special purpose credit programs reach 
borrowers of color who are disproportionately underserved? 

Ms. THOMPSON. Sure. Thank you for the question. The Enter-
prises, as you have mentioned, have published these equitable 
housing plans, and contained in those plans are provisions to uti-
lize the special purpose credit programs. And we are making sure 
that all of the programs and policies that are in these equitable 
housing plans come before the FHFA so that we can understand 
the risk, and we can understand the impact, both on low- to mod-
erate-income families and communities of color. And we really be-
lieve that the SPCPs, or the special purpose credit programs, are 
going to be a really good way to facilitate equitable homeownership 
in a responsible way, working with different stakeholders. 

Ms. PRESSLEY. Thank you. And Director Thompson, Fannie Mae 
and Freddie Mac’s practice of charging loan-level price adjustments 
disproportionately impacts Black and Brown borrowers, due, in 
part, to limited access to wealth for large down payments. These 
fees are pricing many Black and Brown borrowers in my district 
and around the country out of the mortgage market altogether. 
Will you commit to eliminating loan-level price adjustments, and 
have you considered how this change could help struggling home-
buyers actually achieve equitable access to homeownership? 

Ms. THOMPSON. Thank you for the question. We have asked 
Fannie Mae and Freddie Mac to undertake a holistic pricing re-
view, which would include the loan-level pricing adjustments or de-
livery fees and also the guaranty fees. And we are going to look at 
the submissions and take into consideration the impact that pricing 
has on all of the different segments, including communities of color. 
That is a priority for the Enterprises for this year, and we will 
commit to taking a look at, again, the pricing and the impact on 
different areas of impact. 

Ms. PRESSLEY. Thank you. And with the Federal Reserve’s recent 
interest rate hikes, homeownership is even further out of reach for 
many working-class families due to the increased cost of mortgages, 
so at least some layer challenges there. Director Thompson, what 
policy options is the FHFA considering to offset rising interest 
rates and assist first-time homebuyers who lack intergenerational 
wealth? Would you agree that post-purchase counseling or, say, a 
reserve account to assist borrowers with home repairs and other fi-
nancial hardships will help in that regard? 

Ms. THOMPSON. I absolutely think that post-purchase counseling 
is extremely helpful, especially when a borrower gets in trouble. 
That was one of the lessons learned from the Great Recession, that 
borrowers were not calling their servicers when they were getting 
in trouble with having to pay their mortgages or when they 
couldn’t pay. So, early contact is really important, and so we think 
that is really just fundamental. 

The other thing that you mentioned that I think is very impor-
tant is what I call liquidity reserves, or what happens when the hot 
water heater breaks and you have to go into your savings. These 
are the things that really need to be talked about as we enter and 
embark into homeownership because these unexpected expenses 
can certainly have an impact on households. And the more infor-
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mation borrowers, especially first-time homebuyers and first-gen-
eration homebuyers, have is going to be just crucial to the sustain-
ability of the mortgage. 

Ms. PRESSLEY. Thank you. 
Chairwoman WATERS. Thank you. The gentleman from South 

Carolina, Mr. Timmons, is now recognized for 5 minutes. 
Mr. TIMMONS. Thank you, Madam Chairwoman, and welcome, 

Director Thompson. Thank you for being here. Are you familiar 
with the intern graduate opportunities that are available at the 
FHFA? 

Ms. THOMPSON. We have interns at FHFA. I am not sure if that 
is an exact name of the program. 

Mr. TIMMONS. Sure. I am looking on the website, and you have 
internships for, I guess, college-, and high-school-level students. 
You have a Recent Graduate program, a Presidential Management 
fellow program, and a Research Assistant program, with different 
levels of qualifications, and different pay structures, obviously, be-
cause some of them have more qualifications than others. That 
makes sense. Have you ever been involved with any hiring or rec-
ommendations for any of the positions I just talked about? 

Ms. THOMPSON. No, I have not. 
Mr. TIMMONS. Do you have any idea what they make? 
Ms. THOMPSON. The High School Interns is a new program. We 

certainly work with the other regulators like the OCC, the SEC, 
and other financial regulators, but I am not sure what the exact 
pay is for those. 

Mr. TIMMONS. But you would agree it is probably not more than 
$100,000 for any of those positions annually? 

Ms. THOMPSON. For an internship? 
Mr. TIMMONS. Yes. 
Ms. THOMPSON. I have no familiarity with pay scale, and we ac-

tually work with our other regulators to figure out what our pay 
structure is going to be. 

Mr. TIMMONS. If they did make over $100,000, do you think they 
should be subject to the ethics and disclosure requirements? 

Ms. THOMPSON. I think everybody should be subject to ethics re-
quirements. 

Mr. TIMMONS. I like that answer. That is very helpful. So, you 
don’t have any fellowship programs where you have, say, a couple 
dozen people making a quarter-million dollars a year working for 
you? 

Ms. THOMPSON. I would have to take a look so I could give you 
an accurate answer. 

Mr. TIMMONS. Okay. Probably not. Is that right? You would 
know about it if you did. 

Ms. THOMPSON. I should know about it. 
Mr. TIMMONS. I guess one last question. Would you allow any of 

your interns or graduate fellows to do interagency communications, 
kind of speak on your behalf in their capacity as an intern or a fel-
low? Probably not? 

Ms. THOMPSON. I allow my direct reports to speak up. We speak 
on behalf of the Agency. 

Mr. TIMMONS. Sure. That is fine. 
Ms. THOMPSON. Yes. 
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Mr. TIMMONS. Okay. As you know, in November of 2015, Con-
gress enacted the Equity in Government Compensation Act of 2015, 
which capped the compensation that the Chief Executive Officer of 
each GSE can make at the levels in effect at the start of 2015, 
which was $600,000 per year. Then in March of 2019, FHFA’s In-
spector General found that the GSEs had fought their compliance 
with that law by creating new executive level jobs, ‘‘acting to cir-
cumvent the congressionally-intended cap of $600,000 on CEO com-
pensation.’’ 

Housing Subcommittee Ranking Member French Hill sent a let-
ter to your predecessor, Director Calabria, about this issue in 2019. 
My question today is, beyond the Chief Executive Officers, to whom 
that law applies, are there any current employees at any level of 
either Fannie Mae or Freddie Mac who are currently making more 
than $600,000 in an annual salary? 

Ms. THOMPSON. I don’t believe so, but I would check with the Ks 
and Qs that are issued by the Enterprises. They do have at-risk 
compensation, but I don’t believe that there is any individual with-
in Fannie or Freddie who has a base salary of more than $600,000. 

Mr. TIMMONS. Okay. I guess I will give you some homework. If 
there are any, could you tell us how many, and we will submit 
some questions. And then, could you supply a list of those positions 
and their rate of compensation, if anyone does exceed $600,000? 
And we will get you something in writing. It is okay. And would 
you agree that if anybody is making more than that while the 
GSEs remain in taxpayer-supported conservatorship, that would be 
a problem? I guess, to your knowledge, there aren’t any that make 
more than $600,000, but if there were, would that be a problem? 

Ms. THOMPSON. I want to be clear that the base salary—they can 
have bonuses—cannot be more than $600,000. They do have at-risk 
compensation, and I, again, would look at the public disclosures, 
and I would also get you the information that you wanted on that 
particular issue. 

Mr. TIMMONS. Thank you so much. I really appreciate you being 
here today. Madam Chairwoman, I yield back. 

Chairwoman WATERS. Thank you. The gentlewoman from North 
Carolina, Ms. Adams, is now recognized for 5 minutes. 

Ms. ADAMS. Thank you, Madam Chairwoman, for hosting the 
hearing today. Director Thompson, thank you for your testimony, 
and congratulations on your confirmation. I am delighted to have 
an HBCU at the helm of FHFA, and I can’t wait to see the great 
work that I know you will do. 

Madam Director, I have three questions for you. Director Thomp-
son, I would like to dive right into something that we both care 
deeply about, the affordable housing crisis in Charlotte and Meck-
lenburg County, which I represent. We need 30,000 units of hous-
ing to meet our community’s need, and that is why I proudly intro-
duced the bipartisan, bicameral LIFELINE Act with Representa-
tive David Rouzer, and Senators Leahy and Collins. Our bill would 
allow cities and States to use their already-appropriated 
Coronavirus State and Local Fiscal Recovery Fund (SLFRF) dollars 
to serve as gap financing for housing that utilizes LIHTC. 
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Director Thompson, do you believe that enabling local govern-
ments to use their SLFRF dollars as gap financing for LIHTC units 
could help ameliorate our nationwide housing shortage? 

Ms. THOMPSON. Certainly, I would love to get more information 
on that so I can give you a more thorough and thoughtful answer, 
and I would be happy to work with you on this particular issue. 

Ms. ADAMS. Okay. Thank you. We will make sure you get the in-
formation. I do know that FHFA has been evaluating a new credit 
score model for a number of years now, so I wanted to echo the 
sentiments that Mr. Gottheimer made earlier. 

Ms. ADAMS. Director Thompson, can you provide a brief update 
on where the Agency is in that process and give us a roadmap on 
what the next steps might be? 

Ms. THOMPSON. Sure. Thank you for the question. We have not 
made a decision on the update for the credit score model. We are 
currently analyzing the submissions that we received for the mod-
elers that have submitted their applications. The Enterprises went 
through their oversight process, and we are now going over ours. 
And, again, I mentioned earlier that this is a very complicated deci-
sion, and is very impactful for all stakeholders in the mortgage in-
dustry. And we want to make sure that we get as much stake-
holder input on this decision as possible, so we are actively en-
gaged in overseeing and reviewing the applications that have been 
submitted. 

Ms. ADAMS. Thank you. I have one last question. It is my under-
standing that FHFA’s Office of Inspector General released a report 
on third- and fourth-party service providers, and FSOC recently 
published a similar report. Can you walk us through your safety 
and soundness concerns if those core providers of technology serv-
ices to the Enterprises were to fail? 

Ms. THOMPSON. Yes. Thank you for the question, and we have 
asked as an agency for third-party service provider oversight. We 
want to have the same regulatory authorities that the financial 
regulators have, the bank regulators in particular, over their regu-
lated entities. And we believe that the persons or entities that pro-
vide services to our regulated entities, if there is an issue that 
could impact the safety and soundness of Fannie Mae and Freddie 
Mac or the Home Loan Banks, that we want to have the authority 
to go in and take a look and identify whatever the problem might 
be because it could be very impactful. And we would like to have 
those authorities so that we can really have parity with the other 
financial regulators. 

Ms. ADAMS. Right. Thank you very much. Madam Chairwoman, 
I yield back. 

Chairwoman WATERS. The committee stands in recess. We will 
return after the vote on the Floor. 

[recess] 
Mr. GREEN. [presiding]. The Chair now recognizes Mr. Norman 

for 5 minutes for questions. 
Mr. NORMAN. Thank you, Chairman Green. I appreciate the op-

portunity. Director Thompson, thank you for taking the time to be 
here today. Let me ask your opinion. Why is it that someone can 
get a taxpayer-backed loan from Fannie or Freddie for a second 
home up to $1 million? 
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Ms. THOMPSON. Sir, thank you for the question. We have a statu-
tory requirement for loan limits, and the Enterprises are allowed 
to purchase second homes, investor homes. And as long as they 
meet the qualifications, the loan limits are prescribed by statute for 
the different property types. We certainly would be happy to work 
with the committee on any adjustments they would wish to make. 

Mr. NORMAN. Do you think that would be something that would 
really send a message, for a second home to be able to let the tax-
payers on the hook to pay it off, if it doesn’t work out, for a second 
home up to $1 million? Do you not think that sends a message to 
all Americans that something is not right about that? 

Ms. THOMPSON. Certainly, there are requirements on how many 
second homes, how many investment homes and other property 
types that are different from single-family residential, which is the 
bread and butter of the Enterprises’ portfolio. So, we do look at the 
volumes that come in, and we also look at the characteristics that 
come in. With regard to the million dollars and the pricing, again, 
that is a requirement that we have to follow the law and impose. 

Mr. NORMAN. If you could use your influence on that, I think 
that would send a strong message. Secondly, Congressman 
Luetkemeyer’s question on affordable housing—that is my line of 
work, I have been doing it for a long time, and I don’t know what 
affordable housing is anymore. What is affordable? I would not 
start a project now. You can’t get water heaters. You can’t get pipes 
to put the utilities in. The supply chain issues on top of the infla-
tion is out of control. His question was, have you had an audience 
with the President, and you said you had, but does he realize the 
severity of what he is doing with his policies, particularly with gas 
and energy? 

One thing that would unlock this country would be to go to our 
natural resources and start producing our own oil and gas instead 
of buying it from OPEC, which is 15 countries that don’t like us. 
And I can’t tell you the number of projects that are stopped be-
cause truckers try to get somebody with a GDL to drive a truck. 
They can’t price anything. They have a shortage of workers any-
way. Anyway, all of the above, you need to be pounding on his desk 
saying, this is not right, and it is not right for the homeowners. As 
housing goes, so goes the economy. Would you agree? 

Ms. THOMPSON. I would agree that housing is a very important 
component of the economy. 

Mr. NORMAN. You realize housing, from footings to finished prod-
uct, affects over 142 different trades. That is coming to a complete 
standstill. And I am from South Carolina. We have people coming 
there. I see more California tags, New York tags, New Jersey tags 
that come in because of our low regulations, and our low crime 
rates. And I would ask you, for the sake of the citizens of this coun-
try, to bang on his desk and say something has to be done sooner 
rather than later. 

Ms. THOMPSON. Congressman, thank you so much for that sug-
gestion. 

Mr. NORMAN. Now on the GSEs, I heard you earlier going to the 
private sector—and I only have 52 seconds—trying to transfer the 
funds. What kind of discount rate do they normally buy these on? 
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They are not going to take risks that they can’t recover. What is 
your take on that? 

Ms. THOMPSON. Actually, Congressman, they have capital mar-
kets transactions that they sell, and they use a syndicated struc-
ture, similar to what they do for mortgage-backed securities, and 
they sell based on the market rate that is available at that time. 
And they sell different tranches of these securities, and sometimes 
the spreads are wider than others. But many times, some of these 
transactions are oversubscribed, which means that they can tighten 
the spreads. So, we are trying to preserve and conserve the assets 
of the Enterprises for the taxpayers. 

Mr. NORMAN. Thanks for your service. You are one of the few 
who have a pleasant way. You answer the questions in an easy 
manner, and I appreciate that. 

Ms. THOMPSON. Thank you. 
Mr. NORMAN. I yield back, Mr. Chairman. 
Mr. GREEN. The gentleman yields back. 
I would like to thank our distinguished witness for her testimony 

today, and I would also like to thank her for her patience today be-
cause we did have votes interrupt our hearing, and you have been 
very gracious. So again, we thank you. 

The Chair notes that some Members may have additional ques-
tions for this witness, which they may wish to submit in writing. 
Without objection, the hearing record will remain open for 5 legis-
lative days for Members to submit written questions to this wit-
nesses and to place her responses in the record. Also, without ob-
jection, Members will have 5 legislative days to submit extraneous 
materials to the Chair for inclusion in the record. 

This hearing is now adjourned. 
[Whereupon, at 2:51 p.m., the hearing was adjourned.] 
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Written Testimony 
Sandra L. Thompson, Director 

Federal Housing Finance Agency 

House Committee on Financial Services 
"Housing in America: Oversight of the Federal Housing Finance Agency" 

Wednesday, July 20, 2022 

Chairwoman Waters, Ranking Member McHenry, and distinguished members of the Committee, 
thank you for the invitation to appear at today's hearing. 

While this is not my first time testifying before Congress, it is my first time as the Director of the 
Federal Housing Finance Agency (FHFA). I recognize that it is rare for a career public servant to 
have the opportunity to lead a federal agency, and it is a great honor to appear before you today. 

For those of you who do not know me, I was born and raised on the South Side of Chicago by 
my extraordinary parents who came to Chicago from Mississippi as part of the Great Migration. 
learned the virtues of hard work, determination, commitment, and perseverance from my parents 
and family, the Chicago Public School system, and my beloved Howard University right here in 
Washington, D.C. 

Prior to joining FHF A, I worked at the Federal Deposit Insurance Corporation (FDIC) for more 
than 23 years in a variety ofleadership positions, most recently as Director, Division of Risk 
Management Supervision, where I led their examination and enforcement program for risk 
management and consumer protection at the height of the financial crisis. I also led the FDIC's 
outreach initiatives in response to a crisis of consumer confidence in the banking system. 

I've been at the Agency for just over nine years eight years as Deputy Director ofFHFA's 
Division of Housing Mission and Goals, and about one year as Acting Director of the Agency, 
after which I was sworn in as Director on June 22, 2022. 

FHF A has a vital role in both protecting the safety and soundness of the housing finance system 
and promoting access to mortgage credit nationwide through the supervision of our res>ulated 
entities Fannie Mae, Freddie Mac (together, the Enterprises), and the Federal Home Loan Bank 
System, which includes the 11 Federal Home Loan Banks (together, the FHLBanks) and the 
Office of Finance, totaling approximately $8.2 trillion in assets. The Enterprises and the 
FHLBanks serve a vital function to the American economy by providing liquidity and stability to 
the secondary mortgage market. 

As a longtime financial regulator, I know that safety and soundness and equitable access to credit 
are not mutually exclusive. We at FHF A will continue to focus on our safety and soundness 
mission and on the mission that Congress gave the regulated entities under our supervision: 
providing liquidity across the nation, including underserved markets such as rural and tribal 



55 

VerDate Nov 24 2008 17:01 Dec 12, 2022 Jkt 095071 PO 00000 Frm 00059 Fmt 6601 Sfmt 6601 K:\DOCS\HBA201.000 TERRI In
se

rt
 o

ffs
et

 fo
lio

 2
 h

er
e 

48
47

2.
00

2

areas, manufactured housing, and the preservation of affordable housing, and other underserved 
populations such as communities of color. This mission extends not only to homeownership, but 
also to affordable rental housing across the country. 

It has been a very busy year at FHFA. Throughout the last year, FHF A has appreciated the input 
and feedback from the members of the Federal Housing Finance Oversight Board in our 
quarterly meetings and in developing the Agency ' s annual report to Congress. 1 FHFA also 
engages with stakeholders, including industry, market participants, and advocacy groups, on key 
topics throughout the year. We have taken some important steps to advance FHFA' s mission of 
ensuring the safety and soundness of the regulated entities and ensuring access to affordable and 
sustainable housing. 

Housing and Mortgage Markets 

The housing market has faced significant challenges in recent years, including a pandemic, 
rapidly rising home prices, and most recently mortgage interest rates rising dramatically in the 
last six months. Housing supply continues to be an issue, as are the rising costs of building 
homes, which includes the cost oflabor and materials . This situation has made it difficult for 
homeowners to find an affordable home. At the same time, rents are increasing across the 
country, limiting safe, affordable rental options for some Americans. 

FHF A has a specific mission, and the regulated entities do not originate mortgages themselves 
nor build homes. We can only act to improve access to credit and affordability within our 
authorities and functions, and we have been exploring the policies and programs to address the 
high cost of housing that can be implemented in a safe and sound manner. 

FHFA 's actions during the pandemic kept people in their homes 

The onset of the pandemic was over two years ago, and it is sti ll worth recalling the challenges 
and uncertainty we faced in those early days. Millions of Americans were facing temporary or 
permanent job losses as much of the economy came to a standstill. 

At FHFA, we took decisive action to support the market and provide relief to borrowers and 
renters with mortgages backed by the Enterprises. We worked to ensure borrowers could 
temporarily suspend their mortgage payments if needed while developing programs for them to 
get back on track through the Enterprises' existing mortgage modification options, as well as 
creating temporary enhancements to address the crisis at hand. Our actions allowed millions of 
Americans to stay in their homes. 

At the start of the pandemic, more than six percent of Enterprise loans went into Coronavirus 
Aid, Relief, and Economic Security Act forbearance. That represents 2.25 million homeowners. 
am happy to report that today, 96 percent of the homeowners who relied upon forbearance relief 
have successfully exited the program, either by staying current on their payments, paying off 

1 Federal Housing Finance Agency, "2021 Report to Congress," 
https://www.fhfa.gov/ AboutU s/Reports/Pages/ Annual-Report-to-Congress-2021 .aspx, June 2022. 
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their mortgages, or by benefiting from loss mitigation options such as payment deferral or a loan 
modification . 

Today's housing market comparetl to the Great Recession 

Despite these challenges, homeowners are in a better position to remain in their homes in part 
due to actions FHF A, the Enterprises, and other stakeholders have taken since the Great 
Recession. Regulatory improvements in mortgage underwriting standards, such as post-crisis 
ability-to-repay requirements, were important advances. Thankfully, toxic products such as 
negative amortization loans, and loans approved with stated income, stated assets, and weak 
underwriting, have largely been eliminated from the market. 

Despite consumer costs having increased in recent months, today ' s mortgage borrowers are less 
weighed down by debt. Aggregate debt-service burdens of mortgaged homeowners are just 
starting to rise from their historical low points reached just last year. 

Homeowners are in better financial shape than they were in 2007. In 2007, the share of 
borrowers with "mark-to-market loan-to-value ratios" (that is, loan-to-value ratios that reflect the 
latest home price values) that are above 90 percent was 9 percent, compared to 0.3 percent in 
2022. Similarly, the median credit score of new originations in 2007 was 699, as compared to 
742 in 2021. 2 

Challenges to the Mortgage Market 

There is uncertainty about the long-term effects of the pandemic on housing finance markets. 
Prior to the pandemic, house prices were growing at a moderate rate and mortgage interest rates 
were stable, yet housing inventory was low. Two years after the onset of the pandemic, house 
price growth has been historically high, fueled in part by low inventories of homes for sale. In 
addition, mortgage interest rates have increased rapidly this year. For example, Freddie Mac's 
weekly survey of lenders nationwide indicated that the average rate for 30-year fixed-rate 
mortgages, including points, increased from 3.11 percent on December 30, 2021 , to 5.51 percent 
on July 14, 2022, a rise of nearly 250 basis points. 

We are seeing slowdowns in housing market activity owing to the rapid increase in mortgage 
interest rates: 

• Home purchase applications were down 24 percent in June compared to one year ago. 3 

• Pending home sales were down 13 .5 percent in June compared to one year ago. 4 

2 Federal Housing Finance Agency, National Mortgage Database (NMDB) data as of July 10, 2022. For more 
infonnation on the NMDB, see https://www fl1fa.gov/PolicyProgramsResearch/Programs/Pages/National-Mortgage­
Database.aspx#NMDB. 
3 Mortgage Bankers Association, "Mortgage Applications Increase in Latest MBA Weekly Survey," 
https://www.mba.org/news-and-research/newsroom/news/2022/06/29/mortgage-applications-increase-in-latest-mba­
weekly-survey, June 2022. 
4 Redfin, "Housing Market Update: Balance is Returning to tl1e Housing Marl<et as Competition Eases," 
https://www.redfin.com/news/housing-market-update-balance-retuming/, July 2022. 
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• The median asking price of new "for sale" listings was down 2.1 percent in June 
compared to May. 5 

• Nearly 7 percent of active home sellers lowered their asking prices in June. That is more 
than double the rate of one year ago. 6 

While it is quite natural to see pullbacks in housing demand because of increases in mortgage 
interest rates, there are some positive factors for the housing market outlook: 

• Many homeowners took advantage of the low interest rates in 2020-2021 and refinanced 
their homes using fixed rate mortgages, thus lowering their monthly mortgage payments 
while protecting themselves against rate increases. 

• Those who were able to purchase a home or refinance their home are now saving 
hundreds of dollars each month, which may be helpful to families coping with the 
broader inflationary pressures they are currently confronting. 

• Most homeowners have increased their equity position due to the rise in home prices in 
recent years. Thus, modest declines in the rate of home price increases, or even home 
price declines, should not increase default risk among these homeowners. 

However, if economic conditions deteriorate, there will likely be negative implications for 
homeowners. We will, of course, continue to monitor the health of the economy and stand ready 
to assist borrowers through the Enterprises' loan modification programs. 

Safety and Soundness of the Enterprises 

As a seasoned financial regulator, I have always believed that safety and soundness and 
sustainable access to credit work together to strengthen financial institutions, families, and the 
economy. Indeed, sustainable access to credit requires prudent lending standards. FHFA's five­
year Strategic Plan, released this spring, underscores the Agency's responsibility to ensure the 
regulated entities fulfill their mission by operating in a safe and sound manner to serve as a 
reliable source ofliquidity. 

FHF A promotes safe and sound operations at the regulated entities through the Agency's 
supervisory program and housing mission functions. FHFA conducts supervision using a risk­
based approach to identify existing and emerging risks to the regulated entities, to evaluate 
overall effectiveness of each regulated entity's risk management systems and controls, and to 
assess compliance with applicable laws and regulations. The housing mission functions establish 
policies affecting a broad range of areas, including credit underwriting standards, capital 
standards, loan pricing, mortgage insurer standards, and servicer eligibility standards. 

The Enterprises continue to manage their portfolio risks. Credit risk management remains a 
priority for both Enterprises given the effects of the COVID-19 pandemic on borrowers, partially 
mitigated by many borrowers successfully exiting forbearance programs. Market risk exposures 
are low because of shrinking retained portfolios and effective funding and hedging strategies for 

5 Ibid. 
6 Ibid. 
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the single-family and multifamily business lines. Both Enterprises exceed FHF A guidance and 
expectations for liquidity by maintaining a large volume of high-quality liquid assets. 

FHF A is continuing to take steps to strengthen the capital positions of the Enterprises so they can 
fulfill their responsibilities throughout the economic cycle. Following the publication of a 
proposed rule in 2021, FHF A finalized important enhancements to the Enterprise Regulatory 
Capital Framework in February 2022. These enhancements provide the Enterprises with the 
necessary incentives to transfer credit risk to private investors, which will help protect taxpayers 
from unexpected credit losses. Furthermore, in the Spring of 2022, FHFA finalized additional 
capital planning requirements to ensure the Enterprises properly assess their risks and maintain 
the appropriate level of capital, and disclosure requirements to provide market participants with 
more information to assess an Enterprise's risks and capital adequacy. 

As conservator, FHF A has taken actions to improve the condition of the Enterprises. Since 2008, 
FHF A has directed reforms to their practices and standards, management and transfer of risks, 
underwriting and loss mitigation policies, and the Enterprises' securitization infrastructure: 

• As mentioned above, the credit quality of mortgages purchased by the Enterprises is 
fundamentally stronger than prior to the onset of the 2008 crisis. 

• Notably, the Enterprises have substantially transitioned away from the business models 
they used prior to the financial crisis of 2008. 

• FHF A has overseen an unwinding of the Enterprises' retained portfolio holdings. It was 
those holdings, particularly investments in subprime and Alt-A securities, that helped to 
make the Enterprises vulnerable to economic shocks. 

• We also have worked to ensure the Enterprises syndicate risk to the capital markets by 
creating and operating credit risk transfer (CRT) programs to ensure the private sector 
bears much of the credit risks the Enterprises previously assumed. During the past year, 
we have worked to ensure that the CRT programs remained a viable option by assuring 
adequate capital relief for the CRT issuances. 

Because of changes in the Senior Preferred Stock Purchase Agreements (PSPAs) between FHF A 
and the Treasury Department, the Enterprises are retaining more of their earnings and building 
capital. These PSPA changes, coupled with robust comprehensive income, have significantly 
boosted net worth for both Enterprises, although there is still a long way to go to meet regulatory 
capital requirements. Fannie Mae's stockholders' equity or capital reserves increased from $14.6 
billion at year-end 2019 to $51.8 billion by March 31, 2022. In the same period, Freddie Mac's 
stockholders' equity increased from $9.1 billion to $31. 7 billion. 

5 
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We continue to strengthen our core statutory mission programs such as Duty to Serve and the 
Housing Goals for the Enterprises, and the affordable housing and community investment 
programs of the FHLBanks. We will ensure that the FHLBanks serve each state in their district 
under the Affordable Housing Program (AHP) and that the FHLBanks ' Community Lending 
Plans identify and seek to fulfill the needs of communities throughout their district, including 
tribal communities. 

Through Duty to Serve, the Enterprises are required by law to serve three specific underserved 
markets: manufactured housing, affordable housing preservation, and rural housing. 

They do this by increasing the liquidity of mortgage financing for low- and moderate-income 
families and creating new markets where the financing system is not meeting housing needs. 

Under their Duty to Serve Plans for manufactured housing, the Enterprises are enhancing 
existing programs to expand financing and provide liquidity for new manufactured housing, and 
to help protect families living in manufactured housing communities (MHCs), such as only 
purchasing blanket loans on MHCs that provide all eight protections in the Duty to Serve 
regulation for l 00 percent of residents. Fannie Mae is also enhancing an existing program to 
support MHCs with rental flexibilities to increase affordable, unsubsidized rental options in 
communities. 

Both Enterprises also set higher targets for purchases of manufactured homes titled as real estate, 
which will foster greater liquidity for manufactured housing and could help increase delivery of 
manufactured homes throughout the country. The Enterprises set targets to purchase 47,000 of 
these loans between 2022 and 2024, including 15,800 loans in 2022. 

6 
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The Duty to Serve Plan for the rural housing market focuses the Enterprises in part on support 
for rural areas with the greatest need. Last year, the Enterprises purchased more than 50,000 
single-family loans in persistent poverty areas, one-third more than the year before and 145 
percent more than the volume they were buying before Duty to Serve began. 

Both Enterprises also made Low-Income Housing Tax Credit (LIHTC) investments in these 
same regions. And last November, Freddie Mac held its third annual rural research symposium, 
which focused on providing insights on the rural macroeconomy, community housing 
development, manufactured housing, sustainability, health and housing, and environmental 
justice. The fourth symposium is scheduled for this November. 

Fannie Mae has committed to purchasing loans on small, 5- to 50-unit rental properties and is 
making improvements to its current product offering for high-needs rural regions. Freddie Mac 
has committed to developing a capacity building program for emerging rural developers and is 
planning to expand its Credit Building program to LIHTC properties in rural areas. The program 
provides incentives for multifamily borrowers to report on-time rent payments to credit bureaus. 

Both Enterprises will continue to work closely with Native American Community Development 
Financial Institutions and statewide coalitions to support increased homeownership opportunities 
for tribal communities, including through technical assistance, homeownership education, and 
enhancing secondary market liquidity. 

We also continue to strengthen our fair lending oversight. FHF A published a policy statement 
and advisory bulletin to communicate the Agency's positions, supervisory expectations, and 
guidance on fair lending compliance. In addition, FHF A completed targeted fair lending 
examinations of certain business areas of both Enterprises, and we will continue to build out our 
examination program. We have also made data about the Enterprises' fair lending performance 
available on our website. We have implemented a statutory requirement to analyze pricing 
disparities and notify our regulatory partners of lenders whose data may indicate fair lending 
pricing issues. We will fulfill this requirement annually as required in our statute. 

With a historic Memorandum of Understanding on fair lending now in place between FHF A and 
the Department of Housing and Urban Development (HUD), our Agency will continue to 
collaborate with HUD and our other interagency partners to provide clear guidance and 
comprehensive fair lending oversight of the mortgage market. 

The Enterprises are also taking steps to expand access to quality, affordable housing for minority 
and underserved communities. Years ago, many families were unable to purchase a home due to 
redlining, which often divided neighborhoods along racial lines. The racial homeownership gap 
between Black and White families is higher today than when the Fair Housing Act was passed. 
Last month, FHF A announced the release of the Enterprises' Equitable Housing Finance Plans 
for 2022-2024 to help narrow the homeownership gap in minority populations. 

These strategic plans include activities for renters, aspiring homeowners, and current 
homeowners who may have different housing needs. The plans complement existing programs 
like Duty to Serve and the Affordable Housing Goals to help ensure the Enterprises provide 

7 
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broad access to sustainable mortgage credit. FHF A will oversee the Enterprises' implementation 
of their Equitable Housing Finance plans and ensure the Enterprises take meaningful actions to 
achieve their goals and objectives in a safe and sound manner while ensuring that all plan 
activities comply with the law and the Enterprises' charters. 

FHF A supports the use of fair and accurate credit scoring models in considering a borrower's 
creditworthiness and is actively reviewing credit score models along with the Enterprises 
pursuant to the solicitation and approval process set forth by the law and our regulation. We are 
also pleased that the Enterprises are incorporating new payment information into their 
evaluations of credit risk to promote access to credit. Data that is generally not incorporated into 
the current major credit scoring models, such as rental payments, may be a helpful indicator of 
mortgage performance and a borrower's overall willingness to pay. Considering rental payment 
history in risk assessment processes is an innovative way to expand access to credit in a safe and 
sound manner. 

Housing Supply and Affordability 

While the Agency's ability to directly affect the supply of affordable housing is limited, FHF A is 
taking incremental steps to support the growth of our nation's housing stock. For example, 
FHF A recently increased the Enterprises' LIHTC equity investment caps, an important source of 
funding for new affordable housing. Within the $850 million annual investment cap for each 
Enterprise, half of the allocation is required to be in areas that have been identified by FHF A as 
markets that have difficulty attracting investors. This requirement increases Enterprise 
investments that are targeted toward transactions that support housing in Duty to Serve 
designated rural areas, preserving affordable housing, supporting mixed-income housing, 
providing supportive housing, or meeting other affordable housing objectives. 

To ensure a strong focus on affordable housing and traditionally underserved markets, FHF A 
requires that at least 50 percent of the Enterprises' multifamily business be mission-driven 
affordable housing in 2022. FHFA is also requiring at least 25 percent of the Enterprises' 
multifamily business to be affordable to residents at or below 60 percent of area median income, 
up from 20 percent in 2021. In addition, the Agency is working with the regulated entities to 
ensure liquidity is available to respond to the supply shortage, such as increasing purchases for 
manufactured housing and accessory dwelling units. 

Climate Risk and Natural Disasters 

FHF A is ensuring that our regulated entities identify and manage emerging climate-related risks, 
and natural disasters in particular. The Agency has long worked with the Enterprises to develop 
effective disaster response loss mitigation toolkits to support borrowers and renters affected by 
natural disasters such as hurricanes, floods, and wildfires. The toolkit includes forbearance for 
borrowers, which servicers are authorized to provide without quality right party contact 
following a natural disaster, and other workout options. 

At FHF A, we are committed to understanding and researching the risks associated with natural 
disasters and climate change so that we can continue to ensure that our regulated entities operate 
safely and soundly while continuing to achieve their housing mission responsibilities. 

8 
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Earlier this year, we established an agency-wide working group to focus on identifying risks to 
our regulated entities, homeowners, and renters stemming from the consequences of not only 
natural disasters but the chronic consequences of climate change, such as sea level rise, droughts, 
and wildfires. 

Our ongoing efforts include: 

• identifying the channels through which climate events and natural disasters can lead to 
adverse financial effects for our regulated entities and homeowners; 

• identifying the data that we and our regulated entities need to ensure that they make the 
right decisions to protect their own financial condition, while also considering the 
consequences of those decisions on homeowners and vulnerable communities; 

• participating actively in the Financial Stability Oversight Council's Climate-related 
Financial Risk Committee and its working groups, along with other government agencies; 
and 

• working with our regulated entities to ensure they adequately prioritize their work to 
adapt to the effects of natural disasters and climate change so that they remain safe, 
sound, and able to achieve their housing mission. 

The Federal Home Loan Banks (FHLBanks) 

As of March 31, 2022, the FHLBank System had $762.3 billion in assets and $374.6 billion in 
outstanding advances (that is, loans to their members). The COVID-19 pandemic market 
disruption in March 2020 resulted in a steep advance increase, followed by a decline due to 
increased liquidity from fiscal and monetary policy. On September 30, 2021, advances reached 
their lowest quarter-end level since 2001 but have recovered significantly in 2022, primarily 
from increased commercial bank member borrowing. Advance balances grew by $146.2 billion 
since March 31, 2022, to $523.4 billion on June 30, 2022, with every Bank experiencing an 
increase quarter-over-quarter. Net income at the FHLBanks, and their affordable housing 
program contributions (which are statutorily mandated at l O percent of net income before 
affordable housing program assessments), tend to follow advances trends. FHLBank System 
year-to-date net income was $503 million through March 31, 2022, slightly down from $505 
million over the same time period in 2021. 

In 2021, the FHLBank System made available approximately $314.7 million in Affordable 
Housing Program (AHP) subsidies nationwide. From 1990, the AHP's first year, through 2021, 
the FHLBanks awarded approximately $7.3 billion in AHP subsidies, assisting more than one 
million households. 

The FHLBanks' core function is to provide liquidity in times of stress. This support is critical for 
small and community banks that often do not have access to other sources oflow-cost funding. 
When the pandemic began, the FHLBanks helped to maintain liquidity in the market, meeting 
unprecedented advance demand from their member financial institutions. However, as we 
approach the l 00th anniversary of the FHLBanks, now is a good time to re-examine their 
approach. We want to make sure they are positioned to continue to serve the needs of today and 

9 
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tomorrow, so FHF A will conduct a 90-year lookback, as well as a forward-looking analysis of 
the FHLBank System. We plan to engage a variety of stakeholders in the coming months, in 
addition to holding public listening sessions throughout the country. We want this review to be 
an opportunity to examine everything from the FHLBanks' membership base, operational 
efficiency, and effectiveness, to more foundational questions about mission, purpose, and 
organization. We, of course, welcome the input of Members of Congress. 

Moving Forward 

In carrying out FHFA's statutory responsibilities, our decision-making process is to 
independently understand the parameters, goals, and risks of any initiative and ensure that 
appropriate risk management is a part of the equation before we take action. We will continue to 
follow the laws that guide our Agency's purview and mission and carry them out as a federal 
financial regulator focused on our statutory priorities. 

Accordingly, FHF A will continue to promote sustainable and equitable access to credit in a 
responsible manner that does not compromise safety and soundness. We will focus our efforts on 
the financial health of, and on the mission Congress set forth for, the entities under our 
supervision: providing access to mortgage credit throughout the nation, which includes 
preserving affordable housing, and supporting underserved markets such as rural and tribal areas, 
manufactured housing, and communities of color. 

Thank you again for the opportunity to testify before you today, and I look forward to working 
with the Members of this Committee and answering any questions you may have. 
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CUNA 

Credit Union 
National 
Association 

July 19, 2022 

The Honorable Maxine Waters 
Chain-voman 
Committee on Financial Services 
United States House of Representatives 
Washington, D.C. 20515 

Jim Nussle 
President & CEO 

Phone: 202-508-6745 
jnussle@cuna.coop 

Dear Chairwoman Waters and Ranking Member McHenry, 

99 M Street SE 
Suite 300 
Washington, DC 20003-3799 

The Honorable Patrick McHenry 
Ranking Member 
Committee on Financial Services 
United States House of Representatives 
Washington, D. C. 20515 

On behalf of America's credit unions, I an1 writing regarding the hearing entitled, "Housing in America: Oversight 
of the Federal Housing Finance Agency." CUNA represents America ' s credit unions and their more than 130 
million members. 

Credit unions are integral to achieving the Federal Housing Finance Agency (FHFA' s) housing mi ssion and goals. 
As member-owned, not-for-profit financial cooperatives, America ' s credit unions are at the heart of the Federal 
Home Loan Banks' (FHLBanks') and government-sponsored enterprises' (GSEs' ) statutory missions. The 
FHLBanks provide their credit union members with funding and liquidity, allowing them to effectively provide 
affordable credit to their communities. In 202 1, credit unions originated $3 15 billion in first-lien mortgages, 
selling over 35% into the secondary mortgage market. 1 Accordingly, credit unions have a substantial interest in 
the effecti ve fu nctioning of the FHF A-regulated entities, so they meet their core missions to benefi t low- and 
moderate-income borrowers and communities . 

Access lo the Secondary Markel and the FHLBank System 

CUNA has long-supported equal secondary mortgage market access to lenders of all sizes on an equitable basis 
as a core requirement of the housing fi nance system.2 Smaller credit unions continue to report the existence of 
significant barriers in accessing the secondary market through the GSEs. Seller/servicer requi rements dictate 
mandatory staffing requirements with specified experience leve ls, which price out smaller credit unions who are 
unable to get their staff the necessary experience in-house. These requirements apply regardless of an individual 
credit union 's excellent record in making high quality loans and extremely limited exposure fo r the GSEs . 

Credit unions that belong to the FHLBank of San Franci sco are experiencing additional secondary market access 
barriers. The FHLBank of San Franci sco discontinued its secondary market program, cutting off another access 
point to the secondary market. As no single financial institution can be a member of more than one FHLBank, 
smaller credit unions in the San Francisco region are simply out of luck. 

CUNA supports the FHLBanks' mission to provide reliable liquidi ty to its member institutions to support housing 
finance and community investment. The individual FHLBanks must be able to exercise their own discretion, 
given that individual banks and their Boards of Directors have a more comprehensive understanding of the 
communities within their jurisdictions and their ri sks. However, where a FHLBank is not able or willing to 
provide a critical service to those within its region, the FHLBank System should consider permitted members to 

1 Nationa l Credit Union Administration (NCUA) 202 1 Credit Union Call Report Data; CUNA analysis. 
2 See Credit Union Principles for Housing Finance Reform, ava ilable at https://www.cuna.org/content/cuna/cuna-org/advocacv/letters--­
testimonies/20 18/cuna-letter-on-entemrise-capital-requirements-proposed-rule.html . 

cuna.org 
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make discrete use of those services elsewhere in the system as a correspondent service. For example, by allowing 
credit unions which are members of the FHLBank of San Francisco to access secondary market programs at other 
FHLBanks at their discretion . 

Addressing Racial Equity in Housing Finance 

Credit unions are disturbed by the increase in reports of racial discrimination by appraisers reported by the 
Department of Housing and Urban Development (HUD).3 It is well documented that diverse and often 
underserved communities face several barriers when it comes to access to financial services, and credit unions 
have a long history of serving underserved and diverse communities. Undervaluation of homes owned by people 
of color exacerbates the homeownership gap, the racial wealth gap, and, ultimately, harm s the long-term financial 
security of our entire nation. It further discredits the reliability and value of home appraisals generally. Credit 
unions rely on appraisers for accurate and unbiased opinions on the market value of homes serving as collateral 
for mortgage loans. When racial prejudice is injected into that process, it prevents credit unions from meeting 
their mission to serve their members and introduces risk into the housing finance system. CUNA supports the 
commitments made by FHFA in the Property Appraisal and Valuation Equity (PAVE) Action Plan' to address 
this issue. 

CUNA further supports the Housing Finance Equity Plans recently released by the GSEs.5 In particular, both 
plans make use of special purpose credit programs (SPCPs).6 Credit unions report significant interest in the 
creation of SPCPs to serve classes of borrowers in their membership that have been historically disadvantaged . 
Hmvever, credit unions also report significant concerns regarding the compliance, legal, and reputational risk of 
inadvertently making an error in the design of these programs. While the banking regulators have offered their 
blessing of these programs in theory,7 the potential risk of rolling out a program in practice only to have it shut 
down by an examiner citing fair lending violations is significant. Compliantly designed SPCPs offered by the 
GSEs wi ll go a long way towards closing this gap. Credit unions hope to see the GSEs' pilot SPCPs find 
tremendous success, experience a nation-wide roll-out, and be broadened to address additional classes of 
borrowers. Further, Freddie Mac' s interest in buying lender-designed SPCP loans under established terms of 
business is a very encouraging idea. 

Conclusion 
We appreciate you holding this hearing and look forward to working wi th you and Director Thompson on these 
and other critical issues. 

Sincerely, 

3 Remarks of Senior Advisor to the Secretary of HUD Alanna McCargo, Virtual Home Appraisal Bias Event (delivered June 15, 2021 ) 
available at https://www.conswnerfinance.gov/about-us/events/archive-past-evcnts/virtual-home-appraisal-bias-evcnt/. 
4 lnterngency Task Force on PAVE , Action Plan to Advance PAVE: Closing lhe Racial Wealth Gap by Addressing 1\1is-val11ationsjor 
Families and Communities ojColor (March 2022), available at https://pave.hud.gov/actionphm. 
5 Fannie Mae, Equitable Housing Finance Plan (June 2022), available at https://www.fanniemae.com/media/43636/displav ; Freddie Mac, 
Equitable Housing Finance Plan: Our Commitment to .Making Home Possible Equitably (June 2022), available at 
https://wW\v. frcddicmac.com/a bout/pdf/Frcddic-Mac-Eguitablc-1-1 ousing-Fimmcc-Plan.JXif'? ga=2. I 28921482. 7 42884043. 16582364 \ 6-
195 136551.1653 5 70617. 
6 Special purpose credit programs (SPCPs) arc credit programs specifically designed to address credit inequities affecting classes of 
borrowers sharing common characteristics, such as race, ctlmicity, national origin, and sex. Nonnally, under fair lending laws these 
characteristics cannot be considered in the lending. However, they can be considered under SPCPs established under the Equal Credit 
Opportunity Act and its implementing regulation. See 15 U.S.C. § 169 \(c)(\)-(3) ; 12 C.F.R. § \002 .8(a). 
7 lntcragency Statement on Special Purpose Credit Programs Under the Equal Credit Opportunity Act and Regulation B 

Page 2 cuna.org 
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I 
3138 10th Street North 
Arlington, VA 22201·2149 
703.842.2234 I 800.336.4644 

NAFCU gmesack@nafcu.org I nafcu.org 

National Association of Federally- Insured Credit Unions 

July 19, 2022 

The Honorable Maxine Waters 
Chairwoman 
Committee on Financial Services 
U.S. House of Representatives 
Washington, DC 20515 

Greg Mesack 
Senior Vice President, Government Affairs 

The Honorable Patrick McHenry 
Ranking Member 
Committee on Financial Services 
U.S. House of Representatives 
Washington, DC 20515 

Re: Tomorrow's Hearing - Housing in America: Oversight of the Federal Housing Finance 
Agency 

Dear Chairwoman Waters and Ranking Member McHenry: 

I write to you today on behalf of the National Association of Federally-Insured Credit Unions 
(NAFCU) regarding tomorrow's hearing, "Housing in America : Oversight of the Federal Housing 
Finance Agency." As you are aware, NAFCU advocates for all federally-insured not-for-profit 
credit unions that, in turn, serve 131 million consumers with personal and small business financial 
service products. We thank you for holding a hearing on this important topic and would like to 
take this opportunity to share our thoughts on a few key issues related to housing and the Federal 
Housing Finance Agency (FHFA). 

Capital Reguirements and Guarantee Fees 
NAFCU has been supportive of the FHFA' s efforts to allow the government-sponsored enterprises 
(GSEs) to rebuild capital, and we believe strong liquidity and funding requirements are an 
important step toward preventing another government bailout in the event of an economic 
downturn, however, this should not come at the cost of increased guarantee fees . Excessive 
liquidity requirements that treat the GS Es like large banks and establish enhanced regulatory and 
supervisory requirements will likely increase compliance costs for the GSEs. This has the potential 
to lead to negative impacts on credit unions and their members in the form of higher mortgage 
costs. 

Increased guarantee fees on the sale of loans should not be the trade-off for the short-term 
liquidity build-up and other changes at the GSEs as this will serve to limit access to credit to the 
communities that are most in need . Now is not the time to impose additional costs on borrowers 
who are relying on access to mortgage credit through a loan that will be sold to the GSEs. 
Accordingly, in the absence of legislative action, NAFCU asks the Committee to urge the FHFA to 
continue to transparently communicate its expectations regarding changes to guarantee fees or 
other fees on sellers during this difficult economic time and on a consistent basis as the GSEs 
move closer to a potential release from conservatorship. Ultimately, the FHFA and U.S. 
Department of the Treasury should reevaluate w hether it may be more appropriate for the GSEs 

NAFCU I Your Direct Connection to Federal Advocacy, Education & Compliance 
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The Honorable Maxine Waters 
The Honorable Patrick McHenry 

July 19, 2022 
Page 2 of 5 

to retain a higher level of capital to be able to operate effectively and provide greater avenues 

for lenders to better serve their communities. 

Secure the Safety and Soundness of the GSEs in the Face of Climate Risk 
NAFCU has long supported a strong regulatory and supervisory framework that protects the 
safety and soundness of the GSEs and Federal Home Loan Banks (FHLBs) as credit unions rely on 

access to the secondary mortgage market for the liquidity they need to make more loans to their 
members. Accordingly, NAFCU supports the FHFA's goal of promoting safe and sound operations 

at the GSEs and FHLBs, as it is crucial to the continued safety and soundness of the credit union 
system and protecting American taxpayers. NAFCU supports the incorporation of climate change 
into the GSEs' governance and appreciates the FHFA's focus on improving climate data collection, 
analysis, and reporting, as well as evaluating the risks and effects of climate change on the 

housing finance system. 

This data-driven, research-focused approach will allow the FHFA to gather the information 

necessary to determine the true extent to which the markets and the GSEs may be impacted by 
climate change risk. Regarding external impacts, NAFCU encourages the FHFA to continue to 
work with other regulators, including the National Credit Union Administration and others in the 

Financial Stability Oversight Council, on evaluating climate risk to ensure consistency across 
policies impacting mortgage servicers. The FHFA should adopt a risk-based framework for 
regulating and supervising the GSEs in the face of climate change and should avoid implementing 

any policies and requirements for the GSEs that will impede credit unions' ability to sell their 
mortgages as this may have a disproportionate impact on minority and low-income borrowers. 
Ultimately, the FHFA's actions to address climate risk at the GSEs should take care to not increase 

costs and burdens on lenders and borrowers. 

Appraisals 
The FHFA has a statutory obligation to ensure that the operations and activities of the GSEs and 

FHLBs foster liquid, efficient, competitive, and resilient national housing finance markets. NAFCU 
has recommended that the FHFA promote efficiency and cost savings in the mortgage process by 

streamlining and modernizing the appraisal process. In recent years, as a result of the pandemic, 
NAFCU's member credit unions have seen an increase in the price of appraisals, especially in rural 

areas. There is a lack of standardization between appraisers and throughout the appraisal 

process, and the effects of this are carried over to the borrower in increased costs. 

NAFCU supports alternative appraisal processes such as appraisal bifurcation, desktop appraisals, 
and exterior-only appraisals. There is a need for consistent, reliable technology to simplify the 

appraisal process and make it more efficient. NAFCU suggests that the FHFA continue to permit 
the use of technology developed to modernize the appraisal process, as well as new and 
emerging technology, as an alternative to traditional appraisals. Desktop appraisals proved to be 
much easier and just as accurate for NAFCU's member credit unions to utilize to facilitate 

mortgage lending. In light of this experience, the FHFA and GSEs should consider additional 

NAFCU I Your Direct Connection to Federal Advocacy, Education & Compliance 
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improvements to the appraisal process through the utilization of technological advancements 

and capabilities . 

Multiple studies have shown that biases in appraisals exist across the board. Freddie Mac 1 and 

Fannie Mae2 have found that appraisal disparities exist for communities and borrowers of color. 

The Consumer Financial Protection Bureau and other federal regulators, including the FHFA, have 
also acknowledged that appraisal discrimination plagues the mortgage market.3 Appraisal reform 
and modernization through the incorporation of new technologies, models, and practices is 
essential to address this widely recognized issue . NAFCU also recommends that the FHFA work 

with the GSEs, other federal regulators, and The Appraisal Foundation to diversify the appraisal 
industry by expanding participation of people of color in the appraisal industry, update standards 
to root out bias more clearly, and provide training for appraisers to understand and identify 

implicit bias. 

Affordable Housing and Community Development Financial Institutions (CDFls) 
NAFCU appreciates the FHFA's commitment to fostering liquidity in the mortgage markets and 

ensuring equitable access to the secondary market by qualified institutions and borrowers. 
However, there are more opportunities available to the GSEs that can further close the racial 
homeownership gap and ensure that government-sponsored programs are benefiting the 

individuals and communities that most need them. For example, NAFCU has encouraged the 
FHFA to consider pilot programs for low- or zero-down payment mortgage loans that help 
borrowers build wealth . The FHFA should launch such pilot programs and consider additional 
programs targeted toward buying mortgages from CD Fis as this will help underserved borrowers 

and first-time homebuyers achieve homeownership while allowing credit unions to better 
support their communities. Collectively, such programs will go a long way in closing the racial 
homeownership gap. 

NAFCU urges the FHFA to allow the GSEs to establish a Wealth Building Home Loan (WBHL) pilot 
program. A WBHL is structured as either a 15- or 20-year fully amortizing loan with either a fixed 

interest rate or a two-step rate structure, strong underwriting, and zero- or low-down payment. 
WBHLs provide a safer path to homeownership because borrowers generate equity at a faster 
rate. Traditionally, building equity faster meant high down payments, making it nearly impossible 

for underserved borrowers to attain wealth, but the WBHL is structured in a way that requires 
little to no down payment and potentially only a slight increase in monthly payment amounts. 
Originating safer, more affordable loans for borrowers will, in turn, create a safer housing finance 
system and close the racial homeownership gap. 

1 Racial and Ethnic Valuation Gaps in Home Purchase Appraisal s (Sept. 2021). 

https:ljwww.freddiemac.com/research/insight/20210920-home-appraisals. 
2 Appraising the Appraisal (February 2022) . https://www.fanniemae.com/media/42541/display. 
3 Federal lnteragency Comment Letter on Appraisal Discrimination. (Feb. 4, 2022). 
https: ljfi les. consu m erfina nee. gov /f /documents/ cfpb a pp ra i sa 1-
d iscri min ation federalinteragency comment letter 2022-02.pdf. 
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CDFI is a designation given by the CDFI Fund to privately-owned financial institutions that focus 

on providing services to local communities that are underserved and lack access to financing. 4 

CDFls promote financial inclusion and focus on serving the needs of very- low, low-, and 

moderate-income communities. Further, CDFls' vision is for all communities to have access to 

the financial services needed to prosper. The CDFI Fund offers programs for CDFls that provide 
awards to institutions to allow them to help their communities by financing mortgage lending for 
first-time homebuyers and being able to provide flexible underwriting for community facilities. 
Typically, CDFls provide educational services such as credit counseling and homebuyer classes to 

help their borrowers use credit effectively and ensure they are able to keep up with their loan 
obligations. However, many of the mortgages originated by CDFls are considered non­
conforming and the GSEs are unable to purchase these loans. 

NAFCU urges the FHFA to create a separate pilot program, or incorporate this effort into the 
other pilot program described above, to allow the GSEs to buy such non-conforming loans from 

CDFls because they are serving the communities that the GSEs are Congressionally mandated to 
help. CDFls put their communities first and they measure their success through their impact on 
the communities they serve, and not their profits. Inclusion and social responsibility are other 

main focuses of CDFls. Despite serving predominately low-income and underserved 

communities, CDFls are most times found to be more efficient than mainstream financial 
institutions.5 Research shows that nationwide, CDFls manage more than $222 billion, 
contributing to affordable housing, financial health and job creation.6 

Credit unions that are classified as CDFls are best situated to originate loans to the communities 

most in need, but those loans are often non-conforming as they do not meet the loan-to-value, 
debt to-income, and FICO score requirements to sell to the GSEs. Recent studies have found that 
Black and Hispanic borrowers were more likely to be denied conventional mortgages than white 

borrowers.7 The homeownership gap is widening because minorities lack access to credit, in part 
due to stringent regulatory requirements. The FHFA should permit the GSEs to purchase 
mortgages like the ones made by CDFls to their communities through new pilot programs with 

less stringent purchase criteria in order to facilitate a secondary market. This would mean CDFls 

could make more of these loans to support their communities and help resolve some of the 
access and equity issues currently impacting many borrowers. 

4 CDFI Certifi cation .https:ljwww.cdfifund.gov/programs-training/certification/cdfi . 
5 Brian Thompson, Impact Investing Through Community Development Financial Institutions (CDFls) (Jan. 31, 

2021) . https://www.forbes.com/sites/bria nth om pson 1/2021/01/31/i m pa ct-investing-through-
com mu nitydeve lo pm ent-fi na ncial-institutio ns-cdfis/?sh= 1 f3f015 b 7b 75 . 
6 Id. 
7 Jennifer Streaks, Black families have 10 times less wealth than w hites and the gap is w idening - here's w hy, (May 

18, 2018), https: //www.enbe.com/2018/05/ 18/ cred it-i neg ua I ity-contri butes-to-the-ra cia I-wea lth-ga p. htm I. 
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Conclusion 
We thank you for the opportunity to share our thoughts in advance of tomorrow's hearing on 
FHFA oversight. Should you have any questions or require any additional information, please 

contact me or Jake Plevelich, NAFCU's Associate Director of Legislative Affairs, at 

j p level ic h@nafcu.org. 

Sincerely, 

Greg Mesack 

cc: Members of the House Financial Services Committee 

NAFCU I Your Direct Connection to Federal Advocacy, Education & Compliance 
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tNC 
July 20, 2022 

NATIONAL 
MULTIFAMILY 
HOUSING 
COUNCIL NATIONAL APARTMENT ASSOCIATION 

The Honorable Maxine Waters 
Chairwoman 
Committee on Financial Services 
United States House of Representatives Washington, DC 20515 

The Honorable Patrick McHenry 
Ranking Member 
Committee on Financial Services 
United States House of Representatives 
Washington, DC 20515 

Dear Chairwoman Waters and Ranking Member McHenry: 

The National Multi Housing Council (NMHC) and the National Apartment Association 
(NAA) are writing to thank you for holding a hearing entitled, "Housing in America: 
Oversight of the Federal Housing Finance Agency." As conservator and regulator for 
Fannie Mae and Freddie Mac, FHFA Director Sandra Thompson is twice responsible 
for a critical source of capital for the multifamily industry. The Enterprises are 
uniquely able to support stability in our capital markets, help address housing 
affordability challenges across our nation, and encourage a focus on housing equity 
within the diverse communities where they participate. 

For more than 25 years, NMHC and NAA have partnered to provide a single voice for 
America's apartment industry. Our combined memberships are engaged in all aspects 
of the apartment industry including ownership, development, management and 
finance. NMHC represents the principal officers of over 1,700 of the industry's largest 
and most prominent firms. As a federation of more than 145 state and local affiliates, 
NAA encompasses over 91,000 members representing nearly 11 million apartment 
homes globally. The apartment industry today plays a critical role in housing and the 
health of the broader U.S. economy by providing apartment homes to 40.1 million 
residents and contributing $3.4 trillion annually to the economy. 

Our organizations believe that appropriate oversight of FHFA and the Enterprises they 
steward must have housing affordability and access to capital as central themes of the 
discussion. The connection between economic opportunity and housing is well 
documented. Having a roof over one's head and where it is located is the single most 
essential element impacting equity. Having access to decent housing impacts health, 
education, employment and a person's ability to build individual wealth. Addressing 
our nation's housing challenge, in general, and more specifically this nation's housing 
affordability crisis, is crucial to promoting economic opportunity in our country. To the 
extent FHFA remains focused on this mission and provides evidence through oversight 
hearings, they can help build paths to better opportunity in neighborhoods, with access 

APARTMENTS. WE LIVE HERE. ITTSEyoSt.,N.W.,Su1t,noo I WHhington,DC 20006 I 2029742300 WeMoApartments.o,g 
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to better schools, services, jobs and transportation. 

Today's housing supply is insufficient to meet our nation's housing needs; and while 
we need housing at all price points, the most pressing is the need for housing for low­
and middle-income populations. For decades, America has witnessed the escalating 
challenge created by demographic shifts, public policy decisions and economic factors 
culminating in the inability of families to rent, buy or maintain stable, affordable and 
safe homes. This marketplace reality should provide context in which the Committee 
conducts oversight of FHFA in today's hearing and in the future. 

Those at the lowest end of the income spectrum are especially vulnerable to these 
problems-one in three renter households (33.6 percent) earns less than $24,000 
annually. For these households an affordable unit means one with a monthly rent of 
under $600. However, the number of low-cost units renting for less than $600 per 
month fell by 3.1 million between 2012 and 2017. 

Housing for this population is also the hardest segment to build for without subsidy, 
given the costs associated with development. For many families, the shortage of rental 
housing that is affordable creates significant hurdles that make it even more difficult to 
pay for basic necessities like food and transportation. IBtimately, this also negatively 
impacts theirfuture financial success. In June, Fannie Mae and Freddie Mac submitted 
housing equity plans to FHFA highlighting the ways in which they can assist in the 
production of affordable housing, which we hope the Committee will monitor going 
forward for progress toward this goal. 

However, housing affordability challenges are not unique to lower-income households. 
The total share of cost-burdened apartment households (those paying more than 30 
percent of their income on housing) increased steadily from 42.4 percent in 1985 to 
53.9 percent in 2017, while more than 25 percent paid more than half of their income 
on housing in 2017. Consider that the median asking rent for an apartment constructed 
in 2017was $1,550. For a renter to afford one of those units at the 30 percent of income 
standard, they would need to earn at least $62,000 annually. 

Oversight of FHF A & Housing Finance Reform 

Federal policymakers must recognize that any discussion of housing finance reform is 
inherently a discussion of housing affordability. As FHFA continues in its conservator 
role and Congress considers housing finance reform, ensuring a stable future for rental 
housing is a critical component to addressing housing affordability for all income 
levels. One of the foremost priorities of federal policy makers should be getting 
multifamily right in any housing finance reform effort by recognizing its unique 
characteristics; it is the single most important factor to ensuring that the apartment 
industry can meet the nation's growing rental housing demand. 

The GSEs', Fannie Mae and Freddie Mac, multifamily businesses are an important 
provider of debt capital for the apartment industry. The GSEs serve all markets and all 
income levels and have been particularly effective at providing capital to multifamily 

APARTMENTS. WE LIVE HERE. mSEy,St.,N.W., Su1t,noo I WHhington,DC 20006 I 2029742300 WeMoApartments.o,g 
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properties that serve low- and middle-income renters. For over a decade more than So 
percent of their business has served that class of renters. Preservation of the mortgage 
liquidity currently provided by the GSEs in all markets during all economic cycles is 
critical. NMHC urges lawmakers to recognize the unique needs of the multifamily 
industry. We believe the goals of a reformed housing finance system should be to: 

• Maintain an explicit federal guarantee for multifamily-backed mortgage 
securities available in all markets at all times; 

• Ensure that the multifamily sector is treated in a way that recognizes the 
inherent differences between the multifamily and single-family businesses; and 

• Retain the successful components of the existing multifamily programs in 
whatever succeeds them. 

These principles should be the focus of any oversight effort by Congress along with 
steps taken by FHFA as conservator, toward a reformed structure that preserves the 
high quality and value of the current multifamily secondary mortgage market's 
activities. 

During today's hearing, we hope the Committee will explore the elements of the 
Enterprise multifamily businesses within FHFA's purview, to understand what the 
Agency is doing to continue the positive loan performance metrics resulting from 
adherence to prudent underwriting standards, sound credit policy, effective third-party 
assessment procedures, conservative loan portfolio management and, most 
importantly, risk-sharing and risk-retention strategies, which collectively result in 
strong taxpayer protection and stable capital markets for multifamily borrowers. We 
believe further topics for oversight include management of the multifamily lending 
caps at both Enterprises to avoid market disruptions, efforts to address housing 
affordability for the rental market, and efforts to engage on housing equity. 

FHFA has guided the Enterprises through a tumultuous chapter and helped set them 
on a course for a bright future. Going forward, Congress should hold FHFA to its word 
when it commits to supporting the needs of the multifamily marketplace, and together 
pursue a shared goal of healthier housing markets for renters across the country. 

Sincerely, 

Cindy Chetti 
Senior Vice President, Government 
Affairs National Multifamily Housing 
Council 

Gregory S. Brown 
Senior Vice President, Government Affairs 
National Apartment Association 
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tinited ~tatrn ~mate 

The Honorable Sandra Thompson 
Director 
Federal Housing Finance Agency 
400 7th Street, SW 
Washington, DC 20024 

Dear Director Thompson: 

WASHINGTON, DC 20510 

July 19, 2022 

We write to convey our many significant concerns with the Equitable Housing Finance Plans 
announced on June 8, 2022 that were developed by Fannie Mae and Freddie Mac (the GSEs) at 
the direction of the Federal Housing Finance Agency (FHF A). These plans contemplate race­
based housing subsidies that, according to FHF A, "will meaningfully address the racial and 
ethnic disparities in homeownership and wealth that have persisted for generations," Freddie 
Mac may decide to make these subsidies "accessible to anyone who self-identifies as Black, 
Latino or American Indian/Native American." Fannie Mae, on the other hand, contemplates that 
" [t]he initial focus . .. will be on the needs of Black homeowners and renters." 

The administration's proposal seems intent on repeating the mistakes of the recent past. It is 
worth recalling the GSEs' central role in the 2008 financial crisis. In the lead up to that crisis, the 
GSEs were encouraged by their regulators to acquire more and more risky mortgages with an 
aim to increase homeownership rates. The GSEs were able to finance their rapid growth in part 
due to the market's perception that the federal government would not permit a GSE to fai l. This 
perception of an implicit guarantee kept the GSEs' borrowing costs low despite their aggressive 
risk taking. Subsidized risk taking helped homeowners take on more taxpayer-subsidized 
mortgage debt. While this scheme to subsidize excessive risk taking led to huge profits for GSE 
shareholders, it left behind massive damage for the taxpayers and homeowners. The lasting 
legacy was the GSEs ' eventual insolvency, their $190 billion in taxpayer bailouts, and a wave of 
foreclosures that wiped out millions of homeowners, hurting many minority families that were 
beginning to accrue generational wealth. 

Against this backdrop, we urge FHF A to reconsider these affirmative action housing subsidy 
plans for the following reasons: 

First, the plans are manifestly unfair and should be unconstitutional. Discrimination on the basis 
of skin color is simply wrong. That remains true even when intended to benefit minorities. 

Second, the plans risk setting up another generation of minority borrowers for failure . Black and 
other minority homeowners lost significant wealth as a direct result of lax underwriting by the 
GSEs before the crisis. These plans would yet again relax underwriting by, for example, 
lowering down payment requirements for more borrowers and testing unspecified and not­
necessarily predictive "expanded credit criteria." After the last few years of very significant 
house price appreciation, plans that push minority and low-income families into highly-leveraged 
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home purchases are concerning and seem to blatantly ignore the lessons of the last housing crisis. 
As housing markets are cyclical, it is a question of when, not if, the next downturn begins. 

Third, the plans raise significant legal concerns. By statute, FHFA's mandate as conservator is to 
conserve and preserve each GSE' s assets and restore it to a sound and solvent condition. No law 
authorizes FHFA to use a GSE's assets to pursue affirmative action in housing. Moreover, the 
use of taxpayer funds to provide race-based subsidies poses grave questions under the Equal 
Protection Clause. These constitutional defects cannot be sidestepped if geographic or other 
proxies are used to focus subsidies on minority borrowers, as the plans themselves state a clear 
discriminatory intent. 

Fourth, the plans are a return to GSE mission creep. The GSEs' charters limit them to supporting 
the secondary market. These plans, however, contemplate that the GSEs would push into the title 
insurance market (through bulk purchases and attorney opinion letters), the appraisal market 
(through new valuation options), and even the lending market (through GSE-funded down 
payment assistance). Primary market participants should be concerned about the GSEs seeking to 
return to their pre-crisis endeavors at evolving into full-service mortgage companies. 

Finally, the plans needlessly politicize the GSEs. The administration is conscripting the GSEs as 
instrumentalities of its progressive racial equity agenda to achieve outcomes it cannot achieve 
legislatively or even legally. The resulting expenditures of taxpayer funds will occur without 
congressional approval or oversight, and we are particularly concerned that the nonprofit and 
other GSE partners in implementing these plans will misuse these funds on lobbying, other 
political activities, or advancing liberal priorities. If the GSEs' 13-year-old conservatorships do 
not come to an end, future administrations will also succumb to the temptation to use the GSEs 
and their $7 trillion balance sheets as slush funds to finance policies that otherwise lack 
congressional authorization or appropriations. 

Given these concerns, and in anticipation of litigation challenging the legality of these plans, we 
ask each GSE to retain all correspondence with FHF A and other records relating to these plans. 
In the meantime, we urge FHFA to abandon these plans and re-focus on the safety and soundness 
of the GSEs. 

Sincerely, 

Thom Tillis 
United States Senator 

~~ 
Richard Shelby 
United States Senator 

~ 
Pat Toomey 
United States Senator 

Mike Crapo 
United States Senator 
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United States Senator 

~}·-~·r 
Jo ennedy 
United States Senator 

~~ 
Cynthia M. Lummis 
United States Senator 

Kevin Cramer 
United States Senator 

11. JJLi fZ~ 
M. Michael Rounds 
United States Senator 

::!~!rJ 
United States Senator 

de ... ':) rno<"Q""\ 
Jerry Moran 
United States Senator 

Steve Daines 
United States Senator 
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PETE SESSIONS 
17Tl10tsTIUCT, T EXAS 

~EOH FIIWICw..SERYICES 

SuaCOWMTTEE OH NATIOHAL SECURITY, 
INTERI-IAllONAL DEVEi.OPMENT, ANO 

M ONETAAY P OUCY 

T ASK F ORCE ON F INANCIAL TECHNOI.OOY 

Cow.lrtTEE OH 0vt:R$1GHT 
AND REFORM 

RAN~MeMBEII 

"""""""""" CrA.AIGHTsAHOCJVLI.JeEATIES 

May f 't , 2022 

The Honorable Marcia Fudge 

CICongress of tbe Wniteb ~tates 
~oull'c of llcpmlcntatibtll' 
mtas!Jington, till!: 20515-4317 

Secretary of Housing and Urban Development 
451 Seventh Street SW 
Washington, D.C. 20410 

Dear Secretary Fudge, 
;=.- -

/

2204 RA'l'Bt.,IAN HousE 0FFCE Bui.DINO 

W~TON, DC 20515...i317 
(202) 225-6105 

0 400 AUSTIN AVE., Sre 302 
W,ro, TX 76701-2139 

(254) 633-4 500 

0 2700 EAAL RUDOER FWY 
SOlmt H IGHWAY 6, Sn: 4500 

COLU!GE STATION, TX 77845-2804 
(979) 431-6340 

Attached, please find 2 letters that have been vetted by the Fort Worth office of the Deprutment of Housing and 
Urban Development. They have come to me from an organization in Texas that, after reviewing this 
information, has a good and reasonable answer that will expand access to affordable housing and save 
consumers millions of dollars. 

As a senior member of the House Committee on Financial Services, I believe this is a good idea that needs to be 
vetted by your office in Washington. I believe this could be quickly implemented once the waiver request is 
approved. 

We are interested in having a meeting with your team in mid-June with our team and the appropriate subject 
matter experts. The contact for my office on this is my Legislative Director, Ryan Young. He can be reached at 
Ryan.Young@mail.house.gov. My Email address is eagle@petesessions.com ,cell phone is 202-322-4933, and 
office line is 202-225-6105 . 

Thank you for your time and we look forward to meeting with you. 

Pete Sessions 
Member of Congress 

CC: Peter Hunter, Deputy Assistant Secretary for Congressional Relations 
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DH .. 

Mr. Byr<Jo'l Gulr<1y, ,Direcoo, 
LJ.$. 0'2pammnt \ll Hou,i,ing Md IJrb~n O,wel<>pffle!'lt 
Offic.. ,of P~bijc ;l'l<il lru:lia11 Hoosing 
R~ioo VI fort Worth field Office 
307W. 7rt•Street,Stit. 1000 
Fort W<l<rth, TX 76102 

tl'OQf Mt. Gulley, 

Punu,mt to notice PIH 2018-16, DHA '"'l"(ISf:11 r,;11ulatory waiwzr .i;,;ooiat..d w,th 24 CFR 983, · 
Pl"oject £t,1.5acl V®.:'11ers (l?SV} Progr•m, suhport D • Re<j"iremf>ms fo,r l<eh.l!iil,1:i1ted ani:I Newly 
Cllnttruet<.-d lilnil:s §983.lSl (d}(ii) ~serlp!ion ofHooii,ln!,i, ·~Sl and !HJ'l:1357. 

Elackgmuntl 

Thi) 11)1,llas ~•l estata ,rnj;rket ,; "~peri,,nd"i! r,x;t>r<l i,icn>asrui '" n:mt, ,..,,:1 ;,. h¢m<1 p-,r,:h;,se pr,,:-,;,. 
O;,ll;s @<'!1:!f\Wls m expetkme.e ~.icr corp,:,rati¢1lil tir1teiirng t!ho DaUas~M>Jt \/lforl:h .ar"a "1!1,;,c;Jt,e,g 
thc,r he~dquart\"f'.i<, <ljle~ticm1s and their werkfor11e, Add>tiooill:ly, many ar11 r"l"i::atin,g .to D~lla~ in 
~!N!ritli .,f .goo<:! empltlym<111t <ljlp<>rtuni!,H, This migra,,im h11&. emall!l<il 1.1pwwd1 pro,..,,e on 1:h1.1 housing 
m~r.'l<ect al'ld is SiJ"r"'n i"g maj(>r i,w11.1stment in histil'i,iel!!Ry i,nde,r.,e,ve,d Dallas nei£hbi,rhood.. 'fh1iw 
mali:.-0t moos ,ara ~•<'lding ~" afif'ordahility g11p fit,, low•w·m~l'lltil in,c;;mie f11m~ies. Sh,.rp pri¢1l 
t,lb,s irn re11t,al r,11tet 111 ,w,;Jf as h,:,ms, pri- - resulti<1g i,1 ~ vaniohing .iupply ~If avai!abil' i.Fforable 
h<:>v$iiog. At th!!: s...na time, tf,eN lit<!. slgnifu:~M i1w<1stm<!nt$ PCe""'r'i in ihit::~lly l.!nd!,J"S,Over(! 
,e,.,m11111.1riitkos with tlil'! itifl«.>: of i nfil I itngle-fa.miiy bon,,e, gel'ltra!<!ifying entire ,,e~hhorhaods, prieing 
ffow,,,r tnt:Qme f~m,~~ c,ut of ih@i< he>rr>!l$ ~nd ,out of their nll1ighborho<;>dl, ~ 

3919 N<>rll! 'l'li>l>l~t•rt ~~ 

Oru~iit 1): 1$212 
.,~ 9,;1 ~100 
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-Wi;lvcr Rt{l(l(l~t - 983 Pr.ijl\il:! l'la$1!C•Voochc;-, Sin~ i'm)• Mew C.-0-~ructlim1 
:f'"l,>ll2oU 

To a,ddresi tilt>&(!' affordabilility ood .gentrofi~ioo d'mllangei, trill' clty ,of D9'lai llpproachoo DhlA. a11d 
privaw dil'i\1?1ilper$ t,Qo i::l'l!at'l ll uni~e, affortblQ haU$lng u,li11tion stnn',egy, Tha, city of Ollll!ai aQt1v11t<,o 
its !Land BoAklrru!it pr.:i;gt"llm !'I~ Mil'! tool to ~let ~ff.:.n!ahllll !i~ir111; a1-U as. it~'lll off th1;1 in~g0tiv!l' 

impacts ¢-t €1'rltMClifion, il:hii icti.Pn is ,d,esig,n(!d to ~pen r,eadily ,availabllll city-ily;ned l.;,nd '~ .pri~'ll!OO 
(f;w;clopt!l'S to buiid 11ii!1~lt·f11mily lion1~ r<l!ntii;I units t<l' t,,,.,,.•to•rnodl\!lr;;i.t:e 11\COme l'af<'J~i<l:I: 011 acquired 

'Sit!\!s with p,rl•'l!t~ {lquh.y. F!;lr de'l>'SI.Ppers, d1i$ tnQdt.l only W()rb if they are ab,le. to d~,:;,p llt te;iie. 
H,ir,ein iias the ch;illeng!l' illrld OP,porwri1Ly. fo !:.ui[d at S!';ll!Si tn<i •vofoper's require: financing. 
Un.t!<J:ritandlbly, l0ndets W<1nt ,i:!$$\lf!!.O®' oh revoo\jl\) itn:Nlm ,demon$1:rt1ti!l(! fr.Gllith~ l,:,~n wiill be repw.ld. 

DalJ~ preoc•i'lts !t uruque oppottu111ii:y 111,l,ere, <l group of deve!op1trs es.tabfi&hed ;; mission w' ero11t"" 
attQr(iehl~ i!iol!lllng hylb1.1ildi ... g(1!SOO to 3,000 $(ftllr-e ~I:) $l~le family hof!'lW ()!1 mfi!! lo;$l'IC(!U~d 

f,r,:,~11 ·tM city of Oall<J:I\ loo cl Banik I ll!o<l 1f ro~ and othe-1 sour'l'.:es, l:looicllting the eQmple:ti;,d homes w 
f'llm1W who qualify for the Hl;Jf) IP~j~t•based l"'.ki!Jlliing Vt1u,;!w (PBV) progreim. 

" De,,elaper:s hav(l t(lspt1m:led t<> OHA's Raqllest for Proposal'$ fur 'lll!f:! de>H!iQpm<,nt {)f PB\f's 
with ingle family units. 

• OKA hilis condJ,JJ;ti\l4 its dt1e di,llig,enoo 11r11d approw.,d two, 11pplicati¢ns fmui deveJop,er6 who 
. lntend t:i dl\!lvel,op srng!.i family hO<tMS u!iing city of Dallir; il'lfill lot11 and Ion in ot'h<,t foC<Jtlons 
toc~t;e.f,ffotdable h,;using utifil:in(l: the HU.D PBV program. 

.. In the ?BV program, f:c,r t!iittS to lbe eo,ni;tri,,etlt~ view >i;Orlfft'Lle.tioru, i;itl!' ei,ritr.ol, a $!~ 
nl'tighborliood it;mdari:i's N!-.iaw and <llt'l erwirnnment~l il'(Wl<>'l"I am m(luimd befuoo MUD wi,11 
prw,(f,e 1ilitflori;rutiorn f,t)II' tfal Pil-lA to an~r ir1to ,!lrl Agteeiruimt '00 Entier int,;, ,11 Hoo:.iing 

Ai5i$tll!'\~ fl~~t& e0tt'tr.!i<:t ¼HAP) with t!!it d-iop,,1\ 

• The lender re~y,lr@~ tp(i!t;i,fu:: detail, s,bout the inc:omlil, :str~11m which in thi;; -t!ISl!! will includ" 
teMJ!it~ imd' iio!Jlsrng SSS.$t.lfl<:>e pi)'iT!il!llil:S. 

• L!!nders ireqiu"il1lt a~suram::e of a nes,enw ~tf<!!am 'ttfo;t tl'em!ll'lstrat1is how the f\t!l!in w!ffibe re~id. 

• An ~e,wtlld AH.l},!P ts tk!; mis~•r.g link that. would Slltiify th.a lendef ll~ to the lncom;;- '&tfttam, 

l!nd f~eiGe11te ftrraru::ing '00!1' tklwl!iloproont. 

• W111:h /inQflleio(l !Mi!Cured, the Pe,'elo,pil'r e11,n ,acquire ~•ttl tontrcl for p,tree!f~ off~nil and infi!I !ots 
as W!ill "~ k,bor an,d Miitlei'i/!lt to bwU.l srnglsl remi!y hl:1tm!S 

• When the [,i,u il!l'e i011ntlied and! site ¢«11;fol aquire,tl, 'the i)ew,loper ,can :;;i,,bm,lt th;i pr.Pperriy 
locaticm~ for ®{rtplmion of th.; riilq11ired Mviewi1 
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Waiver R~w.,1 -9~ l'rojioot ij*-\louohcF, Sit:,gw l'mty N<:w Conii!ruatl!l!l 
l"~$¢30'il! 

"" Ab\\llnt tht ~Dper's idllntifiG.t>t«)I'! of the la,tt;, OHA is •~urrendy u11a:bla to pctfurm the 
r~ired ravlew .;n(I sub~qtie11t!y ,mable ro a"thoriic DH.A tli exeeuoo the AMAP. 

·• Dl-lAund(jr\lt,mdund ag,rees "'lith the netd toeomplm:11111ht-0ti!d HUO r,equiremarits i,c,, •$it,e 
cQlli!;ril, ~rt,;i, 11e1lg1$othood stan,;l;ir(ls <>eoo anr.1ronmefltlll r-elliew. 

" DHA seeks ~ w11i>1~i:o idjust the s1?quencil!llj .c,f the i;;eps ,n the >llltl$t!n~ mvl<llw f"t'QCC$1' M an 
a~modat1on t¢ ,s,11abli! the cr@tion .of affi;r&lbio hrrusilllg in the sangle-f.!!mi!y ,rent~I 
m~rl.@t. 

Pr,:;gram l)esig1, 

:Bill.ow is a brief di~ptkm cif tl,., ffi!!Jor pr~m ,design >!!1'-emer.ts wltlh the rQfcs ;rm! m51P,:,n,il;ilitill;s of 
~d:'lp;iirty: 

City 'if 61;,dJias f}llle & ~ns!bility! 

i. The elty through t~'I Mtll'Tlal anncu1<1oom1ml: and e<:1mpll!t1t.w bid p:fflc.!S!iies wiilJ ll>f!I«! land 
,iv.lit~bla (latidl B~nkfrrusth,:, jmVll~ developers folf tdiie c:0115trvction ,a,r ~oroblr; housing, 

a, Stsittus: 

t Or.-t1oiffi 

~~ 
t Pu.b~$h Rf P :Prnjeet B~sti<:I Vouclill!ro for N11w Construct,,..,.,, Sin,gfe F~mily hO!tWi?s (Eld-iibhA) 

il. StatU$ 

i CQJlnpl.,ted 

2. R,mk/Ratll' PrQpos;l)l~ reoow<l!d wnd raqu~t il)HA Board of Cornrnissimrer¢¢!1ditiornil appra,,lll 
of P~V Ye\l.f!OOO~nts to the RFP llu!:ij1'ld: l:ci HUD fili~'1!tol)' Waiv!!'r of i!alements t>FCFR 983 
(E:diibit B) 

a.· StatllS 

t C(m,plie'loo 

3. Rla11uan: ~~l'!,y Wa1v,ercl ~pplit:oofo tegu!atioo r~ir(!;Jll;!ll\S 24 cm 983 

a. Status 

L lnProgni~ 
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W'(liw,r R<:qul1S! - \1$3 truJtct :Basi:il,'l.1',;1)1(:!;t!ir, :'ilng;Je r-amily NI/!"' C1in~tmmon 
l'<lj!~4(>'.f8 

4, Er:itt'lrinto an Agreeroi.nt to Enter into .i Houiirtg.Assist:;11100 P<1yme111ts oontll!l-Ct (AHA'P)witlh 
0-l(iper ~r ~ produ,-;tion .c-F !'I sp!!d!i~d wt1l ~mb~r of new oons.tl'i.Jc±ion, :iiiilgll!l•famify 
ihomes (24 Cf'R 983,152} 

S. Revi11w imli'iliduail IPa~:i. of111r.d for llppr;;,v.;rl when ffl!1ll!ll,:;per pti:widas site eor:rttofl ffl'llof of 
.PWl'itrship - Sito Niiighb«ho!l'~ Sti:~dards (24 CfR 98S,51) . 

Ii. l\l,ooi!ll;>r ¢¢1'\JrtfU!;tion lloutiiig 11riiti developed 

1. Dli.!Wk,p ind maintein PSV iitt? !bas,ad 'l'N;liting iil!,t for thls praji(i,ei 

8. · R,i;fer !jUlllifi~d !!p!)lieant fumnieJ from tl'l<l' w~iting Ii~ t,o, f~l <1llllilal:i!a Vl!eanei~ 

A!?Mali;;pru:s R. ~B.lllp,omibiiity . 

1, Subr;nit Pm~~I in N!tponsa to DMA's RFP0 Pmje¢t B.i~~ Voo.::b(lill> (PBV) ror ~w 
Constru~~{'llfl Sir.gle•Famify homllS, (!EihlbitC) 

I). St<!ltWI 

L Ctimple:ted Mllri::!1 20.2:2 

2. Enter im:o AHAP ,~l!:h 01.,jA ~r thtl production of® tl.lV.ll num~r<if sir-.p-fomily ,hl)l!'tHlS 

11. St~t,1; 

i, P(l;oong HUD Wawer-Ap~\•<t! 

a. $ewr(I prlv.im debt fin.in~it)g 10 d@~io,p the mil:& 

1)1 • .Status 

i, Cort>tlitiorwid u;pon Ef~otioo tlf A!HAP ,'lithi ll~i~ty -to .armmd th$ ~t'l!!frlent will1i 
&ddltional units. ,;Al~l'l ptrcels .o,I! iii.Ind afl!' idimtilied, i.lflJml',l{;.d .by DHA, aruil 

· ~onstr,u<:ti!d al p;i.rt of p'1~~cd AHAP d~pm1int iehe:l'ule 

4. Submit ,required city,of \Al,lli!,s Applii:atiornfor o>plltl iol$1:~tionsoff'ered by City of Dallas bntl 
&nk!T rust lot, 

,;i, StilM 

L Submitt(lllY/l,wl 3Pplremti,t)l'.'IS upoo i.SJ.J,ll,(l¢(l' of'Cit.y Puhiio N>1>tl(:eJ • On(;ioi11g 

5. Sr;ek ~ditioiiui! lt!nd a.equititiicn opti,;inJ 

11. Sti!tus 
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\!,l(ljj,rer Jitequ;esc- ~8;1, P!\aj<1ct Ba,re/J-Vey11cl:ie.:, SinJ,!lie !'e,illll)• N~w-t',;;n~m.'tti!JI 
Pili.\ll)':fof$ . 

;, On-going 

6, Provide DMA wl-tih l!llrni!holding~ ,ul'lilttr ,::;a;ntr.aot fr;r trllJ} n~iglm<iroooo rEMiewloppoval .• n,tl t-!l 
add ~ppr-o.Vll,cll l~nd to -the pl'l~ti tkivela;pm<i!l'lt qFtheAHAP 

7. D-evalop$itt,­

$. M~nagil! a$Sll'tt. 

R1tio1mle f0r tile W~iver ReqlJJl!llt 

DHA dic,(;I.M!tGd thr()l,lgh iti R,iiquastfor Propolllll~ (RFP) s~k<to,g_ di!Vllioper-$ ;,lll'.lrll!d:ecl in t;ievd,:,ping 
S,nglf!-family h-~ u!.ilizing thefl~at-ct-Ba~d \/'.,:,ucrw,lf {PBV) progri11m two ~or,d(!111t,;. 11;ith ~ 
m1ssioh to ~1\:11'¥ b,;,th clu~tered' 11..<l sc-~ttlllred ~re $illl!ika famify' htl>ffl~ :llO a~st fainiY.111; with PBVt, 
Each i:if tho m,pimc!et1t$ prope>S<t w acq.,ire I.! nd end build r;ev,1y <:.:)nitru,c,tl'!ld sito,g_l'1! famrlt rnim<ls, 
Whae- the r;i,s~rndenl:$ fo,ll!lt (;b'i)ng dl!'leloptnent pl~ns, th~ do not c11.1,rrently hi•µ} site cootrol 1;1f the 
f,o,t,'.S, 

l..ln(h,r.l\l:ei!ldl~, r!i!levant f'..tetors pr«J13de tire dwtt!open fmm 3(;<J1Uirin1 s~ -COl'ltr-ol llll: the ti~ of 
tlu,if s.u!bm;ssior,; @ft propwial to 0!,IA for ~w. 

Afipl•i:~b!ti Ftctors: 

• Di:lveliopers are it\ti'll'l!tbl:!i:ll 0111,uti~.iil'lj\l fond pr;ivim.isly l!C<::lirnul~tedl in tlhe <:iity of D.;ill!als lan!i 
· bank. They im,st a,dlhere to the timmi of the City';,. pulilic .solitiation fe,r Dvl.lileble ~n(I 8tid 
.hid 110 tht fott as they a,re mode !!v,;J,itiable by the CiLy, 

,. The finarni;i;!I iosaito tions who will j!lilO'.;i:kl fin:mci~I t~¢1/il!'¢1ts t!l the <hl\.'i}.lop~'s require 
evidanoo of'tf~@ PBV rava111,.1e f.:tf.!\!llli\l'I ~ they w;ffl pl~ c:aiptial$il&; fl!'Rlncingi!lee.>.S5,\,lll)' 

t9 &e~elop ,llt seale· i.e:, the ifio3nei!I! iiflJ!;titJutiont need :m l!xecute,;I Ag,11Mr1'm:nt t1> a;,!lll.;r ir;to 
@ Housing Assir.t~r;~,;; P~el'!ts Cootrliet (AHAP), HUD !'llfl.t•fll~ions re!JUir.i ownfflhip-o-r 
thll' property prio.-·ti;, ,wth.()f,it\'ltforn 1X! enter 'i,,,ro lll'• AHAP. 

DHA Praposal 

• Dl◄A s~s to incrnase the ~llpply ,:if ;iffurdable hQIWirt,g_ m '9UatiTl'liJ1i t!lfflill!ls. HUD's PW 
pr~1't!M t>ffurs a unlqlle .ind weilcome opport,i.,nity to cn,,;t.e ~ff'l:)rd~We l¾ousi.ig for 
-commyi1ieie6 iM;pceialiy those in ,flnt&I mijrk<!trs ~en as O,dl1!$ whEirn nmtsil ra,t~ &ll"<i' rupidly 
riiing, 

. • DHA p,opo;;es ;w lill<faM i't$ <1:le<:>f the flBV pn~r,l!'I'! to the sirngle ifat'l"lily ,111.mtal ma.rlcet, 
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w.aavcr :Rti'}W//$1. ·~ fl83' Pn.i;ject B~.-.!• Vo,1ch<!r, llir,l'll¢ FM.lily :New Cm1(1!f11Ctioo 
P',!jleu•of8 

• !Following ti so,!idl;il)(l fo,r P"DiPosali; and i {:<lroful review eyr prop"sal's n,,~;rttv(;d, DHA :seek& to 
e,,r!:~r i!'lwanAHAPwilh ~e,..,'ili!dDevefop~ns fo:r the dl~lopm,:;ntnfa pf(;d(ltllfrmined speM'it 
numb.er of &it\gle:..familylh,:;,m~ '$ubj1Wt to'th,e eompltil;lon .:,it cQri.;Jiti~n<s rra9llllired by MUD and 
DHA 

• The l>PtS on •lihieh tM r.ing!e family homfl~. will be b~;1i will be m~de, llMllili&l:be thr.:.vgh tflt dty 
of' D11ltll~ Wlnd Bank n~ ... d Ttllll*tand o:tiher $01Jfi;l!5;. 

• ih-0 Diwekipe,r;; plim ~ use pifh'v111t11 tqv ity needed ·f,nr fir.te .lll:qtiijlioo ,l)f1d dtl'>lelopml\l!ne ,cQm; 

no pu bli¢ funciil'f,g. Ar, a m~u!t t:ho tubsidy layl;lfll'\g \!'IJ'\ii,:i,w \\q!I ni>t bo n.;tess,a.ry. 

• With ¼inal'ltil'l€ in p~cl\1!, thie Olflll?k>J)iars w:il! g...ill'I irt<i cont~ol ¢f ~pe.eific lots and ,ubmit tl'i~iir 
!l$1: ,c,I' lob to DHA 

• OMA will foeitltate thie ,cQmpletii:in •!If the Site Nliliglhl:iorhoo,tl StM®.cls and Eo>;irooment;;il 
IRtr,n@w fur im.mtif~d !t1ts 

• OHA will re.quir•cr. 

t;, The D4tvirdoper ti:. S\.llhmitt inJividlJ!ll lot$ lfor DHA appn:w;il 11ft(t,. th<¾}' 11btaln ~e ,;;.:mtrnl 

o Th11 D.,,..efoper to ;,'t!brnit a timelioe for phimw devef<tp!Tll1n!: sclhed11le i,,bj~ to OHA 
app~ 

~ OMA rete-M!s the right: to roooo11AHAP if 4e"1U"!o~,does not mett ~ree-d LIJ>ll" tiirnclln11 
I oomtruttion s..:htd,;l.i-

DHA is .re,:g~~tin(I W<l!ll!lf of sp,eeifit:c re,quiri>'ffHliits in 24 crn 983: 

L Tt1 C'Jitt,s into an .AliAfl "'itli(l!Jlt $pt:1cifia ~m.f p.ir¢qq~ idMnfied, .;,r ownership of sp~'Jt land 
parcels by the i:lelll'llc,pol'(,) lhoW\\?llll!r; '" $,Pteifi,;; nl!l!mb&r of PIN units will l>e ll5iigMd t11 

i:fovekipeirs who are t'lpptl)Ved to deve!.;,p $k1gl(! filrnsly homes for IJ)iltti;:;i;patio~ fn th!! PBV 
program. 

2, To porf1:1,im, the site nili;Miomood !;tand1.1rcls r-el.'>ilw m-id envirornrnent&I r~%11w as th,e J>!!r<:!lli 
~ra s1:11bmitoo,JI to iDHA fur re\liew., ~lld iec.ept or :reject tlil;, puretls !:wise-ti ori tho f,wie,,~, 

cornpleteil by DHA. DHA will ;imet1.d th(l.AHAP tl:l; in,cl11<il11 a<::tual unit phy.~k:;;I m!dr®sw as 

th!!> l~nd pen:els aro ide,rri1ieJ, 
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·wahrcrll;!1i<ll>ll•l-lllll l't'f/)l'i>\:t Blllrei.1-VoUilh;:r, Stt11!1<1-Fa:mif;)• N¢,we~<\'l'I 
Pa!))l!7ofB 

Timcl!ine for ·thi$ ~!.S: 

• It~ <1ntkipa,ted th,t upon 11ppTO\!lll of thtt-w-awe.r 1,,/ HUD, DHA will txec~e ti-w initial 
AHAi? <J£lntr11em wlth s,;!le(:ted dcvelope~~ fur a ~eciti~ ny,aibiir of units wi·thin i!O d~)'ll <if 
ire~i11tnJ th>? 11raiver illpprovitl 

• Devel<iper.$ wilf tl¾en be able to finalize their Tlri,a,l'lcing and ~tl!,rt the a...:iuisitwn of the ,!;;n(l -

60 th.1:,-s 11fter Ah!AP, 

., Devel,oper to $1 btrtit l!I 11,filcess.I1Ty de-elll'ltlents and it1formati<in to DHA m lZQl'1l'lf)~t¢ the si'!ll. 
nei~lborhMd itiiliildan:!~ r.eview - 30 to 45 !fays after a.cqviring t:he lam! I $ile cmtrol 

;. OMA to complete tht t~u1red r~i.ews 11ml either p,xivicle ii!Klc.;p,tal'I~ or raje,c:tfon ll)fthe 
d,osain laM partt!II ~ iO di!~ 

• fofl:riw;ng oomplelion of the 11!!vl~ ~nd llppl'OWd! site $eltction, DI-IA to-11rnend tht> AHAP 
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STALCUP LAW 

Via email: 
Terdema Ussery amedret@gmail.com 
Ron Lusk ron@rlusk .. com 
Terdema Ussery 
Ron Lusk 
3811 Turtle Creek Blvd. Suite 175 
Dallas, Texas 75219 

April 17, 2022 

RE: Confidential Position Paper on 24 CFR Part 983 and 
Need far Administrative Waiver 

Dear Terdema: 

Please allow this to serve as a confidential position paper focusing on the need for an 
administrative waiver for HUD requirement of owning the sites before approval by DHA or HUD. 
Let's start by pointing out that this regulation is so old, and we need to be the pioneers for 
amended legislation to match policy with current state of housing affairs. The 1937 Housing Act 
(Wagner-Steagall Act) which created Title 24 CPR is now 85 years old. One interesting historical 
fact is FDR was President when this Act was written. 

The Act required that for each new public housing unit created, a unit of substandard 
quality must be removed. This one-to-one policy ensured that the federal program would 
increase the quality of housing, but not the quantity. They didn't face near the problem that we 
currently encounter. 

Operational decisions were left to local authorities, ensuring that communities that did 
not want public housing could avoid it and those that did could determine the project's location, 
virtually guaranteeing that housing projects would remain racially segregated. It was an old way 
of thinking. Our mission is to concentrate on integration and not segregation by forming a 
healthier community for all. 

The federal government has always intended for the ownership and operation of the 
housing be the responsibility of the local housing authority. The purpose was to make sure local 
authorities could segregate and place the homeless only in isolated areas. Our plan is an 
opportunity for local authorities to break the cycle and create a new wave of ownership through 
all communities to improve the community standard of living. 

3811 Turtle Creek Blvd. Suite 175 Dallas, Texas 75219 214.219.1000 Fax 214.219.1003 Stalcuplaw.com 
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Terdema Ussery 
Ron Lusk 
Page 3 
April 18, 2022 

STALCUP LAW 

behind the Wagner-Steagall Act that "every family has right to a decent home" is continued 
eighty-five years later. 

Please feel free to make any additions or changes you dee,m necessary. 

Sincerely, 

'~~~ 
BBS:pdp 

3811 Turtle Creek Blvd. Suite 175 Dallas, Texas 75219 214.219.1000 Fax 214.219.1003 Sta\cuplaw.com 
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Appraisals 

Question: 

Representative Emanuel Cleaver, II 
Questions for the Record 

Full Committee Hearing on Housing in America: 
Oversight of the Federal Housing Finance Agency 

U.S. House Committee on Financial Services 
July 20, 2022 

Fannie and Freddie have recently updated their respective underwriting policies to include 
the increased use of desktop appraisals and appraisal waivers. Appraisal modernization 
tools, when executed prudently and at the appropriate time, can be useful in broadening 
credit availability and reducing costs and frictions in the housing transaction. 

Some have argued that appraisal flexibilities should only be extended as everyday tools 
once they have been subject to more extensive analysis and testing. There are reports of 
consumers that get into a home that lacked an on-site physical appraisal or home 
inspection in which the home turned out to need more extensive repairs suggesting the 
home may have been valued incorrectly. Incorrect appraisals, whether desktop, traditional 
or otherwise, inflict harm upon the homeowner and exposes the taxpayers to risks. 

What data has FHFA relied upon in making the decision to broaden and make permanent 
the use of desktop appraisals and what are its limitations? 

Response: 
This decision was the result of a thorough review of the data collected during the temporary 
appraisal flexibilities exercised during the COVID-19 pandemic, as well as input received from 
the Request for Input (RFI) and public listening session on appraisal-related policies, practices, 
and processes. Fannie Mae' s and Freddie Mac' s reviews of desktop appraisals delivered during 
the pandemic found them to be of acceptable quality. 

To further improve the quality of appraisals, appraisers can leverage Multiple Listing Service 
(MLS) photos or virtual tours when assessing the quality and condition of a property. Appraisers 
must certify that there is sufficient data to determine a credible opinion of value; otherwise, a 
traditional appraisal must be done. 

Adoption has generally been low as mortgage volumes have declined and appraiser capacity 
issues have subsided, resulting in more timely delivery of traditional appraisals. 
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Question: 
Is there any loan performance data testing the appraisal flexibilities through a credit cycle 
or a depreciating housing environment? 

Response: 
Since the implementation of the appraisal flexibilities , there has not been a complete credit cycle 
or a significant depreciating housing environment. The Enterprises continuously monitor the 
performance of loans delivered with all collateral valuation methods and submit quarterly 
reporting to FHF A. Since implementation, these reports indicate that loans delivered with 
desktop appraisals reflect similar performance data when benchmarked against loans of similar 
characteristics delivered with traditional appraisals. FHF A is dedicated to promoting safety and 
soundness through its oversight of Enterprise collateral programs and will continue to monitor 
appraisal performance. 

Question: 
What inputs from market participants including credit risk takers and independent 
analysts did FHFA seek in making this decision? 

Response: 
On December 28, 2020, FHF A issued an RFI on appraisal-related policies, practices, and 
processes. A total of 198 responses were received from trade associations, lenders, appraisers, 
researchers, vendors, and other market participants. Feedback from the RFI and the related 
public listening session helped to inform this policy decision. FHFA's on-going engagement 
serves to connect us with the thoughts and concerns of industry stakeholders. 

Question: 
Will FHFA be directing the GSEs to share frequent analytics around the performance and 
usage of the new appraisal processes with market participants and policy makers? Will 
FHFA please share the data and analytics considered when reaching the decision to make 
desktop appraisals permanent? 

Response: 
The information used by the Enterprises to evaluate the performance and reliability of desktop 
appraisals is confidential , proprietary information and unable to be made public. FHFA monitors 
and reviews desktop appraisal information to minimize the risk associated with the adoption of 
new appraisal policies, practices, and technologies. 

Question: 
Have these flexibilities and technology-reliant methodologies been proven to reduce bias 
compared to traditional appraisals? 

Response: 
Findings in FHF A's review indicate that desktop appraisals limit opportunities for disparate 
treatment by eliminating direct contact with homeowners, homebuyers, and neighborhood 
residents. FHFA is committed to careful fair lending testing and monitoring of desktop 
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appraisals, as well as other valuation alternatives to ensure the Enterprises are taking appropriate 
steps to further mitigate bias in the appraisal process. 

Capital Rule 

Question: 
I would like to ask about the Preferred Stock Purchase Agreements (PSPAs) in place with 
Treasury. Specifically, Section 5.15 of the PSPAs reference the Enterprise Capital Rule 
finalized in November 2020 and thus does not incorporate recent changes that were 
finalized in February of this year. 

Has the FHFA initiated conversations with the Treasury Department about making the 
requisite amendments to this portion of the PSPA to reference the updated rule or have a 
plan to do so? 

Response: 
FHFA has initiated discussions with Treasury to amend various sections of the PSPA including 
Section 5.15. 

Loan Level Price Adjustments 

Question: 
Building on President Biden's Executive Order 13985 from early last year on equitable 
initiatives for those who have been historically underserved, marginalized, and adversely 
affected by persistent poverty and inequality, I am very encouraged by your work with the 
GSEs on the Equitable Housing Initiatives announced on June 11, 2022. 

Both plans have the promise to make meaningful strides addressing the gaps in 
underserved communities and providing affordable, equitable and sustainable housing. I 
am encouraged that both plans call for changes with Loan Level Price Adjustments 
(LLPAs). Some stakeholders have argued that LLPAs are essentially double-charging 
borrowers for the same risk for lower down payment mortgages with credit enhancement, 
typically in the form of private mortgage insurance. 

What does FHFA data indicate about the relationship between borrowers of color and the 
disproportionate impact ofLLPAs? 

Response: 
The grids underpinning LLPAs have a unique cross-subsidy built into their design that 
distributes pricing benefits to borrowers with lower credit scores and higher loan-to-value ratios. 
When we examine the distribution of borrowers of color throughout the grid, we find that 
borrowers of color benefit from the LLP A design, resulting in lower guarantee fees. 
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Questiou: 
Can you share data on the breakdown of LLPAs on borrowers of color and how that 
impacts the competitive relationship of conventional v. non-conventional choices? 

Response: 
Last year, FHF A instructed the Enterprises to begin updating their pricing frameworks to 
increase support for lower-income borrowers and borrowers in who live in underserved areas, 
including underserved borrowers. Providing consumers with competitive pricing and solutions 
that meet their needs is critical to providing opportunities that further equity. We believe 
revisiting the Enterprise pricing frameworks will support FHF A's mission to improve equitable 
access. 

Question: 
To what extent does the FHFA see LLPAs as a barrier to closing the racial homeownership 
gap? 

Response: 
The racial homeownership gap is driven by a myriad of diverse policies, choices, and actions by 
many actors throughout the housing finance system over many years. We do not believe there is 
a single solution to leveling the playing field but believe there is a need for interventions across 
the mortgage process to ensure that all borrowers have as much knowledge and information, and 
as many opportunities as possible. Relative to other factors impacting the homeownership rate, 
such as the availability of down payment funds and non-housing factors such as labor market 
disparities, LLPAs, in general, have a much smaller impact on the racial homeownership gap. 
However, any racial disparity is very concerning, so we monitor pricing practices continuously 
to identify opportunities for improvement. 

FHF A and the Enterprises closely monitor and analyze potential disparities across the mortgage 
cycle and take them into account when considering any possible policy change, including 
pricing. In addition, FHF A monitors pricing through the implementation of the Mortgage Interest 
Rate Disparity program. Under this statutorily-authorized program, FHFA analyzes potential 
patterns of pricing disparities by lenders doing business with the Enterprises and refers 
preliminary findings to the appropriate regulatory or enforcement agencies for further action. 
FHF A began making referrals in 2021. 

Question: 
Has FHFA considered eliminating LLPAs, and considered how certain homebuyers could 
benefit from the change? 

Response: 
FHF A has an on-going project to develop a revised pricing framework. For example, in October, 
FHF A announced the elimination fees for certain first-time homebuyers, low-income 
borrowers, and underserved to promote sustainable and equitable access to 
affordable housing. Considerations around borrower subsidies are a major factor in this 
initiative. 
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Question: 
Reviewing the Equitable Housing Plans, it looks like both GSEs intend to experiment 
within the confines of Special Purpose Credit Programs ("SPCPs"). Could you explain the 
scope and rationality of this approach? 

Response: 
The Equitable Housing Finance Plans acknowledge that, in addition to broad-based initiatives, 
additional focus is needed on the specific needs and barriers faced by underserved communities. 
The activities in the Plans were developed to reduce or eliminate barriers that are particularly 
troublesome for underserved homebuyers and renters. 

FHF A believes that the identification of specific barriers, combined with solutions for removing 
and reducing those barriers, will allow FHFA, the Enterprises, and the public to assess what 
works and what doesn't; will ultimately produce better results; and will function as a more 
holistic approach to tackling this difficult, persistent issue. 

The Equitable Housing Finance Plans include Enterprise proposals for Special Purpose Credit 
Programs (SPCPs), which provide opportunities to target credit to disadvantaged groups without 
risking non-compliance with federal fair-lending laws. It is important to note that SPCPs can be 
place-based, targeting borrowers in specific geographic areas, such as formerly redlined 
neighborhoods and majority Black neighborhoods. This opportunity makes SPCPs a potentially 
powerful tool to provide targeted interventions where they are needed the most. 
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Questions: 

CONTROLLED 

Representative Lance Gooden 
Questions for the Record 

Full Committee Hearing on Housing in America: 
Oversight of the Federal Housing Finance Agency 

U.S. House Committee on Financial Services 
July 20, 2022 

Director Thompson, I understand you are looking at a pilot program centered around 
direct mortgage insurance that looks like it could really help both taxpayers and 
consumers. 

Can you describe that initiative and where it stands? 

Also, as with every pilot program established by a government agency, I want to make sure 
it remains within the Congressional Charter of the agency. Can you explain how this fits 
within your charter? 

Response: 
Fannie Mae and Freddie Mac (the Enterprises) do not have ongoing direct mortgage insurance 
pilot programs at this time. Previously, the Enterprises administered pilot programs related to 
mortgage insurance known, respectively, as Enterprise-Paid Mortgage Insurance and Integrated 
Mortgage Insurance. These have since been discontinued, and I am unaware of any new direct 
mortgage insurance pilot program proposals. However, the Federal Housing Finance Agency 
(FHF A) is always interested in learning more about ways to reduce costs for borrowers and 
mitigate counterparty risk for the Enterprises, consistent with FHF A's authorizing statute and the 
Enterprises' charters. I welcome any input you or other stakeholders might provide. 

CONTROLLED by FHFA 
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Questions: 

CONTROLLED 

Representative Bill Huizenga 
Questions for the Record 

Full Committee Hearing on Housing in America: 
Oversight of the Federal Housing Finance Agency 

U.S. House Committee on Financial Services 
July 20, 2022 

Director Thompson, I have heard reports that the GSEs are taking steps to limit 
acquisitions of mortgage loans sold through third-party originators - loans arranged by 
mortgage brokers or originated by small community lenders that do not sell directly to the 
GSEs. In the case of at least one GSE, these actions are reported to take the form of 
inferior pricing relative to similar loans delivered through other channels. 

Can you share whether FHFA has reviewed this practice? If so, how do you reconcile this 
pricing policy with the core principle I think we all subscribe to - that the GSEs' pricing 
should not vary based on size, volume or business model? Do you plan on 
addressing this? 

Response: 
As part of the Federal Housing Finance Agency's (FHF A) ongoing holistic review of Fannie 
Mae and Freddie Mac's (the Enterprises) single-family pricing framework, the Agency will 
consider potential changes to all aspects of the framework, including third-party origination fees. 

FHF A, as the regulator and conservator of the Enterprises, is statutorily required to ensure the 
safety and soundness of each institution it regulates. In setting capital requirements for these 
firms, which have assets of more than $7 trillion, FHFA must account for appropriate risks, 
including those associated with loans originated through third-party broker and correspondent 
channels ("third-party originations"). 

FHF A also closely monitors fees charged by the Enterprises. Each Enterprise has its own 
business strategy to set single-family guarantee fees and other pricing, subject to pricing 
guidance from FHF A. Each Enterprise accounts for the risk of third-party originations within its 
single-family pricing framework, including fees for specific types ofloans as appropriate. 

Importantly, FHFA is continuing to conduct a wide-ranging review of the Enterprises' single­
family pricing framework to meet several different priorities articulated in the 2022 
Conservatorship Scorecard, including: increasing support for core mission borrowers, ensuring a 
level playing field for small and large sellers, fostering capital accumulation, and achieving 
commercially viable returns on capital. 

CONTROLLEDbyFHFA 
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Questions: 

Representative Bill Posey 
Questions for the Record 

Full Committee Hearing on Housing in America: 
Oversight of the Federal Housing Finance Agency 

U.S. House Committee on Financial Services 
July 20, 2022 

During the last financial and housing crisis, we saw the devastating effects on taxpayers of 
GSEs being directly exposed to residential mortgage credit risk. Because of this, we should 
support the development of any innovative new approach like Direct Mortgage Insurance 
that I firmly believe is within the scope of congressional charters and that would utilize 
private capital to create more protections for American taxpayers. Director Thompson, do 
you agree with my statement that this type of innovation designed to lessen the burden of 
GSEs to taxpayers is in line with their charter? 

Director Thompson, as the Biden Administration and Congress continue to spend more 
and more money that we don't have, can you talk specifically about ways new approaches 
like those that utilize Direct Mortgage Insurance would reduce risks for GSEs on the 
nation's taxpayers? 

Response: 
Fannie Mae and Freddie Mac (the Enterprises) do not have ongoing direct mortgage insurance 
pilot programs at this time. Previously, Fannie Mae and Freddie Mac administered pilot 
programs related to mortgage insurance known, respectively, as Enterprise-Paid Mortgage 
Insurance and Integrated Mortgage Insurance. These have since been discontinued, and I am 
unaware of any new direct mortgage insurance pilot program proposals. However, the Federal 
Housing Finance Agency (FHF A) is always interested in learning more about ways to reduce 
costs for borrowers and mitigate counterparty risk for the Enterprises, consistent with FHF A's 
authorizing statute and the Enterprises' charters. I welcome any input you or other stakeholders 
might provide. 
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Question: 

Representative Pete Sessions 
Question for the Record 

Full Committee Hearing on Housing in America: 
Oversight of the Federal Housing Finance Agency 

U.S. House Committee on Financial Services 
July 20, 2022 

As you know, with interest rates rising - we are beginning to see the cost of homeownership 
increasing and becoming even more difficult for many people to achieve. I believe we have a 
shared goal of trying to find ways to reduce the costs associated with buying a home but this 
must be done in a way that also protects the taxpayers who still financially back the GS Es. 

I believe one way to do this would be to perhaps fully utilize new innovative approaches like the 
Direct Mortgage Insurance pilots currently in operation. Direct Mortgage Insurance 
significantly reduces borrower costs by eliminating unnecessary administrative expenses. 
Direct Mortgage Insurance also greatly reduces risk to the U.S. taxpayers by providing 
additional private capital to the market as well as increasing the GSE's connterparty 
diversification. 

At this point, it seems clear to me that the Direct Mortgage Insurance pilot is compliant with 
the charter and that is has the potential to provide significant savings to both borrowers and 
taxpayers. 

Will you agree to fully utilize this important market-based innovation? 

Response: 
Fannie Mae and Freddie Mac (the Enterprises) do not have ongoing direct mortgage insurance pilot 
programs at this time. Previously, the Enterprises administered pilot programs related to mortgage 
insurance known, respectively, as Enterprise-Paid Mortgage Insurance and Integrated Mortgage 
Insurance. These have since been discontinued, and I am unaware of any new direct mortgage 
insurance pilot program proposals. However, the Federal Housing Finance Agency (FHF A) is always 
interested in learning more about ways to reduce costs for borrowers and mitigate counterparty risk 
for the Enterprises, consistent with FHF A's authorizing statute and the Enterprises' charters. I 
welcome any input you or other stakeholders might provide. 
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Questions: 

Representative Brad Sherman 
Questions for the Record 

Full Committee Hearing on Housing in America: 
Oversight of the Federal Housing Finance Agency 

U.S. House Committee on Financial Services 
July 20, 2022 

Director Thompson, first I'd like to commend your staff for the excellent technical 
assistance supplied to my office regarding Property Assessment Clean Energy (PACE) 
loans. We very much appreciate the time and responsiveness of your team. 

I am concerned about Fannie Mae's and Freddie Mac's (GSEs) exposure to PACE loans. 
As you know, these home improvement loans masquerading as tax liens create additional 
credit risk because PACE loans, and their super lien priority, gets money before Fannie 
Mae or Freddie Mac even if originated years after the mortgage. 

Do Fannie Mae and Freddie Mac know their exposure to PACE loans in mortgages they 
guarantee? If not, what are the technical and operational issues preventing the GSEs from 
quantifying this risk? 

lfyes, what is the total number and current balance ofGSE insured mortgages, by 
company, which have exposure to PACE Loans? Additionally, what is the number and 
balance of PACE loans that are on properties for which there is a GSE guaranteed 
mortgage (broken out by each GSE)? 

Response: 
There are significant technical and operational issues hurdles to tracking Enterprise exposure to 
PACE assessments. PACE assessments are created, documented, and recorded by local 
jurisdictions, subject to state and local laws. There is no central, national repository of PACE 
assessment information. Because state, county, and local tax laws governing lien-granting and 
recordation vary, the Enterprises cannot conduct periodic title searches, or inspect hundreds of 
local tax records for the many thousands of single-family mortgages in mortgage-backed 
securities that the Enterprises guarantee, without incurring significant costs far in excess of the 
expected risk posed by PACE liens. 

Consequently, the Enterprises cannot calculate the number of mortgages in MBS they guarantee 
that are currently exposed to PACE assessments. Nor can they quantify the UPB of mortgages 
that might have been subordinated to PACE assessments following the purchase of the mortgage 
by an Enterprise. 

The Enterprises nevertheless estimate that their exposure to PACE assessments is low, resulting 
in part from public statements by FHF A and the Enterprises that have increased market 
awareness that a homeowner who obtains a PACE assessment having priority over a single-
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family mortgage guaranteed by an Enterprise would be violating the terms of the homeowner's 
mortgage. In recent years, seller/servicer inquiries to the Enterprises related to PACE liens have 
decreased substantially, and the Enterprises have not identified any recent significant repurchase 
or indemnification trends resulting from PACE assessments, further indicating that the 
Enterprises' exposure to PACE assessments is low. 

Several other factors also make it difficult for the Enterprises to quantify their exposure to PACE 
assessments. Although single-family mortgages subject to PACE assessments are not eligible to 
be purchased by an Enterprise (which helps minimize the Enterprises' exposure to such loans), it 
is possible for a borrower to obtain a PACE assessment after an Enterprise purchases their 
mortgage ( even though doing so would be a default under the borrower's mortgage). 
Jurisdictions that have authorized PACE typically do not require a lender or homeowner to notify 
existing lien holders when the homeowner obtains a PACE assessment after they obtain their 
mortgage. Consequently, the Enterprises are not notified when a homeowner obtains a PACE 
assessment secured by a lien on a property that is subject to an Enterprise-owned or guaranteed 
mortgage. As noted, variations in different jurisdictions' recording requirements make it difficult 
for the Enterprises to search for these liens systematically on mortgages they guarantee. For an 
Enterprise to quantify its exposure to PACE assessments obtained after the Enterprise has 
purchased a mortgage, the Enterprise or its servicer would need to conduct a comprehensive and 
costly manual review oflocal tax and property records; even then, such a review might not yield 
complete data because some localities may have limited information available, or their records 
might not be current. 
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Question: 

Representative Bryan Steil 
Questions for the Record 

Full Committee Hearing on Housing in America: 
Oversight of the Federal Housing Finance Agency 

U.S. House Committee on Financial Services 
July 20, 2022 

Director Thompson, Fannie Mae recently announced it would begin accepting attorney 
opinion letters instead of traditional title insurance. 

Some have raised concerns that attorney opinion letters do not provide the same level of 
protection as insurance. 

Do you believe these letters provide homeowners and lenders the security they need? Do 
attorney letters provide the same level of protection to homeowners and lenders? 

Response: 
Both Fannie Mae and Freddie Mac have decided to accept attorney opinion letters under certain 
narrowly-defined circumstances when the lower cost of an opinion letter could facilitate access 
to homeownership for borrowers who otherwise might not be able to afford it. The primary 
benefit of an opinion letter is identical to that of a title insurance policy: both reflect the search of 
title records to identify liens and other adverse claims against title so that the lender and the 
borrower can solve those problems or make an informed decision not to accept the title in its 
then-current condition. Both forms of title evidence (title insurance and opinion letters) rely on 
title searches of identical records performed by the same search professionals. Thus, the title 
evidence, itself, is identical under both structures. 

Question: 
What recourse do homeowners have if an attorney opinion is wrong? 

Response: 
When a lender obtains a title insurance policy, only the insured lender (or its assignee -Fannie 
Mae or Freddie Mac) is entitled to file a claim against the insurance company if the title 
insurance policy fails to cover a lien or other claim against title. The homeowner has no coverage 
unless a separate owner's title insurance policy is purchased. The attorney title opinion, on the 
other hand, covers the lender and the homeowner. An attorney title opinion is insured by an 
errors and omissions liability insurance policy, and both the lender and the homeowner can file 
claims against the errors and omissions insurer directly. In contrast, when the loan is covered by 
title insurance, the homeowner has no recourse against the title insurance company. The attorney 
title opinion letter, on the other hand, provides the homeowner recourse against the liability 
insurance company that backs the opinion letter. 
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Question: 
How does that differ from the remedies available to those with title insurauce? 

Response: 
Neither Enterprise requires title insurance for the borrower, so if the lender purchases title 
insurance for the loan, the borrower will have no protection unless the borrower purchases a 
separate policy. The title opinion provides identical title protection to the homeowner 
automatically. 

Question: 
Are you confident that Fannie and Freddie would be significantly protected in the event of 
a housing downturn if more transactions relied on attorney opinion letters instead of title 
insurance? 

Response: 
Both Enterprises rely on the loan seller's representations and warranties for recourse if they 
discover a title issue after a loan is purchased. If no mortgagee title insurance policy is provided 
with the loan, the loan seller is required either to cure the title defect or to repurchase the loan if 
the title problem cannot be cured. Both the title insurance policy and the title opinion letter can 
help the loan seller offset the costs of cure or repurchase. During an economic downturn, the 
Enterprises would continue to rely upon their recourse rights against their loan sellers and would 
rely upon the sellers' financial strength to protect against losses caused by title issues. Both 
Enterprises monitor the financial strength of their seller/servicers continuously to ensure that this 
recourse will be available when it is needed, regardless of whether there is a housing downturn 
and regardless of which type of title evidence protects a loan. 
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