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Via facsimile 

Federal Housing Finance Agency 
1625 Eye Street, N.W. 
Washington, DC 20006 
Attention: Public Comments/RlN 2590-A404 

Subject : Fd.eral Housing Finance Agency 
Interim Final Rule with R~equ.est for Comments: 
Affordable 1-lousing Progrmn Amendmmts: 
Fccleral I-lome Lorn l3a1lk Moltgage Refinancing Authority 
RIN 2590 - AA04 

Ladies and Gentlemen: ' 

The Fccleral I-lome Loan E d  of Dallas (TI-ILB of Dallas") appreciates the opportunity 
to co imei~t  on t l~c Fecleral Ho~lsiilg Finance Agency's ("FI-IFA) interim final rule (the 
" IFF)  rclated to the Federal I-Iome Loan BLznks' proposed mortgage refiuai~cing 
authority under the Affordable Housing Program ("AHP"). 

The FI-ILB of Dallas applauds the FHFA's ei'forts to implement sect io~~ 121.8 ofthie 
Housing and Economic Recovery Act of 2008, which allows Federal Hoine Loan Banks 
("FI-SLBanks") until July 30, 2010, to u.se AI-iP homeownership set-aside funds to 
refinance low- or moderate-income llouseholds' mortgage ~osuls, ' h s  proposed 
initiative, if properly implemented, will allow t11e FHLBanks the opportunity to be part of 
file solution to the national housing crisis. In light of thc above, we offer thc following 
comments for your consideratioi~. 

1. Eligible Programs and Eligible Lender Participants 

'I'lie FHLB of Dallas respectf~~lly rcquests that the FNFA allow AHP set-aside filnds to be 
used in conjunctiol~ with mortgage refin.ancing programs other than the Federal Housing 
Aclmninistralion's ("FHA") I-lO:PE for Horncowners 1'1:ogr;xi11 ("H4I-l"). Pursuant to the 
IFR, a loan is eligible to be refinanced with an AHP grant only if the loan i s  rcfinLulced 
under E1481-[. The FHLB of Dallas understands and appreciates the FHFA's reasons for 
linking the use of Alitl' subsid.y to reiinancing under 1441-1. To date, however, t l~c I-14H 
program has generated little interest &om lenders or sei-vicers on a national basig, wd thc 
FHLB of Dallas i s  mnccrnccl that requiring the MIP s~lbsidy tu be u.scd only in 
co~j~~nct ion  wit11 1-141-1 limits Ule usc of AH..P subsidy far preve.nting foreclosures. 
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By providing flexibility wit11 rcspcct to tlie use of AHP subsidy b r  morigagc rcfina.ncing, 
thc FHLB of Dallas believes that AHP subsidy will rcacl~ a broader spectrum of 
deserving homeowners and enablc more loans to be refinanced using AHP subsidy. One 
examplc of a mortgage refinancing prograli? that 111ighl: bc av~ilnble for use in 
conjunction with N-lP subsidy would the Sbearnlind Moclificatioi~ Program to be 
launclled by Fanilia Mae and Freddie Mac on December 15,2008. 

By cxpancling the use of Al-1P subsidy beyond H4H, as requestcd above, the mortgage 
refinancing initiative would also be expanded to include mortgage refinancing products 
offered by our inembers that are not FHA-approved lenders. Pursuant to the IFR, and in 
conjunction with 1141-1, an. F:HLBon.lc may provide the AHP direct subsidy to inembers 
that are FHA-approved lenders for thc pu,rposc of refiilnncing an eligible I O ~ I I  into an 
FHA-insurcd loan originated. by the member. Alternatively, the IFR allows an FHLBank 
to uffa thc subsidy to members that are not FHA-approved lenders that will in t~rm 
provide t'he subsidy to FHA-approved lenders that are not mcmbcrs of the Fi-1LBa.nk. 

Cwrrenlly, only 16.3% of the FI-1LB of Dallas' lneinbers are FHA-approved lenders. Thc 
FI-lLB of Dallas believes it is impoltant to use its AHP ifil~ds as much as possible to assist 
its members with their own mortgagc lending and/or mortgage refinancing programs, 
Therefore, the FHLB of D~ l l a s  encowages the FHFA lo consiclcr mortgage refinancing 
programs that woirld expand thc ability of FI-ILBank inexnbers to participale. 

2. Iiousehold Income Eligibility 

The FHLB of Dallas resppectfillly reqirests that thc FI-IFA allow Fl-ILBanks to rely on the 
incaine and other relevant calculations (such as debt-to-income ratios) done by lenders 
under H41-I and other mortgage refii~ancing progrmns (if allowed by tlle FHFA), and not 
require the FHLBanks to recalculate the income Or related ratios of applicants, so long as 
under the lender's calcirlation metbod the household's income is at or below 80% of the 
area meclian income. 

Pirrsuant to the IFR, eligible borrowers who rcccivc A,-IP assistance under the proposed 
mortgage refinance program must have incomes at or below 80% of the area median 
income, adjusted for fainily size. Under the existing AH]) set-aside programs, FHLBanks 
are required to use a housel~old's current income to project the household's htuturc income 
in order to determine income eligibility. Thc FI-ILBanks also are required to include all 
sources of income (including income tliat could be sporadic, such as overtime and 
bonuses) horn dl adult hailvehold members, 

The calculation of a l~ousehold's income by a mortgage lender pursuant to H4H or, if 
allowed by thc FHFA, another 1nortga.g~ refinancing program, however, may not bc 
colnpm~ble to the FHLBNI~cs' income calculation. The requirement that the FHLBanks 
count overtime in determining; a houseliolct's income nlns counter to FHA and most other 
lender iiucorne calculation standards, Therefore, a homeowner might qua1 i fy for 
mortgage refinancing pursuant to M4I-I or ailother lnortgage refinan~ing prugmm, based 
on the lender's income calculation, but not qualiiy for AI-IP subsidy, basecl on an 
FHEBank'a income calculation. We suggest that i t  woiild be prude111 lo allow FHLBanks 
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to rely on the income and other relevant calc~~lations (such as debt-to-income) d.one by 
lenders under H4B and other inortgagc refinancing programs, and not require the 
FHLBauks to recalculate the income or dcbt ratios of applicants, so long as under the 
lender's calculation mcthocl the household's income is at or below 80% of the area 
mec1ia.n income. 

3. AHP Complinnce 

Under I14H, the hoineowner i n ~ ~ s t  male the first mortgage payncnt due under an 1-14qI-1 
refinanced mortgage before the FHA will issuc il~surance for the mortgage. Thus, it i s  
possible for a homeowner to bc conditionally approved for an H4H refinanced morlgagc, 
apply for and rcccivc AI-IP subsidy, miss the fil-st ~nortgage paymcnt and, therefore, no 
longer qualify for the k14H refinai~ced mortgage. Tl~c FHLB of Dallas i s  concerned that 
this could cause a mmpl ancc issuc for the FIiLBanks, The FHLB of Dallas respectfully 
requests that Ihc FHFA larify that as long ay tlle FHLBank madc the grant to a 
homeawner under the t e ~  s ofthe H4H program, that the FHLt3al11c wilJ n01 be deemed 

H4H. 

L 
out or compliance by t l~c FMFA if the loall is not ultimtitely acceplcd by FI-IA under 

1 thank you again :for the opportvnity to comment on the proposed AHP amendments. 
We look forward to assisting our members in finding new solutions to the mortgage 
forcclosurc crisis. 

If you havc questions, please contact me. 

Sincerely, , 

& r H Y  J. Hettrick 
Director of Coinlnunity Illvestlnent 
Federal Home Loan ~ k k  of Dallas 
(2 14) 44 1-8844 

Page 3 of 3 

millerc
Text Box
Comment #36




