Congress of the UAnited States
Washington, DE 20515

May 9, 2008
The Honorable Barney Frank The Honorable Spencer Bachus
Chairman Ranking Member
House Committee on Financial Services House Committee on Financial Services
2129 Rayburn House Office Building B-371A Rayburn House Office Building
Washington, D.C. 20515 Washington, D.C. 20515

Dear Chairman Frank and Ranking Member Bachus,

As members of the Congressional Hispanic Caucus, we are writing to express our
concerns about language in the Senate-passed housing package legislation that would threaten
the ability of our nation’s minority, low-income, and working families, to become homeowners.
At a time when our nation is facing a housing crisis, it is contradictory for Congress to
exacerbate the challenges faced by these families by removing additional assistance that allows
them to become homeowners through the safety of FHA-insured mortgage products.

The Senate housing package proposal, S.2636, the Housing Foreclosure Prevention Act
of 2008, provides many good solutions to address the housing crisis. However, we want to call
your attention to a troublesome provision that would negatively impact many Hispanic
homebuyers. In particular, Section 113 contains a provision that would eliminate downpayment
assistance gifts from non-profit seller-funded downpayment assistance providers (DPA) for those
borrowers who would otherwise qualify for an FHA-insured loan. DPAs are a crucial alternative
for minority, low-income, and working families with limited access to capital. These programs
aid borrowers who have sufficient credit to qualify for government-backed loans but have
insufficient capital to meet the three percent downpayment requirement for an FHA loan. DPAs
bridge the gap by providing this downpayment as a gift to the buyer, helping those who
otherwise could not become homebuyers.

While continuing to allow other downpayment gift sources to be provided to FHA
borrowers, such as money gifted by family members, employers, other charities, and the
government, the Senate provision needlessly singles out a valuable opportunity for FHA
qualified low- to moderate-income families to secure safe, affordable and predictable home
financing without using taxpayer dollars. These DPA programs, operated by non-profits in
accordance with current law and HUD guidelines, have helped more than one million working
families buy their own homes over the past decade. More than thirty percent of these borrowers
are minorities and eighty percent are first time homebuyers. GAO has reported that 94 percent of
these homeowners have met their mortgage responsibilities without undue difficulty.

Furthermore, it is important to remember the purpose of the FHA, which is to open
homeownership opportunities to underserved groups. The path the Senate bill is following will
only increase economic disparities in our country and will eliminate the FHA program as a safe
financing option for many Hispanic families seeking homeownership. Sole reliance on federal
housing programs to increase Hispanic homeownership is unrealistic; private sector solutions,
such as non-profit downpayment assistance, have been proven to help fill this void.
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As you go to Conference with the Senate on this legislation, we encourage you to strike
Section 113 of the Foreclosure Prevention Act of 2008, which seeks to ban DPA, and instead
provide better regulation for DPA entities, as is done in the House-passed FHA Modernization
Legislation (H.R. 1852). '

Sincerely,
L]
%e gaca / Albio S#fCs
Chair Economic Development Taskforce Chair
Congressional Hispanic Caucus Congressional Hispanic Caucus

CC: The Honorable Chris Dodd, Chairman, Senate Banking, Housing, and Urban Affairs
Committee
The Honorable Richard Shelby, Ranking Member, Senate Banking, Housing, and Urban
Affairs Committee



