NAR Info Pack
Federal Political Coordinators
2011 Congressional Summer Recess

As 2011 Federal Political Coordinators you are NAR’s front line of defense against poor public policy
decisions affecting the real estate business. During the current “Congressional Work Period” your Members of
Congtress and Senators will be back home to listen to the concerns of their constituents. This information pack
is designed to help you remind your Member of Congress or Senator about the critical issues facing the real
estate economy and what needs to be done when Congress returns to Washington, DC after Labor Day. You
are not required to set up a specific appointment to deliver this message. If you have a meeting already
scheduled you can use these materials to prepare.

With the exception of this top sheet all the materials can be left with your Member of Congress, Senator or a
key staff contact. If you have any questions about the issues involved please contact your NAR Political
Representative listed below.

Scott Reiter

Managing Director, RPAC & Political Programs
202-383-1072

sreiter(@realtors.org

Delaware, Maryland

Chris Gosselin

NAR Political Representative

202-383-7516

cgosselin(@realtors.org

Alaska, American Samoa, California, Connecticut, Guam, Hawaii, Maine, Massachusetts, Nevada, New
Hampshire, North Mariana Islands, Rhode Island, Vermont

Karl Eckhart

NAR Political Representative

202-383-1086

keckhart@realtors.or

Florida, Idaho, Iowa, Montana, New Jersey, New York, North Dakota, Oregon, South Dakota, Washington,
Wyoming

Kelly Smith

NAR Political Representative

202-383-1073

ksmith@realtors.or:

Alabama, Arizona, Georgia, Mississippi, North Carolina, Oklahoma, Puerto Rico, South Carolina, Tennessee,
Texas, Virgin Islands

Lindsay Shuba

NAR Political Representative

202-383-1268

Ishuba@realtors.org

Indiana, Michigan, Minnesota, New Mexico, Ohio, Pennsylvania, Utah, Wisconsin

Shannon Burke

NAR Political Representative

202-383-1009

sburke@realtors.org

Arkansas, Colorado, District of Columbia, Illinois, Kansas, Kentucky, Louisiana, Missouri, Nebraska, Virginia,
West Virginia
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NAR Issue Brief
Mortgage Interest Deduction
2011 Congressional Summer Recess

First, Do No Harm
e Raising taxes on homeowners would further stall economic recovery.
e Housing is not recovering at the rate it should be.
e DPrices remain unstable, and inventories of homes for sale continue to grow in many areas.
e The housing market remains far too fragile to sustain any tax increases.
e Any limitation on the mortgage interest deduction is a tax increase on America’s homeowners.

e Congress must DO NO HARM to housing.

Just the Talk of Eliminating Home Deductions is Spooking Buyers and Sellers

Homeowners and prospective buyers do not distinguish among Congtressional proposals. They just hear in the
news “Congress may eliminate home mortgage deductions” and set aside their plans to purchase, even when they
are otherwise qualified to buy a home. That angst among buyers and sellers continues to have a chilling effect on
the market.

Eliminating the Second Home Deduction will Hurt Communities and Destroy Jobs

Eliminating or curtailing mortgage interest deductions will do great economic harm to communities, not just the
owners and purchasers. Eliminating the deduction for second homes, for example, would hurt housing values in
areas with high second home concentration. An equally great or even greater harm would come to businesses that
rely on tourism and seasonal residents as their customers. An increase in taxes on second homeowners would
mean a further loss of jobs and reduction of economic activity in areas where second homes are concentrated.

Not Every Second Home is a Palace
e The median price of a second home in 2010 was $150,000.
e The median price of a second home in 2004 was $190,000 — a decline of 11.2%.
e The median price for a principal residence in 2010 was $176,700
e The median price for a principal residence in 2007(the top of the market) was $199,500.

Reducing the Mortgage Interest Deduction Would Have a Very Uneven Geographic Distribution

Cutting the amount of mortgage debt that is eligible for a mortgage interest deduction would be an immediate tax
increase on homeowners everywhere, but in high cost housing markets such as California, New York, and
Northern Virginia such a tax increase would be especially devastating. In many of these high cost housing markets
$500,000 is 2 modest middle class house or condo.

Any changes to the tax code should be done in public as part of comprehensive reform, not by 12
Members of Congress behind closed doors.

Targeting certain parts of the tax code without addressing comprehensive tax reform is just another band-aide on
our fiscal problems. Tax reform without a full open process involving all our representatives is un-democratic.

NATIONAL
ASSOCIATION of

500 New Jersey Avenue, NW « Washington, DC 20001-2020 « 800.874.6500 * www.REALTOR.org REALTOR REALTORS



NAR Issue Brief
FHA and GSE Loan Limits
2011 Congressional Summer Recess

Legislation has been introduced in the House to make the current FHA and GSE loan limit formula permanent.
H.R. 1754, the "Preserving Equal Access to Mortgage Finance Programs Act", is sponsored by Reps. Gary Miller
(R-CA) and Brad Sherman (D-CA). In the United States Senate, Senators Robert Menendez (D-NJ), Dianne
Feinstein (D-CA) and Johnny Isakson (R-GA) have introduced S. 1508 to extend the current loan limits. With
housing markets remaining fragile, they cannot handle a mortgage disruption like lowering the loan limits.

Mortgage Loan Limits Will Drop without Congressional Action: The current loan limit formula is set to
expire on September 30, 2011. Unless Congress acts, the FHA and GSE formula will drop to 115% of local area
median home price with a cap of $625,500 from the current limit of 125%, with a cap of $729,750.

Decreasing the Limits Impacts Nearly Every State — NOT JUST HIGH COST AREAS: FHFA and FHA
have published the new limits; more than 669 counties in 42 states and the territories would be negatively impacted
by the loan limit formula and cap change. The average decline in loan limits would be more than $68,000. Only 8
states will see no decline (AR, IA, KS, MS, NE, ND, SD, & OK). Every other state will see a drop in loan limits. '

The Number of Families Impacted Will Be High: On October 1st, 2011, some 5 million homes — roughly
27% of all owner-occupied homes in the United States - will become ineligible for mortgage financing, since there
is little to no private mortgage financing available. Moreover, 59% of all owner-occupied housing will be ineligible
for affordable FHA financing.” If families can’t sell their homes and others cannot buy, the inventory of homes for
sale will grow, further reducing housing values nationwide.

Housing Markets are Rebounding, but the Recovery will be slowed: With tight underwriting already
constraining mortgage availability, lowering the FHA /Fannie/Freddie loan limits will only further restrict liquidity.
Even with the current higher limits, borrowers are finding it more and more difficult to obtain affordable mortgage
financing. Making the current limits permanent at levels appropriate for all parts of the country will provide
homeowners and homebuyers with safe, affordable financing and help stabilize local housing markets.

I’s a Matter of Fairness: Retaining the current loan limits will allow homebuyers in higher cost areas to have
access to affordable mortgage financing and share the same opportunity to achieve homeownership that borrowers
in other regions of the country enjoy.

Congress Cannot Wait: Although the limits don’t expire until September 30, 2011, action cannot wait. It takes
FHA and the GSEs several months to reset their underwriting systems to accept any changes in loan limits. The
result will be to unnecessarily force homebuyers and those looking to refinance into less affordable mortgage
products.

'Based on the FY12 limits published by FHFA and FHA
2According to data compiled by the National Association of Home Builders, “GSE and FHA Loan Limit Changes for 2011: Scope of
impact”
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NAR Issue Brief
National Flood Insurance Program
2011 Congressional Summer Recess

Without reauthorization, the National Flood Insurance Program (NFIP) will expire on September 30%, 2011.
This is the tenth time in only three years that this critical program is again on the verge of a lapse. NAR urges
Congtress to reauthorize NFIP long-term to ensure access to affordable flood insurance.

Legislative History
This year, the House has approved two NFIP reauthorization bills, including:
e A 5-Year Reform Bill HR. 1309 (Biggert, R-IL; Waters, D-CA) which would put the program back on a
path toward fiscal stability; and

e A 1-Year Extension as part of the FY2012 Homeland Security Appropriations Bill, H.R. 2017.
The Senate has postponed a markup of its version of the 5-year NFIP reform bill, a discussion draft.

Issue Background

Millions of American Taxpayers Rely on the NFIP for Flood Protection. Floods claimed more lives and
property than any other natural disaster in the United States over the last century. Unable to ignore the rising cost
to taxpayers of post-disaster payments for uninsured properties or the lack of a private market for flood
insurance, Congtress created the NFIP in 1968. Today, 5.6 million property owners rely on the program in 21,000
communities where flood insurance is required for federally related mortgages.

Stopgap Extensions and Shutdowns Have Exacerbated Market Uncertainty. Since September 2008,
Congress has approved nine NFIP extensions and allowed five lapses. During the June 2010 lapse, 47,000 home
sales were delayed or cancelled according to NAR survey data. Real estate markets require certainty to make the
long-term investments that are vital to the U.S. economic recovery.

Private Markets Will Not Guarantee Access to Affordable Flood Insurance. The four large insurers that
write virtually all the private flood insurance today do so only for “high net worth” owners and high-value
property at an average price twice the NFIP’s. Reinsurance would not address the fundamental market failure,
which would force private insurers to set rates that no one but the wealthiest could afford while attempting to
cover NFIP’s 5.6 million policies.

Reauthorizing the NFIP Saves Taxpayers Both Money and Property. Historically, NFIP has collected
enough revenue to cover its cost or pay back a short-term loan from the U.S. Treasury with interest. Even with
the 2005 loan balance currently at $18 billion, reauthorization would not add to the federal budget deficit
according to the Congressional Budget Office. However, the program’s requirements have already averted $16
billion in losses by strengthening millions of properties against floods. Without NFIP, there would be more
uninsured and unmitigated properties, taxpayers would still be “on the hook” for disaster assistance to these
properties, and there would be no premiums to pay down any remaining loan balance or collect interest.

Floods Are a National Problem Requiring a National Solution. From 1990 to 2005, flood disasters were
declared in every state — along rivers and lakes, behind levees and dams, anywhere snow melted or rain fell. In
June 2011, they were declared in Iowa, Kansas, Indiana, Nebraska, Montana, Vermont, New York, Alaska Illinois
and Oklahoma. More than 98% of NFIP policies were issued in non-coastal communities. Historic claims data
shows the top three states contributing the most net revenue to NFIP coffers were on the Gulf; the top three
with the most NFIP net loss years were in the Midwest.
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