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NeighborWorks® America

» Creates opportunities for people to live in affordable
homes, improve their lives and strengthen their
communities

» Congressionally chartered with statutory board:
Board of Governors for the Federal Reserve
Office of Thrift Supervision
National Credit Union Administration
US Dept of Housing & Urban Development
Office of the Comptroller of the Currency
FDIC
* Provides financial support, technical assistance, and

training for community development efforts around
country

NeighborWorks America has been in the housing and community development
business for 30 years. We were established by Congress in 1978 and together,
with national and local partners, we create new opportunities for residents while
improving their communities.

Our Board of Directors represents the financial industry regulatory agencies
(Federal Reserve, OTS, NCUA, HUD, OCC, and FDIC) and members are
appointed by the Presidential Administration.



The NeighborWorks® Network

» 232 independent housing and community
development nonprofit organizations

= All 50 states, Puerto Rico and D.C.

» Resident engagement; locally tailored
solutions

= $12.25 billion invested in America’s
communities

= 111,000 families have become homeowners

= 638,000 families have been counseled about
the home buying process

NeighborWorks operates through a network of locally-based nonprofit
organizations. Today the NeighborWorks® network consists of over 230
local organizations working in more than 4,500 urban, suburban and rural
communities. These organizations build and rehabilitate safe affordable
housing, provide homeownership and financial fitness counseling, and
spur economic growth in all 50 states.

Since 1993, NeighborWorks America has had a major programmatic
focus on promoting homeownership. Homeownership is an effective way
to build wealth among low-income families and serves as a major
stabilizing force in our communities. However, NeighborWorks believes
that families must be properly prepared for the responsibilities of
homeownership.



NeighborWorks®
Center for Foreclosure Solutions

» Began as pilot in 2005

* Now the nation’s leading nonprofit
foreclosure mitigation program

* Training for foreclosure counselors
= Public outreach, educational, and

awareness campaigns

» Sustainable programs in cities and states
with high foreclosure rates

= Post-foreclosure and % B
neighborhood | —

_ Calltoday. 1-888-995-HOPE
LR

stabilization solutions

In 2005, we turned our homeownership expertise to the growing number of
mortgage loan borrowers facing foreclosure. Today the NeighborWorks®
network is recognized as the leading provider of face-to-face foreclosure
intervention counseling.

Among other things we focus on providing:

Arraining to build the number and skill sets of foreclosure counselors around the
country

Aoublic outreach to delinquent borrowers so that they can make educated and
well-informed decisions

Annovative programs that can be locally customized i working with local
leaders to create scalable-solutions

An new and growing focus on post-foreclosure and neighborhood stabilization
solutions



Foreclosure Outlook

* 1 out of 5 sub-prime loans issued during
2005-2006 projected to fail (Center for
Responsible Lending)

43% of loans originated in 2006 will result in

foreclosure (Fitch)

= 2.6 million homes will be lost in 2008-2009
(CRL)

= 1 in 483 households received a foreclosure
filing in May (RealtyTrac)

AVebve all seen-wtehase statihet misgdst of a
not getting better

Ane know that homeownership=stable communities; what happens when we
lose homeownership at an alarming rate?

A egislators and nonprofit organizations have focused on how these statistics
affect homeowners and their families, and how to intervene to prevent
foreclosures from happening.

Adowever it is only very recently that we have begun to think about how these
numbers affect our neighborhoods and communities, and the people that do pay
their mortgages are being harmed.



Foreclosure Outlook

Figure 1.7. Monthly Mortgage Rate Resets
(First reset in billions of U.S. dollars)
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Source: Credit Suisse.

Mire warning or message of hope? There is still time to intervene to protect
communities from the negative effects of foreclosed properties

Arhe sub-prime crisis will peak in late 2008 - early 2009; in some states
foreclosure process can take as long as 18 months, so REO crisis should peak
late 2009 - early 2010 = there is still time to act

Asecond wave of the foreclosure crisis - option ARMs and At-A loans will peak
late 2010- early 2011, these foreclosures will bring on another wave of REO with
very different characteristics that we need to prepare for now



Effects of Foreclosure

* Nearly 8.5 million homeowners had negative
or no equity in their homes at end of March
(Moody’s)

— Estimated to increase to 12.2 million or almost 1
out of 4 homeowners by end of June

= For first time in 40 years, homes in United

States are on average worth less today than
they were just the year before

= More than $736 billion in housing wealth has
already been lost

= More than $1.14 trillion will be lost by end of
2008 and another $748 billion in 2009 (The
Joint Economic Committee)

ARepresents more than 16% of all homeowners with mortgages
Ay the end of 2007, 31% of all sub-prime loans had negative equity
553% in 2008; up to 63% by 2009

ASub-prime borrowers with negative equity are more likely to default and less
likely to be cured (Credit Suisse)

Rise in walk away phenomenon and feeling of helplessness; owners have no
investment in their homes

Adomeownership is a primary driver of stable communities; this lack of
investment is very damaging to community stability



Financial Impact

0.9 -1.44% loss in value for each
home within 1/8 mile of foreclosed
home (Immergluck)

—44.5 million homes will lose value
because they are near a subprime
foreclosure (CRL)

—$223 Billion loss in neiqhborhood

wealth and $4.5 Billion
local tax revenue (CRL)

ostin

A-oreclosure affects the entire community
A.44% loss in low-to-moderate income communities

Mhiladelphia - a single abandoned house on a block reduce the value of
nearby properties by 15%; homes located within 150 feet lost an average
of $7,627 in value (Temple University)

ACenter for Responsible Lending estimates having a foreclosed property
in a neighborhood decreases home values by an average of $5000



Cleveland, OH: An Example

Foreclosure Filings
By City/Neighborhood

Cuyahoga County, OH
(January 1, 2006 - October 15, 2006)

Al in 10 owner-occupied properties filed for foreclosure in 2007

ANearly 90% of properties foreclosed during the first half of 2007 had not been
resold after 6 months

ABetween 2005 and 2007 the median home value declined by 48% (Brookings)
ANote the concentration of foreclosure closely follows racial lines

ACertain vulnerable segments of the population are being hit the hardest,
including lower-income families, seniors and single parents (National League of
Cities)



Community Impact

» Loss of property value
= |ncreased crime, vandalism and fire

* Increased strain on municipal services
coupled with declining tax base

* Increasing homeless population

» Negative effects on children

» Environmental hazards

= |_oss of local businesses and services
* Increasing unemployment

» Abandoned pets

ABroken Windows theory: sends a signal to criminals that no one cares about the neighborhood and no one is
watching (Kelling and Wilson)

KCrime

Adustin, TX study - crime rates were twice as high on blocks with abandoned buildings; also found that
41% of abandoned buildings could be entered without the use of force; 83% showed evidence of illegal
use by prostitutes, drug dealers, and property criminals

ACopper and fixture theft, increasing rates of arson
Avunicipal services:

Kolice, fire, code enforcement, inspections, property maintenance, court costs
Adomelessness:

KCities are seeing increases in the need for temporary assistance (National League of Cities)

Astate homeless coalitions report an increase in homelessness since the foreclosure crisis began
(National Coalition for the Homeless)

ARecord rental prices and tougher credit requirements for renters due to competition created by
increases in renter households (Joint Center for Housing Studies)

Aeffects on children:
AL.95 children will lose their homes
A0% increase in homeless children in Cleveland school district (First Focus)
Anterruptions in education, negative behavioral and health effects
Anvironmental hazards:
AMold from water damage
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Moest infestation
Adealth risks from empty swimming pools
A14,000 small businesses will close in 2008 (Social Compact)
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Real Estate Owned (REO)

» In 2007, 4 out of every 1,000 homes in the
U.S. became REO

» REO properties are particularly concentrated in
inner city communities — 9.2 REO per square
mile (ICIC)

= REO issues:

Insufficient market demand
Rapid declines in value
Fiduciary responsibilities
Valuation questions

— Holding costs

— Title problems

KOnce a property has been foreclosed, ownership reverts to the lender or investor. In the process,
any tenants are evicted (often with little notice) and the property is left vacant

Anventory of foreclosed homes more than doubled since last year (American Bankers Association)
Assues:
Ansufficient market demand:

A11.2 month supply of housing inventory, up 31.8% from a year ago; highest in 23 years (NAR)

ANearly 50% of homes sold in California are foreclosures (Standard & Poor); nationwide 1 in 4
home sales between January and March was a distressed sale (First American
CorelLogic/ Moodybés Economy)

Aiduciary responsibilities:

Aor loans not held in portfolio, servicer has a fiduciary responsibility to return maximum value
to the investor

Avaluation questions:

Avaluation is complicated because of rapidly changing marketplace, servicers not
understanding local markets, drive-by BPOs, use of retail comparables, rehabilitation costs

Aolding costs:
AREO properties are expensive to secure and maintain
Aritle issues:
AMlax liens, judgments, fAshort searches?®d

A stimated cost of a foreclosure is $50,000, estimated that lenders lose 40-60% of the value of a
property-i n cities with | ow property values, the s



foreclose, leaving the property in legal limbo
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National Responses

» Congressional legislation to stabilize
communities

— H.R. 3221: Foreclosure Prevention Act of 2008

* $4 billion in CDBG funds (grants) to entitlement
jurisdictions to purchase and rehab properties

* Proposed tax credit of up to $7,000 for
homeowners buying foreclosed properties

— H.R. 5818: Neighborhood Stabilization Act of 2008 | _

» Authorizes HUD to make grants and loans to
states for the purchase and rehab of foreclosed
properties

« $15 billion, half grants/half loans

Ad.R. 3221 - better known as FHA Modernization Act - Shelby and Dodd bill
Aeing debated in Senate this week
Arhreats to remove neighborhood stabilization funding

A4.R. 5818 - Waters bill
APassed House in May
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Astate and local governments are just beginning to turn their attention to the effects
of foreclosure, after beefing up their foreclosure prevention and counseling
programs

Muffalo, NY and Cleveland, OH are using very aggressive housing courts to
force servicers to maintain properties

ACounties like Genesee County in Ml (Flint) are using land-bank authority to
acquire vacant properties for resale or demolition, holding land for future use
or turning it into side-lots or green space

Mlaces like Dearborn, Ml and the state of New York are establishing funds to
acquire and rehab or demolish vacant properties

AKCleveland, Baltimore, Buffalo, and Minneapolis have filed suit against lenders to
recoup costs of maintaining vacant REO properties and lost property tax revenue;
alleging violations of public nuisance laws and property maintenance codes, Fair
Housing violations, and consumer fraud

An recent suit in California challenges legalities of selling REO properties at auction,
citing deceptive advertising practices and violating RESPA by requiring the use of
certain settlement providers
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