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WASHINGTON - House Republicans are moving ahead with a multipronged effort to start
phasing out mortgage companies Fannie Mae (FNMA) and Freddie Mac (FMCC) amid criticism
from Democrats and signs of dissent in the GOP ranks.

  

A House subcommittee Tuesday considered eight Republican bills that would try to reduce
Fannie and Freddie's outsize role in the housing market and slash pay for top executives. After
about six hours of debate, lawmakers decided to hold a vote on the bills Wednesday morning.

  

The two giant mortgage buyers have been under federal control since they nearly failed in
September 2008, a rescue that has cost taxpayers $134 billion to date.

  

The GOP lawmakers are pursuing a piecemeal effort -- which may ultimately include 24
separate bills -- even as they advance a separate bill that would enact a comprehensive,
speedy wind-down of the mortgage-finance giants.

  

That bill, introduced last month by Rep. Jeb Hensarling (R., Texas), would down Fannie and
Freddie over five years. Sens. John McCain (R., Ariz.) and Orrin Hatch (R., Utah) have
introduced that legislation in the Senate.

  

Democrats, however, called the dual strategy confusing. They warned that Republican moves
would disrupt the housing market, citing letters from numerous housing lobbying groups urging
lawmakers to proceed more slowly.

  

"What is this committee doing?" asked Rep. Barney Frank (D., Mass.), the top Democrat on the
financial services panel. "Let's stop for a minute and figure out which path we are going to take."
Rep. Maxine Waters (D., Calif.), called the Republican strategy "an attempt to make the public
believe that we're moving" to tackle Fannie and Freddie, without actually doing so.

  

Republicans, however, characterized the two efforts as complimentary. They noted that there
are several parts of the eight-bill packages that appear to have the support of both parties.
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Rep. Spencer Bachus (R., Ala.) noted that some of the Republican bills mirror many
recommendations offered by the Obama administration earlier in the year.

  

"We have taken the administration's suggestions," Bachus said. "I guess we're going to be
criticized no matter what we do, but we're moving forward."

  

Nevertheless, a comprehensive bill to wind down Fannie and Freddie could also struggle to find
support, even among some House Republicans who are worried about the state of the housing
market in their areas.

  

Rep. John Campbell, (R., Calif.) said he opposes such an approach because it eliminates
most of the existing federal supports for the housing market, which is still mired in a
severe bust.

  

"The housing market is an enormous part of the economy," Campbell said in an
interview. "There has to be some government involvement to provide some stability."

  

The eight GOP proposals being considered by the House subcommittee would increase fees
Fannie and Freddie charge to lenders, slice the companies' combined $1.5 trillion mortgage
portfolios to $500 billion over five years and put their employees on a government pay scale.

  

The size of executive pay packages at Fannie and Freddie has been a flashpoint over the past
two years. Last week, a federal watchdog criticized federal regulators' oversight of executive
pay packages at the two companies. Six executives at the mortgage giants earned $35 million
in the last two years, according to the report from the inspector general of the Federal Housing
Finance Agency, which regulates the mortgage giants.

  

The report criticized the government for failing to independently verify whether the companies
had adequately met performance-related compensation targets.
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But Edward DeMarco, the acting director of the FHFA, has warned that the "disruptiveness" of
such a change could make it harder for the government to recover the value of its investments
in the companies.

  

Republican bills being considered Tuesday also would eliminate the companies' goals for
affordable housing loans and give more authority to the inspector general for the FHFA.

  

Other Republican bills would bar the companies from engaging in any new business and require
Fannie and Freddie to get Treasury Department approval for issuing debt.

  

Another would require Fannie and Freddie to comply with new rules requiring issuers of
mortgage backed-securities to retain 5% of the credit risk for mortgage if it is packaged into a
security.

  

In February the Obama administration called for eventually phasing out the mortgage giants,
releasing a "white paper" that contained some elements of the GOP proposals. It provided three
options for what might take their place, each with varying levels of government involvement.

  

Read more: http://www.foxbusiness.com/industries/2011/04/05/republicans-advancing-bills-fan
nie-freddie/#ixzz1JVkaC77K
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