UNITED STATES DEPARTMENT OF THE TREASURY
SECTION 105(a) TROUBLED ASSETS RELIEF PROGRAM
REPORT TO CONGRESS
FOR THE PERIOD
MAY 1,2009 TO MAY 31, 2009

I. OVERVIEW

During the reporting period of May 1 to May 31, 2009, the Department of the Treasury (Treasury)
continued to implement and develop programs under the Troubled Assets Relief Program
(TARP) and the Financial Stability Plan (FSP), pursuant to the goals of the Emergency Economic
Stabilization Act of 2008 (EESA). Treasury’s comprehensive approach to restoring stability to
the financial system includes actions to promote the availability of credit to consumers and small
businesses, reduce preventable foreclosures, stabilize systemically important financial institutions,
and promote the transparency of programs under the TARP. Given the critical role financial
institutions and markets play in the U.S. economy, financial stability is a necessary precondition
to the resumption of economic growth. Specifically, during this reporting period, Treasury took
the following steps toward promoting financial stability:

e Auto Industry Financing Program (AIFP) — Treasury undertook a series of transactions
through the AIFP in May. On May 1, 2009, Treasury and the Canadian government
jointly agreed to make a loan to Chrysler LLC (Chrysler) in its capacity as debtor-in-
possession (DIP) in its bankruptcy case. On May 20, 2009, Treasury increased its loan
commitment in the DIP credit agreement for Chrysler. On May 21, 2009, Treasury
invested in GMAC LLC (GMAC) to support GMAC'’s ability to originate new loans to
Chrysler dealers and consumers and help address GMAC’s capital needs as identified
through the Supervisory Capital Assessment Program (SCAP). On May 27, 2009,
Treasury committed to invest in New CarCo Acquisition LLC, the company that will
purchase Chrysler’s assets. On May 29, 2009, Treasury exchanged its $884 million loan
to General Motors (GM) for a portion of GM’s common equity interest in GMAC.
Treasury also funded to GM approximately $361 million on May 27, 2009, which will
provide government-funded protection for automobile warranties issued by GM to the
extent that, during the restructuring process, GM is unable to honor its warranty
commitments.

e Capital Purchase Program (CPP) — Treasury continued to purchase senior preferred
stock and subordinated debentures from financial institutions through the CPP in May,
with the goal of injecting capital into healthy banks. In addition, Treasury continued to
receive dividend payments from institutions participating in the CPP. On May 13, 2009,
Treasury announced the re-opening of the CPP with new terms aimed at encouraging
participation by small community banks that are qualified financial institutions (QFIs) as
defined under any published term sheet. On May 14, 2009, Treasury notified a number
of insurance companies that they had received preliminary approval to participate in the
CPP.




e Making Home Affordable Program — Additional servicers executed Servicer
Participation Agreements under the Home Affordable Modification Program in May. On
May 14, 2009, Treasury announced further details on the Making Home Affordable
Program.

Treasury continues to implement the TARP with a high degree of transparency and accountability.
On May 15, 2009, Treasury published the third Monthly Lending Intermediation Survey and
Snapshot, providing information from Treasury’s monthly survey of lending and intermediation
activities of the top 21 recipients of government investment through the CPP in March 2009.
Survey results illustrated that outstanding loan balances dropped one percent in March, as many
institutions indicated that borrowers paid down outstanding debt. Despite the declines in loans
held on banks’ balance sheets, originations of new loans accelerated. All banks reported an
increase in total new lending of 27 percent from February to March (approximately $63 billion).
Lending rose across all types of loans. Two factors contributed to the increased volume in
originations. One, there were three additional business days in the March survey period (22
days) versus the February period (19 days). Two, loan volume typically rises at quarter end, a
normal seasonal demand pattern. The Monthly Survey and Snapshot are available at:
http://www .financialstability.gov/impact/surveys.htm.

Treasury also continued to coordinate closely with the federal banking regulators in
implementing key programs to stabilize the system. On May 7, 2009, the federal bank
supervisory agencies released the results of the supervisory capital assessment program (SCAP)
for the 19 largest U.S. bank holding companies. The SCAP (or stress tests) was a forward
looking capital assessment undertaken by the banking regulators to determine if banks had
sufficient capital buffers to weather a worse-than-expected economic scenario and continue
lending in that scenario. The stress test exercise was designed to complement Treasury’s Capital
Assistance Program (CAP), which makes capital available to financial institutions as a bridge to
private capital in the future.

II. REPORTING REQUIREMENTS

This is Treasury’s seventh Section 105(a) Troubled Assets Relief Program Report to Congress
(TARP Report) required by the EESA. Pursuant to EESA section 105(a), this TARP Report
provides the following regarding activities that occurred in May:

e Anoverview of actions taken by the Secretary, including the considerations required by
section 103 and the efforts under section 109.
e The actual obligation and expenditure of the funds provided for administrative expenses
by section 118.
e A detailed financial statement with respect to the exercise of authority, including:
o all agreements made or renewed;
o all insurance contracts entered into pursuant to section 102;
o all transactions occurring during the reporting period, including the types of parties
involved;
o the nature of the assets purchased;



all projected costs and liabilities;

operating expenses, including compensation for financial agents;
the valuation or pricing method used for each transaction; and

a description of the vehicles established to exercise such authority.
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III. PROGRAMS AND INITIATIVES

Automotive Industry Financing Program

On May 1, 2009, Treasury and the Canadian government jointly agreed to make a loan in the
total amount of $4.1 billion to Chrysler in its capacity as debtor-in-possession (DIP) in its
bankruptcy case. Treasury’s share of that loan is $3.04 billion. The terms of the loan are set
forth in a credit agreement executed on May 5, 2009. The bankruptcy court authorized interim
borrowing of up to $1.4 billion pending final approval of the loan. Treasury’s share of that
interim loan is $1.04 billion. The balance of the $4.1 billion was approved by the bankruptcy
court on May 20, 2009. Treasury’s commitment to lend constitutes the purchase of a debt
obligation under Section 101 of the EESA. Also on May 20, 2009, Treasury increased its loan
commitment in the DIP credit agreement by $757 million, bringing Treasury’s share of the
maximum amount available under the loan to a total of $3.8 billion.

On May 21, 2009, Treasury invested $7.5 billion in Mandatorily Convertible Preferred Interests
in GMAC to support GMAC’s ability to originate new loans to Chrysler dealers and consumers
and help address GMAC’s capital needs as identified through the Supervisory Capital
Assessment Program.

On May 27, 2009, Treasury committed to invest in New CarCo Acquisition LLC, the company
that will purchase Chrysler’s assets. Treasury executed a binding term sheet for a loan of up to
$7.943 billion, which consists of new debt obligations of approximately $6.9 billion, debt of
approximately $500 million to be transferred in connection with Treasury’s May 21, 2009
agreement with GMAC, and assumed debt of $500 million from Treasury’s January 2, 2009
credit agreement with Chrysler Holding LLC. The debt obligations will be secured by a first
priority lien on the assets of New CarCo Acquisition LLC (the new Chrysler). In addition,
Treasury will obtain other consideration, including an equity interest in New CarCo Acquisition
LLC and an additional note. The final amount spent out of our DIP commitment and the
resulting exit financing combined will be resolved when the 363 sales transaction closes, but is
expected to be about $8.1 billion.

Separately, Treasury also completed a transaction under the Warranty Commitment Program in
May. The Warranty Commitment Program, announced March 30, 2009, is a component of the
AIFP and provides government-funded protection for warranties issued by Chrysler and GM
during the restructuring process. The program covers warranties on new vehicles purchased
from Chrysler and GM dealers during the restructuring period, and applies if, during the
restructuring period, Chrysler and/or GM fail to honor the subject warranties on their vehicles.
On May 27, 2009, Treasury purchased debt obligations from GM of $360.62 million to capitalize
GM Warranty LLC, a special purpose vehicle created by GM to finance GM’s participation in
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the Warranty Commitment Program.

On May 29, 2009, Treasury exchanged its $884 million loan to GM for a portion of GM’s
common equity interest in GMAC, pursuant to Treasury’s January 2009 loan agreement with
GM. As aresult of the exchange, Treasury holds a 35.4 percent common equity interest in
GMAC.

In May, Treasury received $107.5 million in dividend and interest payments from participants in
the AIFP. As of May 31, 2009, Treasury had received a total of $359.7 million in interest and
dividend payments from participants in the AIFP since the inception of the program.

Details about the AIFP are available on Treasury’s website at:
http://www.financialstability.gov/roadtostability/autoprogram.html.

Capital Assistance Program

On February 25, 2009, Treasury announced the terms and conditions of the Capital Assistance
Program (CAP), a component of the Financial Stability Plan. The purpose of the CAP is to
restore confidence throughout the financial system that the nation’s largest banking institutions
have a sufficient capital cushion against larger than expected future losses should they occur due
to a more severe economic environment, and to support lending to creditworthy borrowers in that
scenario. Treasury has published a White Paper outlining the specific details of the program at:
http://www.financialstability.gov/latest/tg40.html.

One key component of the CAP was a forward looking Supervisory Capital Assessment Program
(SCAP) or stress test undertaken by the federal banking regulators to determine the capital needs
of banks in a worse-than-expected economic scenario. The SCAP was conducted on the 19
largest U.S. bank holding companies (BHCs). On May 7, 2009, the Federal Reserve and the
federal banking agencies released the results the SCAP, which are available at:
http://www.financialstability.gov/docs/SCAPresults.pdf.

In the context of the SCAP, any BHC needing to augment its capital buffer had until June 8,
2009 to develop a detailed capital plan, and until November 9, 2009 to implement that plan. In
light of the potential for new commitments under the CAP or exchanges of existing CPP
preferred stock, federal bank supervisors will consult with Treasury on the development and
evaluation of the capital plans. Treasury is making capital available under the CAP as a bridge
to private capital in the future. A BHC may apply for Mandatory Convertible Preferred (MCP)
in an amount up to two percent of risk-weighted assets (or higher on request). MCP can serve as
a source of contingent common capital for the firm, convertible to common equity when and if
needed to meet supervisory expectations regarding the amount and composition of capital.

Treasury will consider requests to exchange outstanding preferred shares sold under the CPP or
the Targeted Investment Program (TIP) for new mandatory convertible preferred issued under
the CAP. Treasury expects that any exchange of Treasury-issued preferred stock for MCP will
be accompanied or preceded by new capital raises or exchanges of private capital securities into
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common equity, thereby protecting the taxpayers’ interests. The MCP instrument is designed to
give banks the incentive to redeem or replace the government-provided capital with private
capital when feasible. Institutions that did not participate in the SCAP have the ability to access
the CAP in accordance with the previously released terms and conditions.

The term sheet for MCP is available on Treasury’s website at:
http://www.treas.gov/press/releases/reports/tg40_captermsheet.pdf.

Details about the CAP are available on Treasury’s website at:
http://www.financialstability.gov/roadtostability/capitalassistance.html.

Capital Purchase Program

Treasury established the Capital Purchase Program (CPP) in October 2008 to stabilize the
financial system by building the capital base of viable U.S. financial institutions, enabling them to
continue to lend to businesses and consumers during this unprecedented financial crisis and
economic downturn. Under the CPP, Treasury has purchased senior preferred shares from
qualifying U.S. controlled banks; savings associations; and certain bank, savings and loan,
and mutual holding companies. Treasury also has purchased subordinated debentures from
financial institutions that are Subchapter S corporations.

Between May 1 and May 31, 2009, Treasury purchased $392.7 million in senior preferred
stock and subordinated debentures from 48 financial institutions through the CPP. Since
establishing the CPP in October 2008 through May 31, 2009, Treasury has invested a total of
$199.4 billion in senior preferred shares and subordinated debentures in 613 financial
institutions in 48 states, the District of Columbia, and Puerto Rico. The nation’s federal banking
regulators are evaluating all CPP applications and continue to send qualifying applications to
Treasury for final approval.

Treasury receives dividend payments from its investments under the CPP and has received a total
of $4.50 billion in dividend payments since establishing the program. In May, Treasury received
$1.86 billion in dividend payments from institutions participating in the CPP.

In addition, Treasury receives payments in connection with the repayment by financial
institutions of Treasury’s investment through the CPP. During the month of May 2009, a total of
9 institutions redeemed Treasury’s investment. Through the repayment process, Treasury
received a total of $735.32 million, plus an additional $3.41 million in accrued and unpaid
dividends from the repurchase of senior preferred shares. Cumulatively, 20 institutions have
redeemed Treasury’s investments in senior preferred shares for a total of $1.77 billion, plus an
additional $11.83 million in accrued and unpaid dividends. Treasury will continue to consult
with federal banking regulators on requests from CPP participants interested in repaying
Treasury’s investment. Separately, Treasury is working closely with the federal banking
regulators on the requests for repayment by the CPP participants that were subject to the SCAP
and expects to receive a number of payments in June.



Under the redemption process, Treasury also receives payments associated with the exercise of
warrants associated with CPP investments. Specifically, as of May 27, 2009, Treasury received
$1.60 million, plus an additional $17,153 in accrued and unpaid dividends, in connection with
the repurchase of preferred shares associated with the exercise of warrants from three private
institutions, and $11.73 million from the repurchase of warrants from five public institutions.

.Treasury designed the CPP to include the broad range of financial institutions that comprise the
financial system and it has benefited every banking community in the country. The 613
institutions Treasury has funded under the CPP include small, community, regional, and national
banks, as well as Community Development Financial Institutions.

The application deadlines have passed for publicly-held institutions, eligible privately-held
financial institutions, Subchapter S corporations, mutual holding companies, and mutual banks. On
May 13, 2009, Treasury announced the re-opening of the CPP with new terms aimed at
encouraging participation by small community banks that are qualified financial institutions
(QFlIs) as defined under any published term sheet. The new program is for banks with less than
$500 million of total assets and the terms include the following: (i) Treasury has re-opened the
application window for all term sheets and established an application deadline of November 21,
2009; (ii) viable banks are eligible to apply for up to five percent of their risk-weighted assets
(RWA) and; (iii) the window to form a bank holding company for the purposes of the CPP was
re-opened with a deadline of November 21, 2009. For holding companies with more than one
bank, all bank assets will be aggregated and only holding companies with total assets of less than
$500 million are eligible.

Information on the terms of the expanded CPP window is available on Treasury’s website at:
http.//www.financialstability.gov/docs/CPP/F AQonCPPforsmallbanks.pdf.

On May 14, 2009, Treasury notified a number of insurance companies that they had received
preliminary approval to participate in the CPP. Insurance company pre-approvals do not
constitute a new program under the TARP. Rather, all pre-approved companies complied with
the requirements to participate in the CPP under existing term sheets, as they are organized as
bank or thrift holding companies and filed a CPP application within the initial application
window deadline. To process these applications, Treasury worked with the insurance and federal
banking regulators to develop a robust analytical framework to assess the particular
characteristics of insurance companies.

Details about the CPP are available on Treasury’s website at:
http.//www.financialstability.gov/impact/index.html.

Making Home Affordable Program

Making Home Affordable, a comprehensive program to stabilize the U.S. housing market, was
first announced by the Administration on February 18, 2009 as part of its Homeowner
Affordability and Stability Plan.



On May 14, 2009, Treasury announced additional details on the Making Home Affordable
Program, including:

e Home Price Decline Protection (HPDP) Incentives will provide lenders additional
incentives for modifications where home price declines have been most severe and
lenders fear these declines may persist. To encourage the modification of more
mortgages and enable more families to keep their homes, the Administration, building on
insights pioneered by FDIC Chairperson Bair and the FDIC, has developed an innovative
payment that provides compensation based on recent home price declines. Together the
incentive payments on all modified homes will help cover the incremental collateral loss
on those modifications that do not succeed. HPDP payments will be linked to the rate of
recent home price decline in a local housing market, as well as the average cost of a home
in that market.

o Foreclosure alternatives to provide incentives for servicers and borrowers to pursue short
sales and deeds-in-lieu (DIL) of foreclosure in cases where the borrower is generally
eligible for a MHA modification but does not qualify or is unable to complete the
process, which helps prevent costly foreclosures and minimizes the damage that
foreclosures impose on borrowers, financial institutions and communities. The new
provisions should simplify and streamline the process of pursuing short sales and DIL,
which will facilitate the ability of more servicers and borrowers to utilize the program.
The program provides a standard process flow, minimum performance timeframes, and
standard documentation, and it offers financial incentives to servicers and borrowers to
pursue these alternatives to foreclosure.

On May 20, 2009, President Obama signed into law the Helping Families Save Their Homes Act
of 2009, which made several important changes to the Hope for Homeowners Program (H4H)
and should permit the integration of H4H with the Making Home Affordable Program.

As of May 31, 2009, 15 servicers had executed Servicer Participation Agreements and more than
$15 billion (of a total potential allocation of $50 billion) had been allocated to implement the
program. Between loans serviced by the participants and loans owned or securitized by the
GSEs, more than 80 percent of all mortgage loans are now covered by the Making Home
Affordable Program.

The refinance application volumes and modifications underway are indicative of homeowners’
desire to take advantage of the Making Home Affordable Program. Since the launch of Making
Home Affordable on March 4, 2009, more than one million Americans have applied to refinance
their mortgages, due to historically low interest rates, including approximately 12,000 borrowers
who have refinanced under the Home Affordable Refinance Program (a component of Making
Home Affordable). In addition, approximately 122,000 Home Affordable Modification offers
have been extended to qualifying borrowers. And approximately 122,000 mortgage loans have
begun the trial modification period.

Details about Making Home Affordable are available on Treasury’s website at
7



http://www.makinghomeaffordable.gov and
http://www.financialstability.gov/roadtostability/homeowner.html.




IV. Certification

I am the official with delegated authority to approve purchases of troubled assets under the
Troubled Assets Relief Program. I certify to the Congress that each decision of the Office of
Financial Stability at the United States Department of the Treasury (the Office) to approve purchases
of troubled assets during this reporting period was based on the Office’s evaluation of the facts and
circumstances of each proposed investment, including recommendations from regulators,
in order to promote financial stability and the other purposes of the Emergency Economic
Stabilization Act of 2008.

Duane D. MolrsQe' ;

Chief Risk and Compliance Officer
Office of Financial Stability
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U.S. Treasury Department
Office of Financial Stability

Troubled Asset Relief Program
Insurance Contracts [Section 105(a)(3)(B)]

For Period Ending May 31, 2009

Name Amount

Citigroup $5,000,000,000

The subsidy rate for this insurance contract is determined
to be -0.25 percent. Per EESA section 102(c)(3),
premiums shall be set at a level necessary to meet
anticipated claims. To ensure that the guarantee remains
compliant with section 102(c)(3), the Master Agreement
provides for post-signing adjustments including additional
Citigroup preferred stock, a reduction of the covered asset
pool, and/or an increased Citigroup deductible (section 5.2
of the Master Agreement). Under this section of the
agreement, the subsidy rate will be reassessed once the
loan pools are finalized and details are provided to
Treasury (changes in the composition of assets are
expected). Citigroup must either transfer more preferred
stock or absorb more in first losses (it is unlikely the size of
the asset pool would be reduced), if it is found that the
risks of the assets in the loan pool exceed those estimated
today and would not meet the requirements of EESA
section 102(c)(3). This “true-up” would occur over the next
4 months.



U.S. Treasury Department
Office of Financial Stability

Troubled Asset Relief Program
Projected Costs and Liabilities [Section 105(a)(3)(E)]

For Period Ending May 31, 2009

Type of Expense/Liability Amount

None

Note: Treasury interprets this reporting requirement as
applicable to costs and liabilities related to insurance contracts
entered into under the provisions of section 102 of the EESA;
and the single insurance contract with Citigroup is structured
such that no costs are anticipated, i.e. the currently
anticipated cash inflows of the contract slightly exceed
anticipated cash outflows.



U.S. Treasury Department
Office of Financial Stability

Troubled Asset Relief Program
Programmatic Operating Expenses [Section 105(a)(3)(F)]

For Period Ending May 31, 2009

Type of Expense Amount

Compensation for financial agents
and legal firms $40,990,288



U.S. Treasury Department
Office of Financial Stability

Troubled Asset Relief Program
Description of Vehicles Established [Section 105(a)(3)(H)]

For Period Ending May 31, 2009

Date Vehicle Description

None
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