Congregs of the United States

TWaghington, BC 20515

January 29, 2010

The Honorable Timothy F. Geithner
Secretary

U.S. Department of the Treasury

1500 Pennsylvania Avenue, NW, Room 3330
Washington, DC 20220

The Honorable Ben S. Bernanke

Chairman

Board of Governors of the Federal Reserve System
20th Street and Constitution Avenue, NW, Room 2046
Washington, DC 20551

Dear Secretary Geithner and Chairman Bernanke:

As you know, the financial crisis continues to have a dampening effect throughout the
credit markets. The commercial real estate (CRE) market, in particular, continues to experience
difficult credit accessibility conditions. Moreover, the scarcity of credit in the $6.7 trillion CRE
sector poses a dangerous threat to our financial system just as our economy has begun to show
signs of recovery.

Earlier this month real estate data provider Trepp announced that the delinquency rate for
loans underlying commercial mortgage-backed securities (CMBS) ballooned 500 percent in
2009, surpassing 6 percent in December for the first time. Additionally, the CMBS market has
all but shut down over the past year making it more difficult for CRE owners to sell or refinance.

We appreciate the acknowledgement by federal regulators of this situation in October,
when the Board of Governors of the Federal Reserve System, along with the Federal Deposit
Insurance Corporation, the Office of the Comptroller of the Currency, the National Credit Union
Administration, and the Office of Thrift Supervision, issued a policy statement advising financial
institutions to extend and/or restructure loans backed by income-producing and/or development
properties whenever possible in order to minimize losses as well as to stabilize overall asset
values in the communities they serve.

While the regulatory guidance is a relatively recent occurrence, we remain concerned by
early indications that it may not yet be having the desired impact in stabilizing the CRE market.
While some properties are in desperate need of modification due to the economic downturn, we
are not convinced these loans are being serviced properly or in an efficient manner. Of even
more concern, anecdotal evidence suggests that regulators continue to encourage lenders to write
down the value of performing loans, whose payments may well be current and, in some instance,
even call the loan. This further exacerbates the crisis by creating defaults in properties that were
able to meet their debt servicing.
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To ensure the recent CRE loan modification guidance will have a positive and stabilizing
effect, and to protect the broader economy from further disruptions, we urge you to establish a
clear method for measuring and evaluating its effectiveness. Furthermore, we encourage you to
institute metrics to more clearly differentiate performing versus non-performing loans as well as
any other steps that provide lending institutions with more confidence in assessing CRE loans.
We also call upon you to make clear public statements encouraging lenders to continue to make
credit available for performing assets as a means of restoring confidence and long-term value in
the CRE market.

In sum, we strongly believe that regulators must take continued steps to mitigate ongoing
turmoil in the CRE sector before it becomes a full-fledged crisis, forestalls our economic
recovery, and possibly requires additional taxpayer-funded capital injections. Consistent with all
applicable law and regulation, thank you for the consideration of our views and your attention to
these matters.

Sincerely,
PAUL E. KANJ KEN CALVERT
Member of Congress Member of Congress

CHRIS P. CARNEY O\f
Member of Congress

BILL FOSTER
Member of Congress

DENNIS MOORE
Member of Congress
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MICHAEL E. MCMAHON
Member of Congress
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DAN BURTON
Member of Congress
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BARON P. HILL
Member of Congress
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"TIMOTHY H.BISHOP
Member of Congress

Mentber of Congress

MELISSA L. BEAN
Member of Congress

QROL% E B. MALONE ;Z a‘

Member of Congress

DINA TITUS
Member of Congress
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PETE OLSON
Member of Congress

BILL PASCRELL, JR.
Member of Congress



TEVE ISRAEL
Member of Congress

MIKE MCINTYRE ~ “
Member of Congress
SUZANNE M/KOSMAS
Member of Congress

LAURA RICH @é/
Member of Cofigress

CHARLES A. WILSON
Member of Congress

RUSS
Member of Congress
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RON KLEIN
Member of Congress
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JO BONNER
Member of Congress
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HENRY BROWN JR.
Member of Congress
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ANDRE_ ZARSON

Member of Congress
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Member of Congress

Member of Congress

BEN CHANDLER
Member of Congress

KATHY CASTOR
Member of Congress
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Member of Congress

&
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Member of Congress
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C.W. BILL YO§NG /
Member of Congress

DOUG aAMBORN

Member of Congress

GARY MILLER
Member of Congress

SHELLEY MOORE CAPITO
Member of Congress

DEBBIE L. HALVORSON
Member of Congress

GARY C. PETERS
Member of Congress
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BOB INGLIS
Member of Congress
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[/IM MATHESON
Member of Congress
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VERNON J/EHLERS
Member of Congress

GEOFF D
Member of Congress

ALCEE L. HASTINGS
Member of Congress
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JIM MARSHALL
ember of Congress
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PETER WELCH
Member of Congress
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CONNIE MACK
Member of Congress

RUBEN HINOJOSA
Member of Congress
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STELLO JOE WILS
be1 f Congress Member of Congress
INNY'BROWN-WAITE THOMAS J. ROONEY

Member of Congress Member of Congress
CLI ARNS RICK LARSEN
Member of Congress Member of Congress
PATRICK J. MURPHY ALAN GRAYSON
Member of Congres Member of Congress

GERALD E. CONNOLLY

Member of Cong]!ess

BRETT GUTHRIE ROBERT B. ADERHOLT
Member of Congress Member of Congress
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JIM GERLACH

Member of Congress Member of Colgress

MIKE TURNER . C i BOUSTANY JR,WZ
Member of Congress Member of Congress

EDOLPHUS TOWNS

Member of Congress



