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MISSION
SIGTARP’s mission is to advance economic stability by promoting the 
efficiency and effectiveness of TARP management, through transparency, 
through coordinated oversight, and through robust enforcement against  
those, whether inside or outside of Government, who waste, steal or abuse 
TARP funds.
 

STATUTORY AUTHORITY
SIGTARP was established by Section 121 of the Emergency Economic 
Stabilization Act of 2008 (“EESA”) and amended by the Special Inspector 
General for the Troubled Asset Relief Program Act of 2009 (“SIGTARP Act”). 
Under EESA and the SIGTARP Act, the Special Inspector General has the 
duty, among other things, to conduct, supervise and coordinate audits and 
investigations of any actions taken under the Troubled Asset Relief Program 
(“TARP”) or as deemed appropriate by the Special Inspector General. In 
carrying out those duties, SIGTARP has the authority set forth in Section 6 of 
the Inspector General Act of 1978, including the power to issue subpoenas. 

Office of the Special Inspector General
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There are clear signs that some aspects of the financial system may well be on the 
path to recovery. Many of the large banks and Wall Street firms propped up by 
unprecedented taxpayer support in the fall of 2008 — including massive infusions 
under the Troubled Asset Relief Program (“TARP”) — have returned to profitability, 
attracted private-sector capital, and enjoyed substantially rebounded stock prices. 
Many of those firms have been able to repay TARP far sooner than anyone reason-
ably would have anticipated, resulting in a profit on those particular investments 
for the Treasury Department (“Treasury”), and thus the American taxpayer. Even 
Citigroup Inc. (“Citigroup”) and Bank of America Corporation (“Bank of America”), 
firms that appear to have survived only with extraordinary TARP assistance, have 
rebounded, with Bank of America repaying its TARP bailouts in full and Citigroup 
on the verge of doing the same. All told, as of March 31, 2010, $205.9 billion has 
come back to the taxpayer through repayment of principal, interest, dividends, 
cancellation of guarantees, and warrant sales. As a result, although TARP is still 
expected to result in a large loss to taxpayers ($127 billion according to the Office 
of Management and Budget, as of February 2010), the expected loss is far lower 
than previous estimates, and is concentrated in the programs designed to support 
American International Group, Inc. (“AIG”) ($50 billion), the automotive industry 
($31 billion), and housing ($49 billion). 

Even as Wall Street regains its footing, however, signs of distress on Main Street 
remain disturbingly persistent. Although unemployment has eased slightly in recent 
months, it still remains much higher than at any time since 1983. In addition, 
the long-term nature of unemployment is unprecedented in recent history — the 
March 2010 figure for the average duration of unemployment, 31.21 weeks, is the 
highest since such measurement began in 1948. Meanwhile, smaller and regional 
banks continue to struggle (with 50 closed so far in 2010), small-business lending 
remains substantially depressed from pre-recession levels, and the real estate mar-
kets, both residential and commercial, continue to suffer at crisis proportions in 
many areas of the country. Questions remain as to whether the real estate markets 
have truly found bottom or are headed for further decline. In sum, notwithstanding 
that the financial system appears to be stabilizing and record profits are returning 
to Wall Street, the plain fact is that too many Americans on Main Street are still in 
imminent danger of losing their businesses, their jobs, and their homes.

In light of these circumstances, Treasury has shifted much of TARP’s focus to 
initiatives intended to offer economic relief to the broader public. A year ago this 
March, Treasury introduced the Making Home Affordable (“MHA”) initiative, 
which was designed to address the growing wave of home foreclosures ravag-
ing many areas of the country. The centerpiece of MHA is the Home Affordable 
Modification Program (“HAMP”), which was intended to result in millions of sus-
tainable mortgage modifications that would allow homeowners to remain in their 



speCial inspeCtor General i troUbled asset relief prograM6

homes by reducing their monthly payments to affordable levels. The Administration 
has allocated $75 billion to HAMP, including $50 billion of TARP funds.

Despite Treasury’s efforts, however, the home foreclosure crisis has not abated; 
indeed, the situation has continued to deteriorate since HAMP’s rollout. Nearly 2.8 
million foreclosures were initiated in 2009.2 More ominously, 2010 is on pace to be 
even worse: there were more than 932,000 foreclosure filings during the first three 
months — a 16% increase from the already staggering rate for the first quarter of 
2009. Similarly, for the first quarter of 2010, actual bank repossessions rose 35% 
from 2009 levels to nearly 258,000.3 Unfortunately, HAMP has made very little 
progress in stemming this onslaught, resulting in only 230,000 permanent modifi-
cations initiated over the approximately 12 months of the program’s existence. That 
figure represents only 8.2% of the foreclosures initiated in 2009 and fewer than just 
the most recent quarter’s actual bank repossessions. 

A SIGTARP audit report published on March 25, 2010, examined the design 
and operation of HAMP in detail. The audit first found that Treasury’s publicly 
touted measure of success, the number of short-term trial modification offers that 
have been made to struggling homeowners, was largely meaningless, and that 
Treasury needs to clearly identify the total number of homeowners it actually in-
tends to help stay in their homes through sustainable permanent mortgage modifi-
cations. The audit also found that the limited results to date stemmed from, among 
other things, flaws in HAMP’s design, rollout, and marketing that diminished the 
program’s effectiveness in providing sustainable relief to at-risk homeowners. In 
its original version, HAMP involved frequent and time-consuming revisions of 
guidelines that created confusion and delay; permitted reliance on unverified verbal 
borrower data that slowed down conversions to permanent modifications; suffered 
from insufficient outreach to the American public about eligibility and benefits; and 
did not fully address risk factors for re-defaults among participating borrowers, in-
cluding negative equity and high total debt levels even after modification. As noted 
in the report, without addressing the dangers of re-default, HAMP risks merely 
spreading out the foreclosure crisis at significant taxpayer expense. While this 
may benefit financial institutions that would not have to recognize the losses from 
immediate foreclosures, it would do little to accomplish the Emergency Economic 
Stabilization Act’s explicit purpose to “help families keep their homes.” 

Although Treasury was initially reluctant to address the issues raised in the 
audit report regarding re-default, including a suggestion that only modest changes 
would be made to the program to address negative equity, just days after the publi-
cation of SIGTARP’s audit report and a subsequent Congressional hearing discuss-
ing the report’s findings, Treasury changed course and introduced major revisions 
to HAMP, including new provisions designed to address the plight of unemployed 
homeowners and to require consideration of principal write-downs for borrowers 
with negative equity. To Treasury’s credit, the program changes appear intended to 
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expand HAMP participation and improve the rate of permanent modifications, as 
well as to address the significant re-default risk driven by homeowners’ negative eq-
uity. On the whole, the revisions to HAMP constitute a potentially important step 
forward in addressing some of the flaws identified in SIGTARP’s audit report.

However, the program changes, as announced, also raise several issues that 
could impede HAMP’s effectiveness and efficiency. Treasury’s urgency in rolling out 
the new initiatives, laudable as it is, risks significant costs in the form of ill-defined 
goals, incomplete program guidelines, increased vulnerability to fraud, incentives 
that may prove ineffective, and the potential for arbitrary treatment of participating 
borrowers. SIGTARP has made a series of recommendations designed to address 
these issues as discussed more fully in Section 4: “SIGTARP Recommendations” in 
this report: 

•	 Treasury should identify its participation goals and anticipated costs for each 
HAMP program and subprogram and measure success against those expecta-
tions in its monthly reports.

•	 Treasury should launch a broader based fraud awareness campaign for HAMP 
and include fraud warnings when it makes program announcements.

•	 To protect against fraud, Treasury should abandon its differing valuation 
standards across HAMP and adopt the Federal Housing Authority’s appraisal 
standard for all HAMP principal reduction and short sale programs.

•	 Treasury should reevaluate the voluntary nature of its principal reduction pro-
gram, considering changes to maximize effectiveness, to ensure to the greatest 
extent possible consistent treatment of similarly situated borrowers, and to ad-
dress potential servicer conflicts of interest.

•	 Treasury should reconsider the length of the three-month minimum term of its 
unemployment forbearance program. 

In sum, until Treasury fulfills its commitment to provide a thoughtfully de-
signed, consistently administered, and fully transparent program, HAMP risks be-
ing remembered not for catalyzing a recovery from our current housing crisis, but 
rather for bold announcements, modest goals, and meager results. 
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prograM Updates and finanCial overvieW
TARP consists of 13 announced programs, all of which have been implemented. 
Six are closing or have already been wound down. As of March 31, 2010, Treasury 
had announced programs involving potential spending of $537.1 billion of the 
$698.8 billion maximum available for the purchase of troubled assets under TARP 
as authorized by Congress. Of this amount, Treasury had expended or committed 
to expend approximately $496.8 billion through the 13 implemented programs to 
provide support for U.S. financial institutions, the automobile industry, the markets 
in certain types of asset-backed securities (“ABS”), and homeowners. As of March 
31, 2010, 77 TARP recipients had paid back all or a portion of their principal or 
repurchased shares for an aggregate total of $180.8 billion of repayments and  
a $5 billion reduction in exposure to possible further liabilities, leaving $387.8  
billion, or 55.5%, of TARP’s allocated $698.8 billion available. 

In addition to the principal repayments, Treasury has received interest and 
dividend payments on its investments, as well as revenue from the sale of its war-
rants. As of March 31, 2010, $14.5 billion in interest, dividends, and other income 
had been received by the Government, and $5.6 billion in sales proceeds had 
been received from the sale of warrants and preferred stock received as a result of 
exercised warrants. At the same time, some TARP participants have missed divi-
dend payments: among participants in the Capital Purchase Program (“CPP”), 104 
have missed dividend payments to the Government, although some of them made 
the payments on a later date. As of March 31, 2010, there was $188.9 million in 
outstanding unpaid CPP dividends. In addition, three TARP recipients have failed 
and several others have restructured their agreements with Treasury, increasing the 
potential for further losses.

CUMULATIVE PLANNED TARP 
EXPENDITURES, REPAYMENTS, 
AND REDUCTIONS IN EXPOSURE 
AS OF 3/31/2010
$ Billions

Notes: Numbers affected by rounding. The “planned 
expenditures” referenced throughout this report represent the 
funds Treasury currently plans to expend for each program, 
and a majority of those are committed funds (e.g., signed 
agreements with TARP fund recipients).
a Treasury experienced a $2.3 billion loss on some 

investments under the Capital Purchase Program (“CPP”) .
b Repayments include $135.8 billion for CPP, $40 billion for 

the Targeted Investment Program, $4.6 billion for Auto 
Programs, and a $5 billion reduction in exposure under the 
Asset Guarantee Program. 

Sources: Treasury, Transactions Report, 4/2/2010; Treasury, 
response to SIGTARP data call, 4/12/2010.

Total TARP 
Available

TARP 
Balance 
Remaining

TARP 
Repayments
and 
Reductions 
in Exposureb

Planned TARP 
Expendituresa

$185.8

$387.8

$698.8

$496.8
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oversigHt aCtivities of sigtarp
Since SIGTARP’s Quarterly Report to Congress dated January 30, 2010, SIGTARP 
has actively sought to fulfill its vital investigative and audit functions. 

SIGTARP’s Investigations Division continues to develop into a sophisticated 
white-collar investigative agency. Through March 31, 2010, SIGTARP has 84 
ongoing criminal and civil investigations. Highlights from the last quarter include 
important developments in several cases that have been brought as the result of 
SIGTARP’s investigations.

the park avenue bank
On March 15, 2010, Charles Antonucci, the former President and Chief Executive 
Officer of The Park Avenue Bank, was charged by the United States Attorney’s 
Office for the Southern District of New York with offenses including self-dealing, 
bank bribery, embezzlement of bank funds, and bank, mail and wire fraud, among 
others. In particular, Antonucci allegedly attempted to steal $11 million of TARP 
funds by, among other things, making fraudulent claims about the bank’s capi-
tal position. These charges mark the first time an individual has been criminally 
charged with attempting to steal TARP funds.

According to the allegations, Antonucci falsely represented that he had person-
ally invested $6.5 million in The Park Avenue Bank to improve its capital position. 
As set forth in the charges, however, the funds were actually borrowed from  
The Park Avenue Bank itself and reinvested as part of an undisclosed “round-trip” 
transaction. The complaint further alleges that this fraudulent transaction was 
touted by The Park Avenue Bank in support of its application for TARP funds as 
evidence of its supposedly improving capital position. 

bank of america
On February 4, 2010, the New York Attorney General charged Bank of America, its 
former Chief Executive Officer Kenneth D. Lewis, and its former Chief Financial 
Officer Joseph L. Price with civil securities fraud. According to the allegations, in 
order to complete a merger between Bank of America and Merrill Lynch & Co., 
Inc. (“Merrill Lynch”), the defendants failed to disclose to shareholders spiraling 
losses at Merrill Lynch. Additionally, after the merger was approved, it is alleged 
that Bank of America made misrepresentations to the Federal Government in order 
to obtain tens of billions of dollars in TARP funds. The investigation was conducted 
jointly by the New York Attorney General’s Office and SIGTARP, and the case 
remains pending in New York state court. 

SIGTARP also assisted the Securities and Exchange Commission (“SEC”) with 
its Bank of America investigation. On February 22, 2010, the Honorable Jed S. 
Rakoff, United States District Judge for the Southern District of New York, ap-
proved a $150 million civil settlement between the SEC and Bank of America to 
settle all outstanding SEC actions against the firm. 
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nations housing modification Center
On March 19, 2010, Glenn Steven Rosofsky was arrested by agents from 
SIGTARP and the Internal Revenue Service, Criminal Investigation Division and 
charged by the U.S. Attorney’s Office for the Southern District of California with 
one count of conspiracy to commit wire fraud and money laundering and one 
count of money laundering. A separate information the same day charged Michael 
Trap with conspiracy to commit fraud and money laundering. As set forth in the 
charges, Rosofsky, Trap, and others operated a telemarketing firm, ostensibly to 
assist delinquent homeowners with loan modification services. Operating under the 
names “Nations Housing Modification Center” and “Federal Housing Modification 
Department,” Rosofsky and Trap took advantage of the publicity surrounding the 
Administration’s mortgage modification efforts under the TARP-supported MHA 
program and are alleged to have used fraudulent statements to induce customers 
to pay $2,500 – $3,000 each to purchase loan modification services that were not 
actually provided. It is alleged in court documents that the fraud grossed more than 
$1 million. Trap pled guilty to the charges listed in his March 19 information the 
following day. The case against Rosofsky remains pending.

Section 1: “The Office of the Special Inspector General for the Troubled Asset 
Relief Program” in this report describes these cases, other cases brought over the 
last quarter, and SIGTARP’s other Investigations Division activities in more detail.

On the audit side, as noted above, SIGTARP released its latest audit report on 
March 25, 2010, which examined the “Factors Affecting Implementation of the 
Home Affordable Modification Program.”  SIGTARP has 12 other ongoing audit 
projects, including 2 new audits that have been initiated over the past quarter:

•	 Application	of	the	HAMP	Net	Present	Value	(“NPV”)	Test:	This audit, 
which will be conducted in response to a request from Senator Jeff Merkley and 
eight other Senators, will assess: whether the participating loan servicers are 
correctly applying the NPV test under the program; the extent to which Treasury 
ensures that servicers are appropriately applying the NPV test per HAMP 
guidelines when assessing borrowers for program eligibility; and the procedures 
servicers follow to communicate to borrowers the reasons for NPV test failure, 
as well as to identify the full range of loss mitigation options available to such 
borrowers.
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•	 Material	Loss	Review	of	United	Commercial	Bank: SIGTARP is partici-
pating in a Material Loss Review of United Commercial Bank, based in San 
Francisco, with the Office of the Inspector General of the Federal Deposit 
Insurance Corporation (“FDIC OIG”). In November 2008, United Commercial 
Bank received $298.7 million of TARP funds through CPP. On November 6, 
2009, the California Department of Financial Institutions closed the bank and 
appointed FDIC as receiver. The objectives of the audit are: determining the 
causes of the financial institution’s failure and resulting material loss to the 
Deposit Insurance Fund; evaluating FDIC’s supervision of the institution; and 
determining whether FDIC and Treasury followed applicable procedures in 
recommending the bank for CPP funding and in monitoring its compliance with 
the securities purchase agreement. 

Section 1: “The Office of the Special Inspector General for the Troubled Asset 
Relief Program” in this report describes the HAMP audit in detail and discusses 
continuing and recently announced SIGTARP audits. 

sigtarp reCoMMendations on tHe 
operation of tarp
One of SIGTARP’s oversight responsibilities is to provide recommendations to 
Treasury so that TARP programs can be designed or modified to facilitate effec-
tive oversight and transparency and to prevent fraud, waste, and abuse. Section 
4: “SIGTARP Recommendations” in this report provides updates on existing 
recommendations and summarizes implementation measures for previous rec-
ommendations. As noted above, this report makes a series of recommendations 
concerning the new HAMP initiatives. It also discusses Treasury’s introduction, 
on February 3, 2010, of the Community Development Capital Initiative (“CDCI”), 
a new TARP initiative designed to provide up to $1 billion in additional capital to 
Community Development Financial Institutions to incentivize lending. Section 2: 
“TARP Overview” in this report reviews CDCI’s provisions in detail, and Section 4: 
“SIGTARP Recommendations” in this report details a number of SIGTARP recom-
mendations designed to improve the transparency of CDCI investments and better 
safeguard them against fraud or the failure of participating institutions.

Over the past quarter, Treasury has also announced another new initiative de-
signed to spur small-business lending, the Small Business Lending Fund (“SBLF”). 
As announced, although SBLF will be funded with $30 billion that will be rescind-
ed from TARP, SBLF will not be part of TARP, but rather will be operated outside 
of TARP and thus will not be subject to the executive compensation restrictions 
and perceived stigma associated with TARP. However, many of the characteristics 
of SBLF are the same or very similar to the TARP’s CPP and CDCI: the economic 
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structure is basically the same, with Treasury providing capital in the form of pre-
ferred equity, and, like CPP and CDCI, the maximum amount of capital available 
under SBLF will be a percentage of the institution’s risk-weighted assets. It would 
also appear that the application and approval process for new participants will be 
similar and will involve the same primary regulators. Even many of the same banks 
will be participants — SBLF is expressly being designed so that many CPP partici-
pants will be able to convert their CPP capital into SBLF capital. SIGTARP has 
estimated that up to 95% of CPP participants could be eligible to convert to SBLF.

In sum, the funds being utilized, the core mechanics, the economic terms of 
the program and even many of the participants all stem from TARP’s CPP. Because 
SIGTARP has developed considerable experience and expertise in its oversight of 
the very similar (and similarly complex) CPP, particularly in reporting, monitor-
ing, deterring, and investigating fraud, SIGTARP has strongly encouraged that 
SIGTARP be included in the oversight provisions of Treasury’s legislative proposal 
concerning SBLF. SIGTARP’s letter to Treasury, objecting to its stated intent 
not to include SIGTARP in the proposed legislation, is included in Appendix H: 
“Correspondence.”

report organiZation
The report is organized as follows:

•	 Section 1: “The Office of the Special Inspector General for the Troubled Asset 
Relief Program” in this report discusses the activities of SIGTARP.

•	 Section 2: “TARP Overview” in this report details how Treasury has spent TARP 
funds thus far and contains an explanation or update of each program, both 
implemented and announced.

•	 Section 3: “TARP Operations and Administration” in this report describes the 
operations and administration of the Office of Financial Stability, the office 
within Treasury that manages TARP.

•	 Section 4: “SIGTARP Recommendations” in this report states SIGTARP’s rec-
ommendations to Treasury with respect to the operation of TARP.

The report also includes numerous appendices containing, among other things, 
figures and tables detailing all TARP investments through March 31, 2010.

The goal is to make this report a ready reference on what TARP is and how it 
has been used to date. In the interest of making this report as understandable as 
possible, and thereby furthering general transparency of the program itself, certain 
technical terms are highlighted in the text and defined in the adjacent margin. In 
addition, portions of Section 2 are devoted to tutorials explaining the alternatives 
available to “underwater” homeowners and reviewing Federal support for small-
business lending.
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sigtarp Creation and statUtorY aUtHoritY
The Office of the Special Inspector General for the Troubled Asset Relief Program 
(“SIGTARP”) was created by Section 121 of the Emergency Economic Stabilization 
Act of 2008 (“EESA”). Under EESA, SIGTARP has the responsibility, among 
other things, to conduct, supervise, and coordinate audits and investigations of the 
purchase, management, and sale of assets under the Troubled Asset Relief Program 
(“TARP”) and, with certain limitations, any other action taken under EESA. 
SIGTARP is required to report quarterly to Congress to describe SIGTARP’s activi-
ties and to provide certain information about TARP over that preceding quarter. 
EESA gives SIGTARP the authorities listed in Section 6 of the Inspector General 
Act of 1978, including the power to obtain documents and other information from 
Federal agencies and to subpoena reports, documents, and other information from 
persons or entities outside of Government. 

The Special Inspector General, Neil M. Barofsky, was confirmed by the Senate 
on December 8, 2008, and sworn into office on December 15, 2008.

sigtarp oversigHt aCtivities sinCe tHe 
JanUarY 2010 QUarterlY report
SIGTARP has continued to fulfill its oversight role on multiple parallel tracks: from 
auditing various aspects of TARP and TARP-related programs and activities; to 
investigating allegations of fraud, waste, and abuse in TARP programs; to coordi-
nating closely with other oversight bodies; all while trying to promote transparency 
in TARP programs.

siGtarp’s investigations activity
SIGTARP’s Investigations Division continues to develop into a sophisticated white-
collar investigative agency. Through March 31, 2010, SIGTARP has 84 ongoing 
criminal and civil investigations. These investigations concern suspected TARP 
fraud, accounting fraud, securities fraud, insider trading, bank fraud, mortgage 
fraud, mortgage servicer misconduct, fraudulent advance-fee schemes, public 
corruption, false statements, obstruction of justice, theft of trade secrets, money 
laundering, and tax-related investigations. Although the majority of SIGTARP’s 
investigative activity remains confidential, over the past quarter there have been 
significant public developments in several of SIGTARP’s investigations.

the park avenue bank
On March 15, 2010, Charles Antonucci, the former President and Chief Executive 
Officer of The Park Avenue Bank, was charged by the United States Attorney’s 
Office for the Southern District of New York with offenses including self-dealing, 
bank bribery, embezzlement of bank funds, and bank, mail, and wire fraud, among 
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others. In particular, Antonucci allegedly attempted to steal $11 million of TARP 
funds by, among other things, making fraudulent claims about the bank’s capi-
tal position. These charges mark the first time an individual has been criminally 
charged with attempting to steal TARP funds.

According to the allegation, Antonucci falsely represented that he had person-
ally invested $6.5 million in The Park Avenue Bank to improve its capital position. 
As set forth in the charges, however, the funds were actually borrowed from The 
Park Avenue Bank itself and reinvested as part of an undisclosed “round-trip” 
transaction. The complaint further alleges that this fraudulent transaction was 
touted by The Park Avenue Bank in its application for TARP funds as evidence of 
its supposedly improving capital position, a key factor regulators consider when 
awarding TARP funds. In addition, Antonucci allegedly made false representations 
to bank regulators about the source of the $6.5 million. The ongoing SIGTARP in-
vestigation is being conducted in partnership with U.S. Immigration and Customs 
Enforcement (“ICE”), the Superintendent of the Banks of New York, the Federal 
Bureau of Investigation (“FBI”), and the Office of the Inspector General of the 
Federal Deposit Insurance Corporation (“FDIC OIG”). 

bank of america
On February 4, 2010, the New York Attorney General charged Bank of America 
Corporation (“Bank of America”), its former Chief Executive Officer Kenneth D. 
Lewis, and its former Chief Financial Officer Joseph L. Price with civil securities 
fraud. According to the allegations, in order to complete a merger between Bank 
of America and Merrill Lynch & Co., Inc. (“Merrill Lynch”), the defendants failed 
to disclose to shareholders spiraling losses at Merrill Lynch. Additionally, after the 
merger was approved, it is alleged that Bank of America made misrepresentations 
to the Federal Government in order to obtain tens of billions of dollars in TARP 
funds. The investigation was conducted jointly by the New York Attorney General’s 
Office and SIGTARP, and the case remains pending in New York state court. 

SIGTARP also assisted the Securities and Exchange Commission (“SEC”) with 
its Bank of America investigation. On February 22, 2010, the Honorable Jed S. 
Rakoff, United States District Judge for the Southern District of New York, ap-
proved a $150 million civil settlement between the SEC and Bank of America to 
settle all outstanding SEC actions against the firm. The court found that Bank of 
America failed to disclose adequately to its shareholders, prior to their approval of 
a merger with Merrill Lynch, the extent of additional material losses that Merrill 
Lynch had suffered. Additionally, the court found that the proxy statement sent to 
shareholders in November 2008 failed to disclose adequately Bank of America’s 
agreement to allow the payment of bonuses to Merrill Lynch employees prior to the 
merger. In addition to the $150 million payment, Bank of America also agreed to 
the following settlement requirements:
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•	 engaging an independent auditor to assess and report on the effectiveness of the 
company’s disclosure controls and procedures

•	 furnishing management certifications signed by the chief executive officer and 
chief financial officer with respect to proxy statements

•	 retaining disclosure counsel to the audit committee of the company’s board of 
directors

•	 adopting independence requirements beyond those already applicable for all 
members of the compensation committee of the company’s board of directors

•	 retaining an independent compensation consultant to the compensation 
committee

•	 implementing and disclosing written incentive compensation principles on the 
company’s website and providing the company’s shareholders with an advisory 
vote concerning any proposed changes to such principles

•	 providing the company’s shareholders with an annual “say on pay” advisory vote 
regarding the compensation of executives 

Finally, SIGTARP continues to investigate, in partnership with the FBI and 
U.S. Attorneys’ Offices for the Southern District of New York and Western District 
of North Carolina, the circumstances of Bank of America’s merger with Merrill 
Lynch and its receipt of additional TARP funds through the Targeted Investment 
Program.

omni national bank
Omni National Bank (“Omni”) was a national bank headquartered in Atlanta with 
branch offices in seven states. Omni failed and was taken over by the Federal 
Deposit Insurance Corporation (“FDIC”) on March 27, 2009. Before its failure, 
Omni had applied for, but did not receive, TARP funds under the Capital Purchase 
Program (“CPP”). SIGTARP has participated in several investigations concerning 
Omni that have led to criminal charges as part of a mortgage fraud task force that 
includes SIGTARP, the U.S. Attorney’s Office for the Northern District of Georgia, 
FDIC OIG, the Office of the Inspector General of the Department of Housing and 
Urban Development (“HUD OIG”), the U.S. Postal Inspection Service (“USPIS”), 
and the FBI. 

The Omni investigation yielded two convictions in the first quarter of 2010. 
On January 14, 2010, Jeffrey Levine, Omni’s former Executive Vice President, 
pled guilty in Federal district court to charges of causing material overvaluations of 
bank assets in the books, reports, and statements of Omni. On March 23, 2010, 
Brent Merriell pled guilty in Federal district court to charges of making false state-
ments to the FDIC and six counts of aggravated identity theft in connection with a 
scheme to prompt Omni to forgive $2.2 million in loans. Sentencing for both men 
is scheduled for May 25, 2010. 
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SIGTARP’s involvement in the investigations, including whether the various 
frauds had an impact on Omni’s CPP application, is ongoing.

mount vernon money Center 
On March 11, 2010, the U.S. Attorney’s Office for the Southern District of New 
York indicted Robert Egan, president, and Bernard McGarry, chief operating of-
ficer, of the Mount Vernon Money Center (“MVMC”) with bank fraud for allegedly 
stealing $50 million entrusted to their company. MVMC engaged in various cash 
management businesses, including replenishing cash in more than 5,300 auto-
mated teller machines owned by banks and other financial institutions. According 
to the charges, from 2005 through February 2010, Egan and McGarry solicited 
and collected hundreds of millions of dollars from MVMC’s clients on the false 
representations that they would not commingle clients’ funds or use the money for 
purposes other than those specified in the various contracts with their clients. Egan 
and McGarry misappropriated their clients’ money — including the funds of several 
institutions in which the American taxpayer was an investor through TARP — to 
fund tens of millions of dollars in operating losses in MVMC’s businesses, to repay 
outstanding client obligations, and to enrich themselves at their clients’ expense. 
SIGTARP agents assisted with the investigation. A trial date remains to be set.

nations housing modification Center
On March 19, 2010, Glenn Steven Rosofsky was arrested by agents from 
SIGTARP and the Internal Revenue Service, Criminal Investigation Division 
(“IRS-CI”) and charged by the U.S. Attorney’s Office for the Southern District of 
California with one count of conspiracy to commit wire fraud and money laun-
dering and one count of money laundering. A separate information the same day 
charged Michael Trap with conspiracy to commit fraud and money laundering. 
As set forth in the charges, Rosofsky, Trap, and others operated a telemarketing 
firm, ostensibly to provide delinquent homeowners with loan modification services. 
Operating under the names “Nations Housing Modification Center” and “Federal 
Housing Modification Department,” Rosofsky and Trap took advantage of the 
publicity surrounding the Administration’s mortgage modification efforts under 
the TARP-supported Making Home Affordable (“MHA”) program and are alleged 
to have used fraudulent statements to induce customers to pay $2,500 - $3,000 
each to purchase loan modification services that were not actually provided. The 
charges allege that the solicitation letters were mailed in envelopes that deceptively 
bore a Capitol Hill return address (in fact, it was merely a post office box) and were 
designed to mimic official Federal correspondence. It is alleged in court documents 
that the fraud grossed more than $1 million. Trap pled guilty to the charges listed 
in his March 19 information the following day. The case against Rosofsky remains 
pending.
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The criminal charges follow the September 16, 2009, civil injunction obtained 
by the Federal Trade Commission (“FTC”), in connection with an investigation 
conducted in partnership with SIGTARP, against Rosofsky, Trap, and others, alleg-
ing violations of the FTC Act and telemarketing sales rules through misrepresenta-
tions about their organization as a Federal Government agency or affiliate and false 
claims that they would obtain mortgage modifications for consumers for a fee. 

united law Group
On March 11, 2010, SIGTARP, along with the USPIS, FBI, ICE, and the Orange 
County District Attorney’s Office, executed a publicly filed search warrant obtained 
by the U.S. Attorney for the Central District of California at the offices of United 
Law Group, LLC (“ULG”) in Irvine, California. This investigation focuses on alle-
gations that ULG, taking advantage of the climate created by the TARP-supported 
MHA programs, engaged in a mortgage modification advance fee scheme. The 
company allegedly charged struggling homeowners fees ranging from $1,500 to 
$12,000 without performing services while advising victims to stop paying their 
mortgages and terminate contact with their lenders. Many ULG customers subse-
quently lost their homes to foreclosure. 

board of Governors of the federal reserve system/federal reserve 
bank of new york
As disclosed to Congress in connection with the January 22, 2010 hearing en-
titled “Federal Bailout of AIG” before the House Committee on Oversight and 
Government Reform, SIGTARP has initiated several investigations relating to the 
decision of the Federal Reserve Bank of New York (“FRBNY”) to pay certain AIG 
swap counterparties the equivalent of par for certain distressed securities, includ-
ing issues related to FRBNY’s cooperation with SIGTARP during the course of 
SIGTARP’s audit into the payments and to certain disclosures made by AIG in 
relation to the payments.

siGtarp Chairs inaugural meeting of the rescue 
fraud working Group of the president’s financial fraud 
enforcement task force

On February 24, 2010, SIGTARP hosted the inaugural meeting of the Rescue 
Fraud Working Group. As previously reported, President Obama established the 
Financial Fraud Enforcement Task Force (“FFETF”) “to investigate and prosecute 
significant financial crimes and other violations relating to the current financial 
crisis and economic recovery efforts, recover the proceeds of such crimes and viola-
tions, and ensure just and effective punishment of those who perpetrate financial 
crimes and violations.” A component of FFETF is the Rescue Fraud Working 
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Group, co-chaired by Special Inspector General Neil M. Barofsky, Assistant 
Attorney General Lanny A. Breuer of the Criminal Division of the Department 
of Justice (“DOJ”), and Timothy G. Massad, chief counsel of Treasury’s Office of 
Financial Stability (“OFS”). Attendees at the inaugural meeting included offi-
cials from agencies across the Federal Government, including OFS; DOJ (Civil, 
Criminal, and Tax Divisions); the U.S. Attorneys’ Offices for the Northern and 
Central Districts of California, the Eastern District of Virginia, the Eastern and 
Southern Districts of New York, and the District of New Jersey; the Office of 
the Comptroller of the Currency; the Office of Thrift Supervision; the Financial 
Crimes Enforcement Network; USPIS; the Board of Governors of the Federal 
Reserve; the SEC; and the FBI. 

siGtarp hotline
One of SIGTARP’s primary investigative priorities is to operate the SIGTARP 
Hotline, thus providing a simple, accessible way for the American public to report 
concerns, allegations, information, and evidence of violations of criminal and civil 
laws in connection with TARP. From its inception in February 2009 through March 
31, 2010, the SIGTARP Hotline has received and analyzed more than 12,000 
Hotline contacts. These contacts run the gamut from expressions of concern about 
the economy to serious allegations of fraud involving TARP. A substantial number 
of SIGTARP’s investigations were generated in connection with Hotline tips. The 
SIGTARP Hotline can receive information anonymously, and the confidential-
ity of whistleblowers is protected to the fullest extent possible. SIGTARP honors 
all applicable whistleblower protections. SIGTARP urges anyone aware of waste, 
fraud, or abuse relating to TARP programs or funds, whether it involves the Federal 
Government, state and local entities, private firms, or individuals, to contact its 
representatives at 877-SIG-2009 or www.sigtarp.gov.

siGtarp audit activity
SIGTARP has initiated a total of 20 audits since its inception. Since SIGTARP’s 
Quarterly Report to Congress dated January 30, 2010 (the “January 2010 Quarterly 
Report”), SIGTARP has released an additional audit report and announced two 
new audit projects. Five other previously announced audits are nearing completion, 
and SIGTARP anticipates releasing reports on those audits in the coming months.

factors affecting implementation of the home affordable modification 
program
On March 25, 2010, SIGTARP released its audit report entitled “Factors Affecting 
Implementation of the Home Affordable Modification Program.” Announced 
on March 4, 2009, the Home Affordable Modification Program (“HAMP”) was 
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designed to help homeowners stay in their homes by making their mortgages more 
affordable. Allocations for HAMP totaled $75 billion, including $50 billion of 
TARP funds. Loan servicer participation is voluntary, but HAMP encourages it by 
sharing some modification-related costs and offering incentive payments for suc-
cessful modifications. HAMP targets owner-occupants who are in default on their 
pre-2009 mortgage loans or are deemed at risk of imminent default. 

Using funds from TARP, among other sources, HAMP offers financial incen-
tives for parties to mortgage modifications. First, if a servicer’s modifications reduce 
a borrower’s first mortgage debt to 38% of gross income, HAMP assumes half of 
the marginal cost of further reducing that ratio to 31%. Second, under a pay-for-
success structure, HAMP provides fixed-dollar incentive payments to servicers, bor-
rowers, and lenders for successful loan modifications. Under HAMP, Treasury does 
not pay incentives during a trial period of several months; only after trial modifica-
tions convert successfully to permanent modifications will Treasury make incentive 
payments.

SIGTARP’s audit examined HAMP’s status and whether the program has met 
participation goals thus far. It also discussed the challenges that have confronted 
Treasury in implementing the program. 

When HAMP was launched in early 2009, Treasury justified the program by 
stating that it would “help up to three to four million at-risk homeowners avoid 
foreclosure,” doing so “by reducing monthly payments to sustainable levels.” 
Notwithstanding this laudable aspiration that the program would actually help that 
number of homeowners avoid losing their homes, Treasury has stated that its nu-
merical goal is not tied to how many homeowners actually receive sustainable relief 
and avoid foreclosure. Rather, its goal was that three to four million homeowners 
would receive offers for trial modifications. The audit report concluded that mea-
suring trial modification offers, or even actual trial modifications, for that matter, is 
not particularly meaningful. The more significant measure is the number of people 
helped, through permanent modifications, to avoid foreclosure and stay in their 
homes. Transparency and accountability principles require that Treasury establish 
meaningful goals and that it report its progress in meeting those goals on a monthly 
basis. Continuing to frame HAMP’s success around the number of offers extended 
is simply not sufficient. 

A year into the program, although more than a million trial modifications have 
been initiated, the number of permanent modifications, as of the time the audit 
was issued, 168,708, has been, even according to Treasury, “disappointing.” One 
Treasury official’s estimate for how many permanent modifications would result 
from HAMP as it was designed at the time of the audit — 1.5 to 2 million over the 
course of the four-year program — may be only a small fraction of the total number 
of foreclosures that will occur during that period. The audit concluded that any 
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assessment of whether HAMP is worth the resources being expended or whether 
the program needs to be revamped to actually help more borrowers should be based 
on the projected estimate of permanent modifications, not Treasury’s figure of 
three- to four-million “offers.”

There are several reasons that the audit identified for the disappointing results 
to date: 
•	 Repeated	changes	to	program	guidelines	caused	confusion	and	delay.	

Treasury attempted to roll out HAMP as fast as possible and, although it may 
have made substantial progress in meeting its servicer participation goals quick-
ly, the program’s rules were not fully developed by the time the program began. 
As a result, Treasury has had to revise guidelines repeatedly, often causing 
confusion and delay. Treasury’s initial haste may have impaired the longer-term 
objective of delivering more permanent modifications quickly and efficiently.

•	 Permitting	unverified	verbal	modifications	was	counterproductive. To pur-
sue fixed goals for trial modifications, Treasury permitted servicers to initiate  
trial modifications without document verification. This proved to be a mistake 
that impaired more meaningful relief, i.e., the conversion of trial modifications 
to permanent ones. Servicers have reported that weeding out ineligible bor-
rowers among those who entered the program through verbal information is 
resource intensive, diverting time and effort that could have been devoted to 
processing eligible borrowers’ completed written applications. Moreover, the 
policy may have caused actual harm to homeowners placed into trial modifica-
tions that had no chance of becoming permanent. Treasury corrected this error 
and changed the rule for all trial modifications initiated after April 15, 2010.

•	 Marketing	efforts	concerning	HAMP	have	been	limited. As of the time 
of the audit, Treasury had marketed HAMP to the public using an informa-
tional website, community outreach events, and a telephone hotline. However, 
Treasury has not provided sufficient guidance or metrics to support loan 
servicers’ own HAMP outreach efforts. It has also taken more than a year to 
produce unique public service announcements to educate the public about 
HAMP’s benefits and eligibility criteria and to warn against the dangers of fraud.

•	 Re-defaults	threaten	the	long-term	success	of	the	program.	Even if HAMP 
resulted in the estimated 1.5 to 2 million permanent modifications, the audit 
noted that the program will fail if large numbers of those borrowers re-default 
and face foreclosure anyway. Treasury estimates that 40% of HAMP modi-
fied mortgages (both trial and permanent) will re-default during the program. 
Several aspects of HAMP’s design make it particularly vulnerable to re-defaults:
•	 Debt-to-income ratios: Borrowers’ other debts aside from first-lien mort-

gages (e.g., car payments, student loans, credit card obligations, and sec-
ond liens on the home) do not figure into determining HAMP eligibility or 
its calculation of affordable debt service, which likely overestimates many 
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borrowers’ financial resilience. As a result, HAMP borrowers carry a me-
dian debt-to-income ratio of 61.3% even after modification.4 This stands 
in contrast to Federal Housing Administration (“FHA”) requirements for 
its own programs, including the newly announced TARP-related program 
intended to refinance loans with high negative equity.

•	 Interest rate increases post-modification: If the interest rate on a HAMP 
modification is adjusted to below market rates, after five years the rate can 
“step up” to prevailing market levels by up to 1% per year, capped at the 
30-year conforming fixed rate on the day the modification was drafted. 
Borrowers, however, may be unable to meet the higher monthly payments 
after the step-up feature is invoked. 

•	 Second liens: Up to 50% of at-risk mortgages are backed by second liens. 
Although borrowers may receive a HAMP permanent modification on 
their first-lien loan, the total monthly mortgage payments might still 
be unaffordable if the second lien is not also modified or extinguished. 
Treasury has instituted a second-lien program to address this issue, but 
participation to date has been limited. With the recent signing of Bank of 
America, Wells Fargo & Company, JPMorgan Chase & Co., and Citigroup 
Inc. (“Citigroup”), participation is improving.

•	 Negative equity and strategic defaults: At the time of the audit, HAMP did 
not require servicers to address negative equity (i.e., when the borrower 
owes more than the house is worth), which has been called by an industry 
expert the “most important predictor of default.” In light of the negative 
equity in many mortgages under trial modifications, the audit warned that 
resulting re-defaults could become a factor in HAMP’s difficulties as bor-
rowers decide that it makes more economic sense to walk away from their 
mortgages and rent at a lower cost.

In light of these conclusions, SIGTARP made the following recommendations, 
which are discussed in more detail in Section 4: “SIGTARP Recommendations” in 
this report:
•	 Given its previously ambiguous statements concerning goals and metrics for 

HAMP, Treasury should clearly and prominently disclose, on an ongoing basis, 
its goals and estimates for the number of homeowners who will be helped 
through permanent modifications and report monthly on progress thereto.

•	 Treasury should devise and publish additional performance metrics to gauge 
the success of HAMP. For example, Treasury could establish goals and report 
its progress in meeting those goals for key metrics such as servicer processing 
times, modifications as a proportion of defaulted loans or foreclosures, rates of 
borrower attrition prior to permanent loan modification, and rates of HAMP 
participants’ regression to default.
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•	 Treasury should undertake a sustained public service campaign to reach ad-
ditional borrowers who could be helped by the program and to equip the public 
with complete, accurate information about HAMP in order to prevent confu-
sion, fraud, or abuse.

•	 Treasury should reconsider its position that allows servicers to substitute alter-
native forms of income verification based on the subjective determination of 
the servicer, such as whether such documents are “appropriate” or relying on 
the servicer’s “good business judgment consistent with the judgment employed 
when modifying mortgage loans held under their own portfolio.” 

•	 Treasury should examine the program’s structure with an eye to minimizing the 
prospect of re-default. As constituted at the time of the audit, HAMP did not 
appear to address adequately risk factors such as negative equity, second-lien 
and non-mortgage debt service, and interest rate resets.

Treasury concurred with SIGTARP’s first three recommendations. However, 
Treasury initially declined to adopt SIGTARP’s last two recommendations, claiming 
that the documentary guidelines were not intended to be a “comprehensive under-
writing guide” and the prospect that “alternative modification structures that could 
lower re-default rates” would mean either decreased participation or increased cost. 
As a result, Treasury suggested that it would only consider program adjustments 
that would “modestly” address unemployed and underwater borrowers. In response, 
SIGTARP encouraged Treasury to reconsider its refusal to address more deeply the 
issues that fuel re-default, noting that under then-current Congressional Budget 
Office estimates, only $20 billion of the allocated $50 billion would be spent on 
permanent modifications. The audit stressed the importance for the success of the 
program of putting borrowers into sustainable permanent modifications. 

After the issuance of SIGTARP’s audit report, Treasury announced its plans to 
make dramatic and substantial revisions to HAMP’s structure that appear designed 
to address some of SIGTARP’s recommendations, including our previously rejected 
recommendation regarding the danger of negative equity, as follows:
•	 requiring that servicers consider principal write-downs as part of the loan modi-

fication process, with increased incentives for successful principal write-downs
•	 a new program funded with $14 billion in TARP funds that will be run by FHA 

and Treasury that will enable borrowers who are severely underwater to refi-
nance their mortgages so that the total amount that they owe on their homes 
will be no greater than 115% of the home’s value 

•	 temporary payment reductions for unemployed borrowers for periods from three 
to six months while they seek new employment

•	 increased incentives for servicers to provide permanent loan modifications in or-
der to compensate them for costs associated with the revisions to the program, 
including assistance to unemployed homeowners

•	 expansion of HAMP to include borrowers with FHA-guaranteed loans and, 
upon request, borrowers in active bankruptcy proceedings
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•	 improved requirements for borrower solicitations, stating performance time-
frames for all parties and prohibiting new foreclosure referrals during the 
HAMP modification process

•	 additional assistance for homeowners who lose their homes through short sales 
or deeds-in-lieu of foreclosure, including financial assistance for moving and 
incentives to servicers and second-lien holders for use of foreclosure alternatives

Although SIGTARP appreciates Treasury’s willingness to reconsider its op-
position to more than modest changes to the program so promptly, the newly 
announced revisions raise several significant concerns that are addressed through 
additional recommendations set forth in Section 4: “SIGTARP Recommendations” 
in this report.

audits underway
SIGTARP has previously announced audits on 10 topics, and expects to issue 
reports covering those topics in the near future.

CPP	Warrant	Valuation	and	Disposition	Process: This audit, which is be-
ing conducted in response to requests by Senator Jack Reed and Representative 
Maurice Hinchey, seeks to determine what processes and procedures Treasury has 
established to ensure that the Federal Government receives fair market value for 
the warrants and the extent to which Treasury has controls in place to facilitate a 
transparent and well-documented decision-making process. SIGTARP is scheduled 
to release this audit at a hearing before the House Financial Services Committee 
scheduled for May 11, 2010.

Automobile	Dealership	Closures: This audit, undertaken at the requests of 
Senator Jay Rockefeller and Representative David Obey, examines the process used 
by GM and Chrysler to identify the more than 2,000 automobile dealerships that 
were slated for closure in connection with the recent GM and Chrysler bankrupt-
cies. Its objectives are to determine whether GM and Chrysler developed and fol-
lowed a fair, consistent, reasonable, and documented approach; to understand the 
role of the Federal Government in these decisions; and to review the cost savings or 
other benefits to GM and Chrysler.

Governance	Issues	Where	U.S.	Holds	Large	Ownership	Interests: 
SIGTARP received a request from Senator Max Baucus to undertake a body of 
audit work examining Federal Government oversight of, and interaction with, the 
management of institutions such as American International Group, Inc. (“AIG”), 
General Motors Company (“GM”), Chrysler Holding LLC (“Chrysler”), and 
Citigroup, in which the Government has or is approaching majority owner status. 
The audit, which is being conducted jointly with the Government Accountability 
Office (“GAO”), will also examine the Federal National Mortgage Association 
(“Fannie Mae”) and the Federal Home Loan Mortgage Corporation (“Freddie 
Mac”), which are under Government conservatorship.
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Status	of	the	Federal	Government’s	Asset	Guarantee	Program	with	
Citigroup: This review, requested by Representative Alan Grayson, addresses a 
series of questions about the Government’s guarantee of certain Citigroup assets 
through the Asset Guarantee Program such as: the basis on which the decision 
was made to provide asset guarantees to Citigroup and the process for selecting 
the loans and securities to be guaranteed; the characteristics of the assets deemed 
acceptable for inclusion in the program and how those assets differed from other 
Citigroup assets;  whether adequate risk-management controls were in place to 
mitigate the risks to the taxpayer; and what safeguards existed to protect taxpayer 
interests and what the losses were on the portfolio.

CPP	Applications	Receiving	Conditional	Approval:	This audit examines 
those CPP applications that received preliminary approval from the Treasury 
Investment Committee conditioned upon the institutions meeting certain require-
ments before funds were disbursed. One example was The Colonial BancGroup 
(“Colonial”), which received CPP approval for $553 million conditioned on 
Colonial raising $300 million in private capital. (As discussed in the January 2010 
Quarterly Report, SIGTARP’s Investigations Division executed a search warrant of 
Colonial’s offices in Florida, and Colonial, now shut down, has announced it is the 
subject of an ongoing criminal investigation.) The audit will assess the basis for the 
decision to grant such conditional approvals and the bank regulators’ role in such 
decisions; whether and how timeframes are established for meeting such condi-
tions; and whether internal controls are in place to ensure that the conditions are 
met before funds are disbursed.

Selection	of	Asset	Managers	for	the	Legacy	Securities	Program:	This audit 
will examine the process Treasury followed to select fund managers to raise private 
capital for joint investment programs with Treasury through the Public-Private 
Investment Program (“PPIP”). It will examine the criteria used by Treasury to se-
lect Public-Private Investment Fund (“PPIF”) managers and minority partners, and 
the extent to which Treasury consistently applied established criteria when select-
ing fund managers and small, veteran- , minority- , and women-owned businesses.

Internal	Controls	for	the	Legacy	Securities	Program: This audit will examine 
the internal controls in place for both Treasury and each of the PPIF managers for 
the Legacy Securities Program under PPIP. It will also assess the extent to which 
Treasury’s internal controls mitigate PPIF manager conflicts of interest and ensure 
overall program compliance.

Term	Asset-Backed	Securities	Loan	Facility	(“TALF”)	Collateral	Monitors’	
Valuation: This audit will examine the Federal Reserve’s valuation determinations 
used to issue loans under TALF. It will assess how the Federal Reserve made valu-
ation determinations, including the role of the collateral monitors, when making 
decisions regarding the eligibility of the collateral and the appropriateness of the 
requested loan amounts.



quarterly report to ConGress i april 20, 2010    27

Office	of	the	Special	Master	Decisions	on	Executive	Compensation: This 
audit will examine the Special Master’s decisions on executive compensation at 
firms receiving exceptional assistance from the Federal Government. This audit will 
assess the criteria used by the Special Master to evaluate executive compensation 
and whether the criteria were consistently applied.

CPP	Exit	Strategy:	This audit will examine the process that OFS and Federal 
banking regulators have established for banks to repay Treasury and exit CPP.

new audits underway
Over the past quarter, SIGTARP has announced two new audits on which work has 
begun:

Application	of	the	HAMP	Net	Present	Value	(“NPV”)	Test:	This audit, 
which will be conducted in response to a request from Senator Jeff Merkley and 
eight other Senators, will assess:

•	 whether the participating loan servicers are correctly applying the NPV test 
under the program

•	 the extent to which Treasury ensures that servicers are appropriately apply-
ing the NPV test per HAMP guidelines when assessing borrowers for program 
eligibility

•	 the procedures servicers follow to communicate to borrowers the reasons for 
NPV test failure, as well as to identify the full range of loss mitigation options 
available to such borrowers

Material	Loss	Review	of	United	Commercial	Bank:	SIGTARP is participat-
ing in a Material Loss Review of United Commercial Bank, based in San Francisco, 
with FDIC OIG. In November 2008, United Commercial Bank received $298.7 
million of TARP funds through CPP. On November 6, 2009, the California 
Department of Financial Institutions closed the bank and appointed FDIC as 
receiver. The objectives of the audit are: determining the causes of the financial 
institution’s failure and resulting material loss to the Deposit Insurance Fund; eval-
uating FDIC’s supervision of the institution; and determining whether the FDIC 
and Treasury followed applicable procedures in recommending the bank for CPP 
funding and in monitoring its compliance with the securities purchase agreement.

Materials related to SIGTARP’s audits, including the engagement letters de-
scribing the audits at the outset and the actual final audit reports, can be found on 
SIGTARP’s website, www.SIGTARP.gov. Specific recommendations from the audit 
released last quarter and an update on prior audit recommendations are discussed 
more fully in Section 4: “SIGTARP Recommendations” of this report.
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Communications with Congress
One of the primary functions of SIGTARP is to ensure that members of Congress 
are kept adequately and promptly informed of developments in TARP initiatives 
and of SIGTARP’s oversight activities. To fulfill that role, the Special Inspector 
General and his staff meet regularly with and brief members and Congressional 
staff. Over the past quarter:

•	 On January 22, 2010, Special Inspector General Barofsky testified before the 
House Committee on Oversight and Government Reform, during a hearing 
entitled, “The Federal Bailout of AIG.” The hearing focused on the Federal 
Government’s response to AIG’s collapse and on SIGTARP’s audit report on the 
decision to pay AIG’s credit default swap counterparties effectively at face value 
following AIG’s near-bankruptcy.

•	 On February 2 and 3, 2010, SIGTARP Chief of Staff Christy Romero pre-
sented open briefings for House and Senate staff. The focus of the briefing was 
SIGTARP’s January 2010 Quarterly Report, which included, in addition to the 
typical subjects covered, an overview of Federal Government support for the 
residential mortgage market.

•	 On March 25, 2010, Special Inspector General Barofsky testified before the 
House Committee on Oversight and Government Reform, during a hearing en-
titled, “Foreclosure Prevention: Is the Home Affordable Modification Program 
Preserving Homeownership?” The hearing focused on the execution and impact 
of Treasury’s foreclosure prevention efforts, with particular attention to HAMP, 
and featured the release of SIGTARP’s HAMP audit.

Copies of all the Special Inspector General’s written testimony, hearing tran-
scripts, and a variety of other materials associated with Congressional hearings 
since SIGTARP’s inception are posted at www.SIGTARP.gov/reports.

Constitutionality of the special master
On November 2, 2009, SIGTARP sent a letter to Treasury inquiring about the 
constitutionality of its appointment of the Special Master for TARP Executive 
Compensation, pursuant to the Interim Final Rule on TARP Standards for 
Compensation and Corporate Governance. On March 26, 2010, Treasury respond-
ed in a letter that set forth its arguments that the Special Master’s appointment is 
constitutional. SIGTARP has requested additional information from Treasury and 
is continuing to review the issue. 
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tHe sigtarp organiZation
From the day the Senate confirmed the Special Inspector General, SIGTARP has 
worked to build its organization through various complementary strategies, includ-
ing hiring experienced senior executives who can play multiple roles during the ear-
ly stages of the organization, leveraging the resources of other agencies, and, where 
appropriate and cost effective, obtaining services through SIGTARP’s contracting 
authority. Since the January 2010 Quarterly Report, SIGTARP has continued to 
make substantial progress in building its operation.

hiring
Each of SIGTARP’s divisions has continued the process of filling out its ranks. As 
of April 15, 2010, SIGTARP had 116 full-time personnel, including one detailee 
from another agency.

SIGTARP’s employees hail from many Federal agencies, including DOJ, the 
FBI, IRS-CI, the Air Force Office of Special Investigations, GAO, Department 
of Transportation, Department of Energy, HUD, the SEC, U.S. Secret Service, 
U.S. Postal Service, U.S. Army Criminal Investigation Command, Naval Criminal 
Investigative Service, Treasury-Office of the Inspector General, Department of 
Energy-Office of the Inspector General, Department of Transportation-Office 
of the Inspector General, Department of Homeland Security-Office of the 
Inspector General, FDIC OIG, Office of the Special Inspector General for Iraq 
Reconstruction, and HUD OIG. Hiring is ongoing, building to SIGTARP’s goal of 
approximately 160 full-time employees. The SIGTARP organizational chart, as of 
April 20, 2010, is included in Appendix I: “Organizational Chart.”

budget
SIGTARP was established pursuant to Section 121 of EESA. SIGTARP com-
menced operations on December 15, 2008, with the swearing in of the Special 
Inspector General. Section 121(j) of EESA, as amended, provided $50 million in 
initial operating funds to SIGTARP. In the late spring of 2009, SIGTARP deter-
mined that its initial operating funds would be expended during the second quarter 
of fiscal year 2010, and that an additional $28.3 million would be needed to fund 
operations throughout the fiscal year. In light of $15 million made available to 
SIGTARP by the Ensign-Boxer Amendment, which SIGTARP expects to spend 
over three years (i.e., $5 million per year), SIGTARP requested additional fiscal 
year 2010 funding of $23.3 million. On December 16, 2009, the President signed 
Public Law No. 111-117, the Consolidated Appropriations Act for 2010. The 
Appropriations Act, at Division C, Title 1, provided SIGTARP with the  
$23.3 million requested. SIGTARP’s budget as submitted in the fiscal year 
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2011 President’s budget request is $54.6 million. For a detailed breakdown of 
SIGTARP’s fiscal year 2011 budget, see Figure 1.1. 

physical and technical siGtarp infrastructure
SIGTARP occupies office space at 1801 L Street, NW, in Washington, D.C., the 
same office building in which most Treasury officials managing TARP are located. 
SIGTARP has begun to occupy a portion of its permanent quarters in that building 
while the renovation process is completed in the remainder. Primarily to facilitate 
investigative activities in those cities, SIGTARP has also opened a branch office 
at 290 Broadway in New York City, and is in the process of opening offices in Los 
Angeles and San Francisco. 

SIGTARP has a website, www.SIGTARP.gov, on which it posts all of its reports, 
testimony, audits, contracts, and more. Since its inception, SIGTARP’s website has 
had more than 42 million web “hits,” and there have been more than 2.4 million 
downloads of SIGTARP’s quarterly reports, which are available on the site.5

The website prominently features SIGTARP’s Hotline, which can also be  
accessed by phone at 877-SIG-2009 (877-744-2009).

SIGTARP FY 2011 PROPOSED BUDGET
$ Millions, percent of $54.6 Million

Personnel
$29.5

Advisory
$6.5

Rent, Services
$12.5

Transportation
$3.4

Other $2.7    4.9%

54.0%

11.9%

22.9%

6.2%

figUre 1.1
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This section summarizes the activities of the U.S. Department of the Treasury 
(“Treasury”) in its management of the Troubled Asset Relief Program (“TARP”). 
It includes a discussion of Treasury’s programs for homeowner relief under the 
Making Home Affordable initiative. Additionally, it outlines Treasury’s intended 
legislative proposal to remove $30 billion from TARP and re-appropriate it to fund 
a small-business lending program. This section also reviews TARP’s overall financ-
es, provides updates on established TARP programs, and gives the status of TARP 
executive compensation restrictions.

tarp fUnds Update
On October 3, 2008, Congress passed the Emergency Economic Stabilization Act 
of 2008 (“EESA”), which created TARP and appropriated $700 billion to “restore 
liquidity and stability to the financial system of the United States,” in the midst 
of a deepening economic crisis.6 On December 9, 2009, the Treasury Secretary 
extended EESA until October 3, 2010, to “enable [Treasury] to continue to imple-
ment programs that address housing markets and the needs of small businesses, 
and to maintain the capacity to respond to unforeseen threats.”7 The Treasury 
Secretary said TARP’s focus would shift to addressing the foreclosure crisis and 
small-business and community lending initiatives, and that it may increase Term 
Asset-Backed Securities Loan Facility (“TALF”) commitments. Subsequently, 
Treasury indicated that it planned to submit a legislative proposal to Congress that 
would transfer $30 billion from TARP “to a new program outside of TARP to sup-
port small-business lending.”8 That could reduce overall available TARP funding 
from its current level of $698.8 billion to $668.8 billion. 

finanCial overvieW of tarp
As of March 31, 2010, Treasury planned to allocate $537.1 billion of its $698.8 
billion TARP maximum to buy troubled assets as authorized by Congress in EESA.9 
Of this amount, Treasury plans TARP expenditures of approximately $496.8 billion 
(of which $382.2 billion had been disbursed) through 13 implemented programs 
to support U.S. financial institutions, companies, and individual mortgage bor-
rowers.10 The Administration also announced plans to launch the Community 
Development Capital Initiative (“CDCI”) and the non-TARP Small Business 
Lending Fund (“SBLF”) to help small businesses.11 These programs will leverage 
up to approximately $1 billion of TARP funds for capital infusions in Community 
Development Financial Institutions (“CDFIs”) and another $30 billion in commu-
nity banks.
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As of March 31, 2010, 77 TARP recipients had repaid all or a portion of their 
principal or repurchased shares, for a total of $180.8 billion returned to Treasury 
and a $5 billion reduction in Government exposure, leaving $387.8 billion, or 
55.5% of TARP’s allocated $698.8 billion, available for distribution.12 Figure 2.1 
provides a snapshot of the cumulative expenditures, repayments, and exposure 
reductions as of March 31, 2010.

Treasury also collected interest and dividends on its investments, as well as 
revenue from the sale of its warrants, all of which goes toward offsetting increases 
in the Federal deficit and cannot be re-issued by Treasury.13 

As of March 31, 2010, the Government received $14.5 billion in interest, divi-
dends, and other income and $5.6 billion in proceeds from the sale of warrants and 
preferred stock received as a result of exercised warrants.14 As of March 31, 2010, 
$311 billion of the $496.8 billion planned TARP expenditures were outstanding 
(i.e., had not been repaid or repurchased).15 Moreover, Treasury’s new plans to bol-
ster small-business lending and help small businesses, for which Treasury has not 
finalized the funding source or amount associated with the programs, may increase 
TARP expenditures. 

Most outstanding TARP funds are in the form of equity ownership in troubled, 
or previously troubled, companies. Treasury (and therefore taxpayers) remain share-
holders in the companies that have not yet paid back the Government. Treasury’s 
equity ownership is largely in two forms — common and preferred stock — and it 
has also received senior subordinated debentures.

TARP consists of 13 programs, all of which have been implemented. Of these 
programs, six are already closed or winding down: the Capital Purchase Program 
(“CPP”), the Capital Assistance Program (“CAP”), the Targeted Investment 
Program (“TIP”), the Asset Guarantee Program (“AGP”), the Auto Supplier Support 
Program (“ASSP”), and the Auto Warranty Commitment Program (“AWCP”). The 
13 programs fall into 4 categories, depending on the type of assistance offered:

figUre 2.1 

CUMULATIVE PLANNED TARP 
EXPENDITURES, REPAYMENTS, 
AND REDUCTIONS IN EXPOSURE 
AS OF 3/31/2010
$ Billions

Notes: Numbers affected by rounding. The “planned 
expenditures” referenced throughout this report represent the 
funds Treasury currently plans to expend for each program, 
and a majority of those are committed funds (e.g., signed 
agreements with TARP fund recipients).
a Treasury experienced a $2.3 billion loss on some 

investments under the Capital Purchase Program (“CPP”) .
b Repayments include $135.8 billion for CPP, $40 billion for 

the Targeted Investment Program, $4.6 billion for Auto 
Programs, and a $5 billion reduction in exposure under the 
Asset Guarantee Program. 

Sources: Treasury, Transactions Report, 4/2/2010; Treasury, 
response to SIGTARP data call, 4/12/2010.

Total TARP 
Available

TARP 
Balance 
Remaining

TARP 
Repayments
and 
Reductions 
in Exposureb

Planned TARP 
Expendituresa

$185.8

$387.8

$698.8

$496.8

Warrant: the right, but not the obligation, 
to purchase a certain number of shares of 
common stock at a fixed price. because 
warrants rise in value as the company’s 
share price rises, treasury (and the tax-
payer) can benefit from a firm’s potential 
recovery.

Common stock: equity ownership entitling 
an individual to share in corporate earnings 
and voting rights.

preferred stock: equity ownership that usually 
pays a fixed dividend prior to distributions for 
common stock owners but only after pay-
ments due to holders of debt and depositors. 
it typically confers no voting rights. preferred 
stock also has priority over common stock 
in the distribution of assets when a bankrupt 
company is liquidated.

senior subordinated debenture: a sub-
ordinated debenture is a debt instrument 
ranking below senior debt but above 
equity with regard to investors’ claims 
on company assets or earnings. senior 
debt holders are paid in full before sub-
ordinated debt holders are paid. there 
may be additional distinctions of priority 
among subordinated debt holders. Cpp 
invests in senior subordinated debt. 
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•	 Homeowner	Support	Program	— This program and its initiatives were de-
signed to help homeowners facing difficulty paying their mortgages by subsidiz-
ing loan modifications, loan servicer costs, and potential equity declines.

•	 Financial	Institution	Support	Programs	— These programs share a common, 
stated goal of stabilizing the financial markets to avoid disruption and provide 
for a healthy economy.

•	 Asset	Support	Programs — These programs attempt to support asset values 
and liquidity in the market by providing funding to certain holders or purchasers 
of assets.

•	 Automotive	Industry	Support	Programs — These programs were intended 
to stabilize the American automotive industry, promoting market stability and a 
vigorous economy.

Figure 2.2 provides a breakdown showing how TARP funding is distributed 
between the four categories of programs.

Homeowner support program
This program and its initiatives strive to help homeowners and financial institutions 
holding troubled housing-related assets.

•	 Making	Home	Affordable	(“MHA”)	Program	— According to Treasury, this 
foreclosure mitigation effort should “help bring relief to responsible homeown-
ers struggling to make their mortgage payments while preventing neighborhoods 
and communities from suffering the negative spillover effects of foreclosure, 
such as lower housing prices, increased crime, and higher taxes.”16 MHA has 
three major components, only one of which involves TARP funds: the Home 
Affordable Modification Program (“HAMP”). HAMP helps homeowners with 
mortgage modifications and foreclosure prevention efforts. Treasury allocated 
up to $50 billion of TARP money for this $75 billion program.17 As of March 31, 
2010, HAMP had expended $39.9 billion in TARP funds and disbursed $90.9 
million in incentives on 65,482 permanent modifications offered by servicers.18 
See the “Making Home Affordable” discussion in this section for more detailed 
information.

Financial Institution support programs
To date, Treasury has primarily invested capital directly in the financial institutions 
it has aided. Financial institutions, for TARP purposes, include banks, bank hold-
ing companies, and, if deemed critical to the financial system, certain systemically 
significant institutions.

FIguRe 2.2

Systemically Significant: a term used 
for any financial institution whose 
failure would impose significant losses 
on creditors and counterparties, call 
into question the financial strength of 
similar institutions, disrupt financial 
markets, raise borrowing costs for 
households and businesses, and re-
duce household wealth (also commonly 
used to describe institutions known as 
“too big to fail”).

Warrant: the right, but not the obligation, 
to purchase a certain number of shares of 
common stock at a fixed price. Because 
warrants rise in value as the company’s 
share price rises, treasury (and the tax-
payer) can benefit from a firm’s potential 
recovery.

Common Stock: equity ownership entitling 
an individual to share in corporate earnings 
and voting rights.

Preferred Stock: equity ownership that usually 
pays a fixed dividend prior to distributions for 
common stock owners but only after pay-
ments due to holders of debt and depositors. 
It typically confers no voting rights. Preferred 
stock also has priority over common stock 
in the distribution of assets when a bankrupt 
company is liquidated.

Senior Subordinated Debenture: a sub-
ordinated debenture is a debt instrument 
ranking below senior debt but above 
equity with regard to investors’ claims 
on company assets or earnings. Senior 
debt holders are paid in full before sub-
ordinated debt holders are paid. there 
may be additional distinctions of priority 
among subordinated debt holders. CPP 
invests in senior subordinated debt. 

Planned Expenditures Outstanding 
Repayments and Reductions in Exposure

0
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PLANNED TARP EXPENDITURES 
OUTSTANDING, REPAYMENTS, AND 
REDUCTIONS IN EXPOSURE BY 
SUPPORT CATEGORY, 
AS OF 3/31/2010
$ Billions 

Notes: Numbers affected by rounding. The “planned 
expenditures” referenced throughout this report represent the 
funds Treasury currently plans to expend for each program, and a 
majority of those are committed funds (e.g., signed agreements 
with TARP fund recipients).
a Includes MHA.
b Includes CPP, CDCI, SSFI, TIP, and AGP. Repayments include 
$135.8 billion for CPP, $40 billion for TIP, and a $5 billion 
reduction in exposure under AGP. 

c Includes TALF, PPIP, and UCSB.  
d Includes AIFP, ASSP, and AWCP. Repayments include 
$3.5 billion for AIFP, $413 million for ASSP, and $642 million for 
AWCP.

Sources: Treasury, Transactions Report, 4/2/2010; Treasury, 
response to SIGTARP data call, 4/12/2010.

$139.9

$180.8

$50.9
$80.2

$39.9

$4.6
$0.4
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•	 Capital	Purchase	Program	(“CPP”) — Under CPP, Treasury directly purchas-
es preferred stock or subordinated debentures in qualifying financial institutions 
(“QFIs”). Treasury created CPP to provide funds to “stabilize and strengthen the 
U.S. financial system by increasing the capital base of an array of healthy, viable 
institutions, enabling them [to] lend to consumers and business[es].”19 Treasury 
invested $204.9 billion in 707 institutions through CPP, and $135.8 billion has 
been repaid as of March 31, 2010.20 CPP closed December 29, 2009, and will 
not disburse any new funds.21 See the “Capital Purchase Program” discussion in 
this section for more detailed information.

•	 Community	Development	Capital	Initiative	(“CDCI”) — Under CDCI, 
TARP money is used to purchase preferred stock in Community Development 
Financial Institutions (“CDFIs”). Treasury created CDCI to “improve access to 
credit for small businesses.”22 Through March 31, 2010, Treasury had not be-
gun investing through CDCI.23 The deadline for applications under the program 
was extended to April 30, 2010.24

•	 Small	Business	Lending	Fund	(“SBLF”)	— Treasury intends to propose legis-
lation to redirect $30 billion of TARP funding to create a new program outside 
TARP to stimulate small-business lending. Under SBLF, Treasury would give 
small banks capital in return for preferred shares in a manner similar to CPP 
and CDCI. See the “Small Business Lending Fund” discussion in this section 
for more detailed information.

•	 Systemically	Significant	Failing	Institutions	(“SSFI”)	Program/AIG	
Investment	Program	— The SSFI program allowed Treasury to invest in sys-
temically significant institutions to prevent them from failing.25 Through March 
31, 2010, only one firm received assistance under SSFI: American International 
Group, Inc. (“AIG”). There were two TARP-AIG transactions: on November 25, 
2008, Treasury bought $40 billion of AIG’s preferred stock to repay a portion of 
AIG’s debt to the Federal Reserve; and, on April 17, 2009, Treasury committed 
approximately $29.8 billion to an equity capital facility on which AIG can draw, 
as needed.26 As of March 31, 2010, AIG had drawn down $7.5 billion of the fa-
cility and had not repaid any TARP funds, leading to total outstanding TARP as-
sistance of $47.5 billion.27 See the “Systemically Significant Failing Institutions” 
portion of this section for a detailed discussion of the AIG transactions.

•	 Targeted	Investment	Program	(“TIP”) — Through TIP, Treasury helped 
financial institutions it deemed critical to the financial system.28 There were two 
expenditures under this program totaling $40 billion — the purchase of $20 
billion worth of senior preferred stock in both Citigroup and Bank of America 
Corporation (“Bank of America”).29 Treasury also accepted warrants of com-
mon stock from both. Because both Citigroup and Bank of America fully repaid 
Treasury for those investments, TIP is effectively closed. Treasury auctioned its 

Community development financial insti-
tutions (“Cdfis”): financial institutions 
eligible for treasury funding to serve a 
targeted demographic under the Cdfi 
fund. Cdfis were created in 1994 by 
the riegle Community development 
and regulatory improvement act.

senior preferred stock: shares that 
give the stockholder priority dividend 
and liquidation claims over junior pre-
ferred and common stockholders.
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Bank of America warrants March 3, 2010, but still holds its Citigroup warrants. 
See the “Targeted Investment Program and Asset Guarantee Program” portion 
of this section for more information on these two transactions. See the “Capital 
Purchase Program” discussion in this section for a more detailed description of 
Treasury’s sale of the warrants it received from Bank of America as part of TIP.

•	 Asset	Guarantee	Program	(“AGP”)	— AGP was designed to provide insur-
ance-like protection on a select pool of mortgage-related or similar assets held 
by participants whose portfolios of distressed or illiquid assets threatened mar-
ket confidence.30 Treasury, the Federal Deposit Insurance Corporation (“FDIC”), 
and the Federal Reserve offered certain loss protections with respect to $301 
billion in troubled Citigroup assets.31 On December 23, 2009, in connection 
with Citigroup’s repayment of Treasury’s TIP investment, the bank and the 
Government terminated the AGP agreement. The Government made no pay-
ments and retained $5.2 billion of preferred shares to compensate it for the pro-
tection that AGP extended (approximately $4 billion of which went to Treasury). 
Subsequently, Treasury converted its preferred shares to trust preferred securi-
ties on a dollar-for-dollar basis and later agreed to cancel $1.8 billion of its $4 
billion in trust preferred securities.32 See the “Targeted Investment Program and 
Asset Guarantee Program” discussion in this section for more information on 
this program.

asset support programs
The purpose of these programs is to support the liquidity and market value of assets 
owned by financial institutions. These assets may include various classes of asset-
backed securities (“ABS”) and several types of loans. Treasury’s asset support pro-
grams seek to bolster the balance sheets of financial firms and help free up capital 
so that these firms can extend more credit to support the U.S. economy.

•	 Term	Asset-Backed	Securities	Loan	Facility	(“TALF”)	— TALF was origi-
nally designed to increase the credit available for consumer and small-business 
loans through a TARP-backed Federal Reserve loan program. TALF provides 
non-recourse loans to investors secured by certain types of ABS, including credit 
card receivables, auto loans, equipment loans, student loans, floor plan loans, 
insurance-premium finance loans, loans guaranteed by the Small Business 
Administration (“SBA”), residential mortgage servicing advances, and commer-
cial mortgage-backed securities (“CMBS”). Treasury estimates using up to $20 
billion of TARP funds to support this program in the form of loss protection to 
the loans extended by the Federal Reserve Bank of New York (“FRBNY”).33 As 
of March 31, 2010, FRBNY had facilitated 13 TALF subscriptions of non-
mortgage-related ABS, totaling approximately $58 billion, with $36.9 billion of 
TALF borrowings outstanding.34 As of March 31, 2010, FRBNY had conducted 

Illiquid assets: assets that cannot be 
quickly converted to cash.

trust Preferred Securities: Securities 
that have both equity and debt charac-
teristics created by establishing a trust 
and issuing debt to it.

asset-Backed Securities (“aBS”): Bonds 
backed by a portfolio of non-mortgage 
consumer or corporate loans, e.g., 
credit card, auto, or small-business 
loans. Financial companies typically 
issue aBS backed by existing loans 
in order to fund new loans for their 
customers.

Commercial Mortgage-Backed Securi-
ties (“CMBS”): a type of bond backed 
by one or more mortgages on commer-
cial real estate (e.g., office buildings, 
rental apartments, hotels) rather than 
by residential real estate loans. 
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10 CMBS subscriptions totaling $12 billion, with $10.3 billion in loans out-
standing.35 On March 31, 2010, TALF was closed to all but non-recourse loans 
backed by newly issued CMBS. It is scheduled to close completely in June. 
“Term Asset-Backed Securities Loan Facility,” later in this section, provides more 
information on these activities.

•	 Public-Private	Investment	Program	(“PPIP”)	— PPIP’s goal was to thaw 
frozen credit markets by purchasing legacy assets, e.g., CMBS and residential 
mortgage-backed securities (“RMBS”).36 Under the program, Public-Private 
Investment Funds (“PPIFs”) buy real estate-related securities. The PPIFs were 
operated by nine fund managers, eight of which remain, and can receive up to 
a total of $30 billion of debt and equity financing from TARP.37 See the “Public-
Private Investment Program” discussion later in this section for details about the 
program structure and fund manager terms.

•	 Unlocking	Credit	for	Small	Businesses	(“UCSB”)/Small	Business	
Administration	Loan	Support	Initiative	— In March 2009, Treasury officials 
said they would buy up to $15 billion in securities backed by SBA loans under 
UCSB.38 On March 2, 2010, Treasury entered into an agreement with Coastal 
Securities Inc. (“Coastal”) as the sole pool assembler participating to date in the 
UCSB program. Under the agreement, Earnest Partners, on behalf of Treasury, 
can anonymously purchase SBA pool certificates from Coastal.39 Treasury 
reduced its commitment under this program to $1.0 billion in TARP funding, 
and has made initial purchases of $21.4 million in securities. See the discussion 
of “Unlocking Credit for Small Businesses/Small Business Administration Loan 
Support” in this section for more information on the program.

automotive industry financing program (“aifp”)
TARP’s automotive industry support aimed to “prevent a significant disruption of 
the American automotive industry, which would pose a systemic risk to financial 
market stability and have a negative effect on the economy of the United States.”40 

Treasury made emergency loans to Chrysler, Chrysler Financial Services 
Americas LLC (“Chrysler Financial”), and General Motors Corporation (“GM”). 
Additionally, Treasury bought senior preferred stock from GMAC Inc. (“GMAC”) 
and provided assistance to Chrysler and GM during their restructuring under bank-
ruptcy. As of March 31, 2010, $84.8 billion in AIFP investments were committed, 
$4.6 billion of which was repaid. Treasury received a 9.9% equity stake in New 
Chrysler (an amount that could be diluted should certain performance metrics be 
reached), and a 61% equity stake in New GM (an amount that could be diluted 
should GM’s bondholders exercise their warrants). See “Automotive Industry 
Financing Program” later in this section for a detailed discussion of these compa-
nies. AIFP also included two subprograms:

legacy assets: Commonly called 
troubled or toxic assets, these are 
real estate-related loans and securities 
issued before the financial crisis that 
remain on financial institutions’ balance 
sheets. legacy assets lost significant 
value at the onset of the crisis and 
were difficult to price because of mar-
ket disruption.

residential Mortgage-backed securi-
ties (“rMbs”): a type of bond backed 
by a pool of mortgages for residential 
real estate (e.g., home mortgages 
for residences occupied by up to four 
families) rather than by commercial real 
estate loans.

sba pool Certificate: an ownership 
interest in a bond backed by sba-
guaranteed loans. 
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•	 Auto	Supplier	Support	Program	(“ASSP”)	— This subprogram’s purpose was 
to provide “[auto] suppliers with the confidence they need to continue shipping 
their parts and the support they need to help access loans to pay their employ-
ees and continue their operations.”41 By March 31, 2010, its original allocation 
of $5.0 billion was reduced to $3.5 billion — $1.0 billion for Chrysler and $2.5 
billion for GM.42 After emerging from bankruptcy, the automakers assumed the 
debts associated with ASSP.43 By March 31, 2010, ASSP recipients repaid all 
$413 million actually disbursed under the program; $290 million from GM and 
$123 million from Chrysler, plus interest. The program terminated on April 5, 
2010, for GM and April 7, 2010, for Chrysler.44 See “Auto Supplier Support 
Program” in this section for more information.

•	 Auto	Warranty	Commitment	Program	(“AWCP”)	— The AWCP subprogram 
was designed to bolster consumer confidence by guaranteeing Chrysler and 
GM vehicle warranties during the period of uncertainty surrounding the GM 
and Chrysler bankruptcies. It ended in July 2009 after Chrysler fully repaid its 
AWCP loan with interest and GM repaid just the principal.45

The following figures and tables provide a status summary on TARP and TARP-
related initiatives:

•	 total potential funds subject to SIGTARP oversight as of March 31, 2010 (Table 
2.1)

•	 planned programmatic expenditures as of March 31, 2010 (Table 2.2)
•	 planned programmatic cumulative expenditures (Figure 2.3)
•	 planned expenditures outstanding, repayments, and reductions in exposure, by 

program, as of March 31, 2010 (Figure 2.4)
•	 summary of TARP terms and agreements (Table 2.3 and Table 2.4)
•	 summary of largest warrant positions held by Treasury, by program, as of March 

31, 2010 (Table 2.5)
•	 summary of dividends, interest payments, and distributions received, by pro-

gram, as of March 31, 2010 (Table 2.6)

For a reporting of all purchases, obligations, expenditures, and revenues of TARP, 
see Appendix C: “Reporting Requirements.”

For more information on AWCP, see 
SIGTARP’s October 2009 Quarterly Report, 
page 91.
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total potential funds subJeCt to siGtarp oversiGht, as of 3/31/2010 ($ billions)

program brief description or participant
total potential  

funding ($)

potential  
tarp  

funding ($)a

Capital purchase program (“Cpp”)  
Closed

investments in 707 banks to date; received $135.8 billion in capital 
repayments 

$204.9
($135.8)

$204.9
($135.8)

automotive industry financing program 
(“aifp”)

gM, Chrysler, gMaC, Chrysler financial; received $3.6 billion in loan 
repayments 

80.7
(3.6)

80.7
(3.6)

auto suppliers support program (“assp”) 
Closed

government-backed protection for auto parts suppliers 3.5b

(0.4)
3.5b

(0.4)

auto Warranty Commitment program 
(“aWCp”) Closed

government-backed protection for warranties of cars sold during the 
gM and Chrysler bankruptcy restructuring periods.

0.6
(0.6)

0.6
(0.6)

Unlocking Credit for small businesses 
(“UCsb”)

purchase of securities backed by sba loans 1.0 1.0

systemically significant failing institutions 
(“ssfi”)/ aig investment program

aig investment 69.8a 69.8a

targeted investment program (“tip”)  
Closed

Citigroup, bank of america investments 40.0
(40.0)

40.0
(40.0)

asset guarantee program (“agp”) Closed Citigroup, ring-fence asset guarantee 301.0
(301.0)

5.0
(5.0)

term asset-backed securities loan facility 
(“talf”)

frbnY non-recourse loans for purchase of asset-backed securities 200.0 20.0d

Making Home affordable (“MHa”) program Modification of mortgage loans 75.0d 50.0 

Community development Capital initiative 
(“CdCi”)

investments in Community development financial institutions (“Cdfis”) 1.0 1.0

public-private investment program (“ppip”) disposition of legacy assets; legacy securities program  40.0
(0.4)

30.4
(0.4)

small business lending fund investments in small community banks — potentially tarp funding 30.0c 30.0c

new programs, or funds remaining for 
existing programs

Capacity to respond if financial conditions worsen and threaten 
economy

347.7 347.7

totale $913.8 $698.8
notes: numbers affected by rounding. 
a actual tarp expenditures as of 3/31/2010.
b treasury’s original commitment under this program was $5 billion, it was but subsequently reduced to $3.5 billion effective 7/1/2009. 
c treasury intends to propose legislation that would rescind $30 billion in tarp funds for support to small community banks. 
d $75 billion is for mortgage modification. 
e according to treasury, tarp expenditures are not expected to exceed $537.1 billion.

sources: treasury, office of financial stability, Chief of Compliance and Cfo, sigtarp interview, 3/30/2009; treasury, Transactions Report, 4/2/2010, www.financialstability.gov/docs/transaction-
reports/4-2-10%20transactions%20report%20as%20of%203-31-10.pdf, accessed 4/2/2010; treasury, response to sigtarp data call, 4/12/2010; treasury, “auto supplier support program: stabilizing 
the auto industry in a time of Crisis,” 3/19/2009, www.treas.gov/press/releases/docs/supplier_support_program_3_18.pdf, accessed 3/19/2009; treasury, “treasury, federal reserve, and fdiC provide 
assistance to bank of america,” 1/16/2009, www.treas.gov/press/releases/hp1356.htm, accessed 1/16/2009; treasury press release, “U.s. government finalizes terms of Citi guarantee announced in 
november,” 1/16/2009, www.financialstability.gov/latest/hp1358.html, accessed 6/8/2009; treasury, “financial stability plan fact sheet,” 2/10/2009, www.financialstability.gov/docs/fact-sheet.pdf, ac-
cessed 6/8/2009; treasury, “Making Home affordable: Updated detailed program description,” 3/4/2009, www.treas.gov/press/releases/reports/housing_fact_sheet.pdf, accessed 6/10/2009; treasury, 
“public-private investment program,” 4/6/2009, www.financialstability.gov/roadtostability/publicprivatefund.html, accessed 6/9/2009.

table 2.1
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table 2.2

eXpenditure levels by proGram, as of 3/31/2010 ($ billions)

 amount percent (%)      
authorized Under eesa $700.0 
   released immediately $250.0 35.8%
   released Under presidential Certificate of need  100.0 14.3%
   released Under presidential Certificate of need &  
     resolution to disapprove failed  350.0 50.1%

Helping families save their Homes act of 2009  (1.2) -0.2%
total released $698.8 100.0%

less: expenditures by treasury under tarpa
 planned  

expenditure 

planned  
expenditure as 
% of released

 repaid/
reduced 
exposure  outstanding section reference 

Capital purchase program (“Cpp”):
“financial institution  
support programs”   investments $204.9 29.3%

   repayments
Cpp total Gross $204.9 29.3% ($135.8) $69.1 

Community development Capital initiative (“CdCi”) $1.0 “financial institution  
support programs”

CdCi total  $1.0 0.1% — $1.0
systemically significant failing institutions (“ssfi”) program: “financial institution  

support programs”   american international group, inc. (“aig”) $69.8 10.0%
ssfi total $69.8 10.0% — $69.8 
targeted investment program (“tip”):

“financial institution  
support programs”

   bank of america Corporation $20.0 2.9%
   Citigroup  20.0 2.9%
   repayments
tip total $40.0 5.7% ($40.0)  — 
asset guarantee program (“agp”):

“financial institution  
support programs” 

   Citigroupb $5.0 0.7%
   repayments 

aGp total $5.0 0.7% ($5.0)  — 
term asset-backed securities loan facility (“talf”): “asset support  

programs”   talf llC $20.0 2.9%
talf total $20.0 2.9%  — $20.0 

Unlocking Credit for small businesses (“UCsb”) $1.0 0.1% “asset support  
programs”

uCsb total $1.0 0.1% — $1.0
automotive industry financing program (“aifp”):

“automotive industry  
support programs”

   general Motors Corporation (“gM”) $49.5 7.1%
   general Motors acceptance Corporation llC (“gMaC”)  17.2 2.5%
   Chrysler Holding llC  12.5 1.8%
   Chrysler financial services americas llCc  1.5 0.2%
   repayments
aifp total $80.7 11.6% ($3.6) $77.2 
automotive supplier support program (“assp”):

“automotive industry  
support programs”

   gM suppliers receivables llCd $2.5 0.4%
   Chrysler Holding llCd  1.0 0.1%
   repayments
assp total $3.5 0.5% ($0.4) $3.1 
automotive Warranty Commitment program (“aWCp”):

“automotive industry  
support programs”

   general Motors Corporation (“gM”) $0.4 0.1%
   Chrysler Holding llC  0.3 0.0%
   repayments
awCp total $0.6 0.1% ($0.6)  — 

Continued on next page.



speCial inspeCtor General i troUbled asset relief prograM42

eXpenditure levels by proGram, as of 3/31/2010 ($ billions) (Cont.)

planned  
expenditure

planned  
expenditure as 
% of released

repaid/
reduced 
exposure outstanding section reference

legacy securities public-private investment program 
(“ppip”):

“asset support programs”

invesco legacy securities Master fund, l.p. $3.7 0.5%
Wellington Management legacy securities ppif Master       

fund, lp  3.8 0.5%
alliancebernstein legacy securities Master fund, l.p.  3.3 0.5%
blackrock ppif, l.p.  3.7 0.5%
ag geCC ppif Master fund, l.p.  3.8 0.5%
rlJ Western asset public/private Master fund, l.p.              3.7 0.5%
Marathon legacy securities public-private investment 

partnership, l.p.  3.7 0.5%
oaktree ppip fund, l.p.  3.7 0.5%
repayments  

ppip total $30.0 4.3%  $(0.4) $30.0 
Making Home affordable (“MHa”):

“Homeowner support programs”

Countrywide Home loans servicing lp $8.1 1.2%
Wells fargo bank, na  7.1 1.0%
J.p.Morgan Chase bank, na  4.9 0.7%
oneWest bank  2.3 0.3%
gMaC Mortgage, inc.  2.1 0.3%
CitiMortgage, inc.  1.8 0.3%
litton loan servicing lp  1.6 0.2%
bank of america, na  1.6 0.2%
american Home Mortgage servicing, inc 1.6 0.2%
other financial institutions  8.8 1.3%

mha total $39.9 5.7%  — $39.9 
tarp expenditures subtotal $496.8 71.1%
tarp repayments/reductions in exposure subtotal ($185.8)
tarp outstanding subtotal $311.1 
balance remaining of total funds made available as 
of 3/31/2010

  
$387.8 

notes: numbers affected by rounding.     
a from a budgetary perspective, what treasury has committed to spend (e.g., signed agreements with tarp fund recipients).     
b treasury committed $5 billion to Citigroup under agp; however, the funding was conditional based on losses that could potentially be realized and may potentially never be expended. this amount was not an actual 
outlay of cash.     

c treasury’s $1.5 billion loan to Chrysler financial represents the maximum loan amount. the loan was incrementally funded until it reached the maximum amount of $1.5 billion on 4/9/2009. 
d represents a special purpose vehicle (“spv”) created by the manufacturer. balance represents the maximum loan amount, which will be funded incrementally. treasury’s original commitment under this program 
was $5 billion, but it was subsequently reduced to $3.5 billion effective 7/1/2009.     

     
sources: emergency economic stabilization act, p.l. 110-343, 10/3/2008; library of Congress, “a joint resolution relating to the disapproval of obligations under the emergency economic stabilization act of 
2008,” 1/15/2009, www.thomas.loc.gov, accessed 1/25/2009; Helping families save their Homes act of 2009, p.l. 111-22, 5/20/2009; treasury, Transactions Report, 4/2/2010; treasury, response to 
sigtarp data call, 4/12/2010.     
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figUre 2.3

PLANNED EXPENDITURES OUTSTANDING, BY PROGRAM, CUMULATIVE
$ Billions

CPP

Auto 
Programs

TIP
TALF
MHA
AGP
PPIP
UCSB
CDCI

CPP

TIP

$83.0d

SSFI$69.8

$0.0b
TALF$30.0
MHA$35.5
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1/31 2/28 3/3111/30 12/31 1/31 2/28 3/31 4/30 5/31 6/30 9/30 10/31 11/30 12/318/317/31

Auto 
Programs

$81.6c

Notes: Numbers affected by rounding. The “planned expenditures” referenced throughout this report represent the funds Treasury currently plans to expend for each program, and a majority of 
those are committed funds (e.g., signed agreements with TARP fund recipients).
a Treasury committed $5 billion to Citigroup under AGP; however, the funding was conditional based on losses that could potentially be realized and may potentially never be expended. This 
amount was not an actual outlay of cash. It was never disbursed and the agreement was terminated.   

b TIP funding of $40 billion had been repaid.
c Auto programs include AIFP, ASSP, and AWCP. The following auto-related funding had been repaid: $3.6 billion for AIFP, $0.6 billion for AWCP, and $413 million for ASSP.  
d CPP funding of $135.8 billion had been repaid.

Sources: Treasury, Transactions Report, 4/2/2010; Treasury, response to SIGTARP data call, 4/12/2010.

$0.0a

figUre 2.4

PLANNED EXPENDITURES 
OUTSTANDING, REPAYMENTS, 
AND REDUCTIONS IN EXPOSURE 
BY PROGRAM 
$ Billions, % of $496.8 Billion

Notes: Numbers affected by rounding. As of March 31, 2010. 
TIP and AGP are excluded. 
a As of 3/31/2010, $135.8 billion of CPP funding had been 
repaid.

b As of 3/31/2010, $4.6 billion  related to AIFP loans had been 
repaid (including $641 million for AWCP and $413 million for 
ASSP). 

Sources: Treasury, Transactions Report, 4/2/2010, 
www.�nancialstability.gov/docs/transaction-reports/4-2-
10%20Transactions%20Report%20as%20of%203-31-10.pdf, 
accessed 4/2/2010; Treasury, response to SIGTARP data call, 
4/12/2010. 
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debt aGreements
tarp  
program Company

date of 
agreement

Cost  
assigned

description of  
investment investment information

interest /  
dividends

term of  
agreement

Cpp — 
s-Corps

53 Qfis 1/14/2009a $0.5 billion senior 
subordinated 
securities

each Qfi may issue senior securities 
with an aggregate principal amount of 
1% – 3% of its risk-weighted assets,  
but not to exceed $25 billion.

7.7% for first 5 years;  
13.8% thereafter

30 years

senior 
subordinated 
security Warrants 
that are exercised 
immediately

treasury will receive warrants to 
purchase an amount equal to 5% of the 
senior securities purchased on the date 
of investment.

13.8% 30 years

aifp general 
Motors

12/31/2008 $19.8 billionb debt obligation  
with Warrants and  
additional note

this loan was funded incrementally;  
$4 billion funded on 12/31/2008,  
$5.4 billion funded on 1/21/2009, 
$4 billion funded on 2/17/2009. 
subsequently, this loan was then 
amended; $2 billion on 4/22/2009 
and $4 billion on 5/20/2009 (general 
advances). in addition, on 5/27/2009, 
$361 million was set aside in an spv for 
the aWCp (Warranty advances).

for general advances —  
(i) the greater of (a) 3- 
Month libor or (b) 2% 
plus (ii) 3%; for Warrant 
advances (i) the greater 
of (a) 3-Month libor for 
the related interest period 
or (b) 2% plus (ii) 3.5%

12/29/2011

aifp general 
Motors

1/16/2009 $0.9 billion debt obligation this loan was exchanged for a portion 
of gM’s common equity interest in gMaC 
llC on 5/29/2009. see table 2.4 for 
more information.

3-Month libor + 3% 1/16/2012

aifp Chrysler 1/2/2009c $4.8 billionb debt obligation  
with additional  
note

loan of $4 billion; additional note of 
$267 million (6.67% of the maximum 
loan amount). subsequently, this loan 
was then amended; $500 million on 
4/29/2009, this amount was never 
drawn and subsequentlly de-obligated 
(general advances). in addition, on 
4/29/2009, $280 million was set aside 
in spv for the aWCp, and this advance 
was repaid (Warrant advances).

for general advances —  
(i) the greater of (a) 
3-Month libor or (b) 2% 
plus (ii) 3%; for Warrant 
advances (i) the greater 
of (a) 3-Month libor for 
the related interest period 
or (b) 2% plus (ii) 3.5%

1/2/2012

aifp Chrysler 
financial

1/16/2009 $1.5 billion debt obligation  
with additional  
note

loan was funded incrementally at $100 
million per week until it reached the 
maximum amount of $1.5 billion on 
4/9/2009. additional note is $75 million 
(5% of total loan size), which vests 20% 
on closing and 20% on each anniversary 
of closing.

libor + 1% for first  
year 
libor + 1.5% for 
remaining years

1/16/2014

aifp Chrysler 5/1/2009 $3.8 billion debt obligation  
with additional  
note

loan of $3 billion committed to Chrysler 
for its bankruptcy period. subsequently, 
this loan was amended; $757 million 
was added on 5/20/2009. treasury 
funded $1.9 billion during bankruptcy 
period. the remaining amount will be 
de-obligated. 

(i) the greater of (a) 
3-Month eurodollar or  
(b) 2% plus (ii) 3.0%

9/30/2009, 
subject 
to certain 
conditions

table 2.3

Continued on next page.



quarterly report to ConGress i april 20, 2010    45

debt aGreements (Cont.)
tarp  
program Company

date of 
agreement

Cost  
assigned

description of  
investment investment information

interest /  
dividends

term of  
agreement

aifp Chrysler 5/27/2009 $6.6 billion debt obligation  
with additional 
note, equity 
interest

Commitment to new CarCo acquisition 
llC (renamed Chrysler group llC on or 
about 6/10/2009) of up to $6.6 billion. 
the total loan amount is up to  
$7.1 billion including $500 million 
of debt assumed from treasury’s 
1/2/2009 credit agreement with 
Chrysler Holding llC. the debt 
obligations are secured by a first 
priority lien on the assets of new CarCo 
acquisition llC (the company that 
purchased Chrysler llC’s assets in a  
sale pursuant to section 363 of the 
bankruptcy Code). 

for $2 billion: (i) the 
3-Month eurodollar rate, 
plus (ii) (a) 5% or, on  
loans extended past the 
original maturity date, 
(b) 6.5%. for $5.142 
billion note: (i) the 
3-Month eurodollar rate 
plus 7.91% and (ii) an 
additional $17 million in 
piK interest per quarter. 
for other notes: 3-Month 
eurodollar rate plus 
7.91%. 

for $2 
billion note: 
12/10/2011; 
provided 
that issuer 
may extend 
maturity for 
up to $400 
million of 
principal to 
6/10/2017.  
for other 
notes: 
6/10/2017.

aifp general 
Motors

6/3/2009, 
amended 
7/10/2009

$30.1 billion debt obligation  
with additional  
note

original $30.1 billion funded. amended 
loan documents provided that $986 
million of the original dip loan was left 
for the old gM. in addition $7.1 billion 
was assumed by new gM of which  
$0.4 billion was repaid resulting in  
$6.7 billion remaining outstanding.

originally, (i) the greater  
of (a) 3-Month eurodollar 
or (b) 2% plus (ii) 3.0%. 
for amounts assumed 
by new gM, the interest 
rates became (i) the 
greater of (a) 3-Month 
eurodollar or (b) 2% plus 
(ii) 5%

originally 
10/31/2009; 
for amounts 
assumed by 
new gM, June 
10, 2015, 
subject to 
acceleration.

assp gM  
supplier 
receivables 
llC

4/9/2009 $2.5 billion debt obligation  
with additional  
note

the original amount was $3.5 billion,  
but it was decreased permanently to 
$2.5 billion effective 7/1/2009.

(i) the greater of (a) libor  
for the related interest 
period or (b) two percent 
(2%) plus (ii) three and five-
tenths percent (3.5%)

4/9/2010

assp Chrysler 
receivables 
spv llC

4/9/2009 $1.0 billion debt obligation  
with additional  
note

the original amount was $1.5 billion,  
but it was decreased permanently to 
$1.0 billion effective 7/1/2009. 

(i) the greater of (a) libor  
for the related interest 
period or (b) two percent 
(2%) plus (ii) three and five-
tenths percent (3.5%)

4/9/2010

ppip all ppif 
Managers

“9/30/2009 
and later”

$20 billion debt obligation  
with contingent 
interest  
promissory  
note

each of the loans will be funded 
incrementally, upon demand by the fund 
manager.

libor + 1% the debt 
obligation for 
each fund 
matures at 
the earlier 
of the 
dissolution of 
the fund or 
10 years.

notes: numbers affected by rounding. 
a announcement date of Cpp s-Corporation term sheet.
b amount includes aWCp commitments.
c date from treasury’s 1/27/2009 Transaction Report. the security purchase agreement has a date of 12/31/2008.

sources: treasury, “loan and security agreement by and between general Motors Corporation as borrower and the United states department of treasury as lender dated as of december 31, 2008,” 
12/31/2008. treasury, “general Motors Corporation, indicative summary of terms for secured term loan facility,” 12/19/2008; treasury, “general Motors promissory note,” 1/16/2009; treasury, “loan 
and security agreement by and between Chrysler Holding llC as borrower and the United states department of treasury as lender dated as of december 31, 2008,” 12/31/2008; treasury, “Chrysler, 
indicative summary of terms for secured term loan facility,” 12/19/2008; treasury, “Chrysler lb receivables trust automotive industry financing program, secured term loan, summary of terms,” 
1/16/2009; ofs, response to sigtarp draft report, 1/30/2009; treasury, Transactions Report, 4/2/2010; treasury, response to sigtarp data call, 4/7/2010.
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equity aGreements (Cont.)
tarp 
program Company

date of  
agreement

Cost  
assigned

description of  
investment investment information dividends

term of  
agreement

Cpp –  
public 286 Qfis “10/14/2008a

and later” $200.1 billion
senior preferred equity 1-3% of risk-weighted assets, not to  

exceed $25 billion for each Qfi

“5% for first 
5 years, 9% 
thereafter”

perpetual

Common stock 
purchase Warrants 15% of senior preferred amount — Up to 10 years

Cpp –  
private 368 Qfis “11/17/2008b

and later” $4.0 billion

preferred equity 1-3% of risk-weighted assets, not to  
exceed $25 billion for each Qfi

“5% for first 
5 years, 9% 
thereafter”

perpetual

“preferred stock 
purchase Warrants 
that are exercised 
immediately”

5% of preferred amount 9% perpetual

ssfi  aig 4/17/2009 $41.6 billionc

non-Cumulative 
preferred equity

$41.6 billion aggregate liquidation 
preference 10% perpetual

Common stock 
purchase Warrants

2% of issued and outstanding 
common stock on investment date 
of 11/25/2008; the warrant was 
originally for 53,798,766 shares 
and had a $2.50 exercise price, but 
after the 6/30/2009 split, it is for 
2,689,938.30 shares and has an 
exercise price of $50.

— Up to 10 years

ssfi  aig 4/17/2009 $29.8 billiond

non-Cumulative 
preferred equity

Up to $29.8 billion aggregate 
liquidation preference. as of 
9/30/2009, the aggregate liquidation 
preference was $3.2 billion.

10% perpetual (life of the 
facility is 5 years)

Common stock 
purchase Warrants

150 common stock warrants 
outstanding; $0.00002 exercise price — Up to 10 years

tip Citigroup 12/31/2008 $20.0 billione

trust preferred 
securities $20 billion 8% perpetual

Warrants 10% of total preferred stock issued; 
$10.61 exercise price — Up to 10 years

aifp gMaC inc. 12/29/2008 $5.0 billion

Mandatorily Convertible 
preferred stockf $5 billion 9%

Converts to common 
equity interest after 
7 years

preferred stock 
purchase Warrants 
that are exercised 
immediately

5% of original preferred amount 9%
Converts to common 
equity interest after 
7 years

aifp gMaC inc. 5/21/2009 $7.5 billion

Mandatorily Convertible 
preferred stockg $4.5 billion 9%

Converts to common 
equity interest after 
7 years

preferred stock 
purchase Warrants 
that are exercised 
immediately

5% of original preferred amount 9%
Converts to common 
equity interest after 
7 years

Common equity  
interestg $3.0 billion — perpetual

Continued on next page.

table 2.4
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equity aGreements (Cont.)
tarp 
program Company

date of  
agreement

Cost  
assigned

description of  
investment investment information dividends

term of  
agreement

aifp gMaC inc. 5/29/2009 $0.9 billion Common equity  
interest

this equity interest was obtained by 
exchanging a prior debt obligation 
with general Motors. see table 2.3 
for more information.

— perpetual

aifp gMaC inc. 12/30/2009 $2.5 billion

trust preferred 
securities $2.5 billion 8%

redeemable upon 
the repayment of the 
debenture

trust preferred  
purchase warrants 
that are exercised 
immediately

5% of trust preferred amount

aifp gMaC inc. 12/30/2009 $1.3 billion

Mandatorily Convertible 
preferred stock $1.3 billion 9%

Converts to common 
equity interest after 
7 years

preferred stock 
purchase Warrants 
that are exercised 
immediately

5% of preferred amount

agp Citigroup 12/23/2009 $2.2 billion trust preferred 
securities with warrants

ppip all ppif 
Managers

“9/30/2009 
and later”

$10.0 billion Membership interest  
in a partnership

each of the membership interests will 
be funded upon demand from the fund 
manager.

8 years with the 
possibility of 
extension for 2 
additional years.

notes: numbers affected by rounding. 
a announcement date of Cpp public term sheet. 
b announcement date of Cpp private term sheet. 
c aig exchanged treasury’s $40 billion investment in cumulative preferred stock (obtained on 11/25/2008) for non-cumulative preferred stock, effectively cancelling the original $40 billion investment. 
d the equity Capital facility was announced as a $30 billion commitment, but treasury reduced this amount by the value of the aigfp retention payment amount of $165 million. 
e Citigroup exchanged its $20 billion senior preferred equity (obtained on 12/31/2008) for trust preferred securities. 
f on december 30, 2009, treasury exchanged $5.25 billion of preferred stock, which it acquired on december 29, 2009, into mandatory convertible preferred stock (“MCp”).
g on december 30, 2009, treasury converted $3.0 billion of its existing MCp, which was invested in May 2009, into common equity. treasury’s equity ownership of gMaC increased from 35% to 56% because 
of this conversion.

sources: “tarp Capital purchase program agreement, senior preferred stock and Warrants, summary of senior preferred terms,” 10/14/2008; treasury, “tarp Capital purchase program agreement, (non-
public Qfis, excluding s Corps and Mutual organizations) preferred securities, summary of Warrant terms,” 11/17/2008; treasury, “securities purchase agreement dated as of november 25, 2008 between 
american international group, inc. and United states department of treasury,” 11/25/2008; treasury, “tarp aig ssfi investment, senior preferred stock and Warrant, summary of senior preferred terms,” 
11/25/2008; treasury, “securities purchase agreement dated as of January 15, 2009 between Citigroup, inc. and United states department of treasury,” 1/15/2009; treasury, “Citigroup, inc. summary of 
terms, eligible asset guarantee,” 11/23/2008; “securities purchase agreement dated as of January 15, 2009 between bank of america Corporation and United states department of treasury,” 1/15/2009; 
treasury, “bank of america summary of terms, preferred securities,” 1/16/2009; treasury, “gMaC llC automotive industry financing program, preferred Membership interests, summary of preferred 
terms,” 12/29/2008; treasury, Transactions Report, 4/2/2010; treasury, response to sigtarp data call, 4/7/2010.
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table 2.5

table 2.6

larGest positions in warrants held by treasury, by proGram, as of 3/31/2010

participant 
transaction 
date 

Current number  
of warrants  
outstanding

Current  
strike price

stock price  
as of 

3/31/2010 

“in” or 
“out”  

of “the  
money?”a

amount  
“in the money” 
or “out of the 
money” as of 

3/31/2010

Capital purchase program (“Cpp”):

Citigroup inc. 10/28/2008  210,084,034  $17.85  $4.05 oUt  ($13.80)

Wells fargo & Company 10/28/2008  110,261,688  $34.01  $31.12 oUt  ($2.89)

flagstar bancorp, inc. 1/30/2009  64,513,790  $0.62  $0.60 oUt  ($0.02)

Hartford financial services group, inc. 6/26/2009  52,093,973  $9.79  $28.42 in  $18.63 

systemically significant failing  
institutions (“ssfi”) program:

  aigb 11/25/2008  2,689,938  $50.00  $34.14 oUt  ($15.86)

  aigb 4/17/2009  150  $0.00  $34.14 in  $34.14 

targeted investment program (“tip”):

  Citigroup inc. 12/31/2008  188,501,414  $10.61 $4.05 oUt  ($6.56)

asset Guarantee program (“aGp”):

  Citigroup inc. 1/16/2009  66,531,728 $10.61 $4.05 oUt  ($6.56)
notes: numbers affected by rounding.  
a When a stock’s current price rises above the warrant’s strike price, it is considered “in the money.” otherwise, it is considered “out of the money.”
b all warrant and stock data for aig are based on the 6/30/2009 reverse stock split of 1 for 20.

sources: treasury, Transactions Report, 4/2/2010; treasury, response to sigtarp data call, 4/8/2010; Capital iQ, inc. (a division of standard & poor’s), www.capitaliq.com.

dividend, interest payments, and distributions by proGram ($ Millions)

dividends interest distributions total

agp $321,366,667 — — $321,366,667

aifpa,b 1,138,641,016 $583,820,931 — 1,722,461,947

assp — 14,874,984 — 14,874,984

Cpp 8,955,944,812 28,340,210 — 8,984,285,021

ppip — 9,671,733 $15,170,521 24,842,254

tip 3,004,444,444 — — 3,004,444,444

total $13,420,396,938 $636,707,858 $15,170,521 $14,072,275,317
notes: numbers affected by rounding. data as of 3/31/2010. these numbers were calculated using dividend and interest payments by 
tarp recipients provided by treasury on 3/31/2010. this information does not reconcile to the “tarp budget” provided by treasury on 
4/12/2010. distributions are investment proceeds from the ppif’s trading activities allocated to the partners, including treasury, not 
later than 30 days after the end of each quarter. 
a includes $13 million fee received as part of the popular exchange.
b includes aWCp.

source: treasury, response to sigtarp data call, 4/8/2010.
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Private-Label Mortgages: Loans that 
are not owned or guaranteed by  
Fannie Mae, Freddie Mac, or a Federal 
agency.

Short Sale: a sale of a home, typically 
for less than mortgage value, by which 
the borrower sells the home and the 
investor collects the sales proceeds 
as satisfaction of the unpaid mortgage 
balance, thus avoiding foreclosure (the 
costly legal process by which the inves-
tor would otherwise assume ownership 
of the home).

Deed-in-Lieu of Foreclosure: Instead of 
going through the process of foreclo-
sure, the borrower surrenders the deed 
to the home voluntarily to the investor, 
often as satisfaction of the unpaid 
mortgage balance.

Forbearance: a temporary postpone-
ment of loan payments approved by 
the servicer. Postponing the payments 
gives the borrower time to make up for 
missed payments that were caused by 
financial hardship.

HoMeowneRS SuPPoRt PRogRaM

Making Home affordable program
According to Treasury, “millions of workers have lost their jobs or had their hours 
cut, and are now struggling to stay current on their mortgage payments.”46 There 
were nearly 2.8 million foreclosures initiated in 2009, and 2010 forecasts are even 
higher.47 In response to this crisis, the Administration created the Making Home 
Affordable (“MHA”) program on February 18, 2009, to help struggling homeown-
ers reduce their monthly mortgages, thereby preventing avoidable foreclosures. 
With recently announced changes, MHA will be composed of several major initia-
tives: a loan modification program, a loan refinancing program, and additional sup-
port for reductions in mortgage principal for underwater borrowers.48 

TARP funds support MHA programs, including the largest component of MHA: 
the Home Affordable Modification Program (“HAMP”).49 According to Treasury, 
HAMP and the parallel programs at the Federal National Mortgage Association 
(“Fannie Mae”) and the Federal Home Loan Mortgage Corporation (“Freddie 
Mac”) together comprise a $75 billion initiative that will, among other things, lower 
homeowners’ monthly mortgage debt through incentive payments to loan servicers, 
borrowers, and loan holders (i.e., lenders or investors — referred to as investors in 
this section), and protect against further loss of collateral value.50 MHA now also 
includes foreclosure alternatives for those unable to complete a HAMP modifica-
tion. Of the $75 billion reserved for HAMP and parallel GSE programs, $50 billion 
will be funded through TARP and used largely to modify, write down or extinguish 
private-label mortgages. 

Of the $50 billion earmarked for TARP-funded mortgages, $10 billion is allo-
cated to the Home Price Decline Protection (“HPDP”) program, which is purport-
edly designed to “encourage additional [investor] participation and HAMP modi-
fications in areas with recent price declines by helping to offset any incremental 
collateral loss on modifications that do not succeed.”51 

Treasury allocated $5.7 billion to the Second Lien Modification Program 
(“2MP”), through which participating servicers must modify second-lien mortgages 
when a corresponding first lien is modified under HAMP. Treasury also allocated 
$4.6 billion for foreclosure alternatives under the Home Affordable Foreclosure 
Alternatives (“HAFA”) program, previously referred to as short-sales/deeds-in-lieu 
of foreclosure (“SS/DIL”).52

On March 26, 2010, Treasury announced several new efforts or program revi-
sions: temporary mortgage forbearance for unemployed homeowners; new guide-
lines for servicers to consider writing down principal on first mortgages greater 
than 115% of the home’s value; pay-for-performance incentives for borrowers and 
servicers who modify loans guaranteed by the Federal Housing Administration 

For more information on HPDP 
and HAFA, see SIGTARP’s October 
2009 Quarterly Report, page 97, and 
SIGTARP’s January 2010 Quarterly 
Report, page 98.
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(“FHA”); additional incentives to encourage full or partial write downs of second 
mortgages in conjunction with first-mortgage HAMP modifications; and increased 
incentives through HAFA.53 Treasury and HUD also jointly announced another 
new $14 billion HAMP-funded program for FHA refinancing of existing underwa-
ter first-lien mortgage loans.54 

With these expansions of MHA, Treasury expects to use the full $50 billion in 
TARP funding allocated.55 Before the changes, CBO estimated that, as of January 
31, 2010, the program would cost no more than $22 billion, compared to OMB’s 
estimated cost of $49 billion.56

TARP money is not used with respect to loans owned or guaranteed by two 
Government-sponsored enterprises (“GSEs”) Fannie Mae and Freddie Mac. 
Instead, Fannie Mae or Freddie Mac pays incentives from its operating funds. 
When HAMP was announced in February 2009, the Administration estimated that 
the GSEs would contribute up to $25 billion to modify GSE-owned or guaranteed 
mortgages.57

status of funds
As of March 31, 2010, Treasury had signed agreements with 115 loan  
servicers58 worth up to $39.9 billion.59 Of that $39.9 billion, $90.9 million was 
spent on incentives for 65,482 TARP-funded permanent modifications.60 Of that 
$90.9 million, approximately $68.4 million was used for incentive payments to 
servicers and $22.5 million went to investor payments.61 Because borrowers only 
receive incentive payments (applied directly as a reduction in principal) after they 
have participated in the program for at least a year, no payments toward borrowers’ 
principal reductions have been made.62 

The amounts allocated for servicer incentives are not immediately paid. Rather, 
each allocation is the maximum amount, or cap, Treasury approved for each ser-
vicer based on the servicer’s eligible loan portfolio. The average allocation was $347 
million.63 To date, the largest allocation is to Countrywide Home Loans Servicing 
LP, owned by Bank of America, which is eligible for up to $8.1 billion in TARP 
funds.64 Table 2.7 provides details regarding the five largest HAMP allocations as of 
March 31, 2010.

As of March 31, 2010, 1,008,873 active mortgages were modified permanently 
or on a trial basis. Of those, 227,922 were active permanent modifications and 
780,951 were trial modifications. A snapshot of HAMP modifications is shown in 
Table 2.8. The breakdown of incentive payments is shown in Table 2.9.

Underwater Mortgage: a situation in 
which a homeowner owes more on 
the mortgage than the home is worth, 
typically the result of a decline in the 
home’s value.

government-sponsored enterprises 
(“gses”): private corporations 
created and chartered by the  
government to reduce borrowing costs, 
the liabilities of which are not officially 
considered direct taxpayer obligations.

permanent Modification: Under HaMp, 
a permanent modification lasts five 
years, after which the interest rate can 
increase incrementally by up to 1% per 
year, capped at the 30-year conform-
ing fixed rate at the date of the initial 
modification.

trial Modification: Under HaMp, a trial 
modification is generally intended to 
last three months.
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hamp
According to Treasury, it designed HAMP “to help as many as three to four mil-
lion financially struggling homeowners avoid foreclosure by modifying loans to a 
level that is affordable for borrowers now and sustainable over the long term.”65 
The Administration envisions a “shared partnership” between the Government 
and investors to bring borrowers’ monthly payments down to an “affordable” level 
— defined as a 31% monthly mortgage payment ratio, which is the ratio of the bor-
rower’s monthly mortgage payment on the first lien to the borrower’s monthly gross 
income.

Under the existing program, the private-sector investor is responsible for all 
payment reductions necessary to bring a borrower’s monthly payment down to 
38% of the borrower’s monthly gross income. The additional reductions needed to 
bring the monthly payment down to a 31% ratio will be shared equally between the 
investor and the Government.66 Under the anticipated changes to the program, in 
addition to compensating lenders for the reduction of payments from a 38% to a 
31% monthly mortgage payment ratio, Treasury will also compensate lenders for 
reducing principal on certain underwater mortgages.67

hamp snapshot, as of 3/31/2010
number of HaMp trials started 
since program inception 1,166,925

active permanent Modifications 227,922

number of trial Modifications 
Cancelled 155,173

number of permanent 
Modifications Cancelled 2,879
notes: survey data provided by servicers. trial and permanent 
modifications as reported by the HaMp system of record.

source: treasury, “Making Home affordable program servicer 
performance report through March 2010,” no date,  
www.financialstability.gov/docs/report.pdf, accessed  
4/14/2010.

breakdown of inCentive payments, 
as of 3/31/2010 ($ Millions)

servicer incentive payment ($1,000) $65.5

servicer Current borrower incentive 
payment ($500) 2.9

investor Current borrower incentive 
payment ($1,500) 8.3

investor Monthly reduction Cost 
sharea 14.2

total $90.9
notes: numbers affected by rounding.
a investor monthly reduction cost share is considered an incentive  

payment.
 
source: treasury, response to sigtarp data call, 4/7/2010.

For more information on HAMP, see 
SIGTARP’s April 2009 Quarterly Report, 
page 114.

five larGest hamp fundinG alloCations, as of 3/31/2010 ($ billions) 

institution ultimate parent Company
adjusted  
funding Capa

Countrywide Home loans servicing lp bank of america Corporation $8.1

Wells fargo bank, na Wells fargo & Company 7.1b

J.p. Morgan Chase bank, na JpMorgan Chase & Co. 4.9

oneWest bank oneWest bank group, llC 2.3

gMaC Mortgage, inc. gMaC, inc. 2.1
notes: numbers affected by rounding.
a funding cap amounts represent the funding allocated to each institution. funds are not spent until successful completion of certain loan 
modification milestones.

b amount increased because of Wachovia’s merger with Wells fargo bank, na.

sources: treasury, Transactions Report, 4/2/2010; factiva website, http://fce.factiva.com/pcs/default.aspx, accessed 4/7/2010; 
Capital iQ, inc. (a division of standard & poor’s), www.capitaliq.com, accessed 4/7/2010.

table 2.7 table 2.8

table 2.9
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hamp documentation requirements
Under HAMP’s initial guidance, much of the paperwork borrowers had to submit 
in order to qualify for a permanent  modification was non-standardized, and did 
not have to be provided prior to the servicer initiating a trial modification, which 
could be offered based on unverified verbal information provided by the borrower.68 
Subsequently, on October 8, 2009, Treasury created a standard MHA request for 
modification and affidavit form (“RMA”), which incorporates a borrower’s income 
and expense information, a revised hardship affidavit, a fraud notice, and portions 
of the HAMP trial-period plan.69 On January 28, 2010, Treasury directed that ver-
bal trial modifications would no longer be permitted, and that full documentation 
be required for every trial modification offered after April 15, 2010.70 Thereafter, 
the servicer will need to receive the following documents, referred to as the “initial 
package:”71

•	 financial information from borrowers and co-borrowers, including the source of 
the hardship 

•	 signed and completed requests for tax return transcripts (or the most recent 
federal income tax return, including all schedules and forms)

•	 income verification documentation (employment income, unemployed benefits, 
rental income, etc.)

servicer performance report
The Administration released its first monthly servicer performance report on August 
4, 2009, to “document the number of struggling homeowners already helped 
under the [MHA] program, provide information on servicer performance and 
expand transparency around the initiative.”72 Beginning with the November report, 
representing HAMP activity through September 30, 2009, Treasury added certain 
loan-level data from servicers.73

overall performance 
Figure 2.5 shows the monthly increases in HAMP trial and permanent modifica-
tions started.

servicer metrics
Activity by the five servicers initiating the most permanent HAMP modifications is 
shown in Table 2.10. Figure 2.6 shows the trial and permanent modifications start-
ed by each servicer as a percentage of that servicer’s estimated eligible mortgages.
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top 5 hamp serviCers by number of permanent modifiCations 

servicer

estimated  
eligible  

mortgagesa

active  
trial  

modificationsb
permanent  

modifications

active trials and  
permanents as a  

share of estimated  
eligible mortgages

bank of america, nac 1,085,894 250,658 32,900 26%

J.p. Morgan Chase 
bank, nad 431,341 129,992 31,460 37%

Wells fargo bank, nad 378,480 114,918 30,014 38%

CitiMortgage, inc.e 246,582 92,597 22,455 47%

gMaC Mortgage, inc. 66,750 14,742 17,102 48%
notes:
a estimated eligible mortgages with 60+ day delinquencies are as of 2/28/2010.
b active trial and permanent modifications as reported into the HaMp system of record by servicers are as of 3/31/2010.
c bank of america, na includes bank of america, na, baC Home loans servicing lp, Home loan servicers and Wilshire Credit Corporation.
d J.p. Morgan Chase bank, na includes eMC Mortgage Corporation.
e Wells fargo bank, na includes a portion of the loans previously included in Wachovia Mortgage, fsb. 

source: treasury, “Making Home affordable program servicer performance report through March 2010,” no date,  
www.financialstability.gov/docs/report.pdf, accessed 4/14/2010.

TRIAL AND PERMANENT MODIFICATION TRACKER: 
TRIAL MODIFICATION STARTS AS A SHARE OF ESTIMATED 
ELIGIBLE MORTGAGES

Notes: Numbers affected by rounding. Treasury combines trial and permanent modi�cations when reporting the 
data shown above. Includes active trial and permanent modi�cations. March trials as a share of 60+ day 
delinquencies on 2/28/2010.

Source: Treasury, “Making Home Affordable Program Servicer Performance Report Through March 2010,” no date, 
www.�nancialstability.gov/docs/report.pdf, accessed 4/14/2010.
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mha update
During this quarter, Treasury introduced new MHA-related programs to help 
underwater and unemployed homeowners and provide pay-for-performance incen-
tives for modification of FHA-guaranteed loans. Treasury also enhanced HAMP 
borrower protections and offered increased incentives on second-lien modifications 
and foreclosure alternative programs. The changes are expected to be fully imple-
mented by fall.74 

assistance for unemployed homeowners
Under the new program, qualified homeowners who are otherwise HAMP eligible 
will receive temporary forbearance of a portion of their payments for a minimum of 
three and a maximum of six months.75 Participating servicers are required to offer 
assistance if the homeowner:76 

•	 is otherwise HAMP eligible
•	 can demonstrate that he or she is receiving unemployment insurance benefits
•	 requests temporary assistance within the first 90 days of delinquency

For qualifying homeowners, the mortgage payments will be adjusted to no more 
than a maximum of 31% of their monthly income, including their unemployment 
benefits.77 If a borrower becomes employed at any time during the forbearance 
period, the forbearance ends and he or she will be responsible for the difference 
between the scheduled payments and the lesser payments made during the modi-
fication. The terms of repayment for this difference will be negotiated between the 
servicer and the borrower and, according to Treasury, will likely result in either a 
short-term payment plan or a permanent forbearance that will not have to be paid 
back until the home is sold or the loan is fully repaid. If the period expires before 
the borrower gets a job, the homeowner might be eligible for HAMP foreclosure 
alternatives, such as HAFA.78 It is also possible that the borrower may qualify for a 
HAMP modification. 

The unpaid interest during the time of the borrower’s participation in the un-
employment forbearance program will be added to the total amount the borrower 
owes, reducing any equity the borrower may have had or increasing the amount 
of negative equity, forcing the loan even further underwater. In a press release an-
nouncing the program, Treasury stated that this program would result in “no cost 
to government or taxpayers.” However, Treasury officials informed SIGTARP that 
a planned increase in servicer incentive payments was designed in part to compen-
sate them for additional costs resulting from the program revisions, including the 
unemployment forbearance program.79 
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Unemployment Assistance Example
In 2005, Family A took out a 30-year 9% fixed $250,000 mortgage and earned 
$6,500 a month. The monthly mortgage payment was $2,012 per month.

Today, all of Family A has been out of work for two months and is using savings to 
stay current. They are collecting total unemployment benefits of $2,000 per month.

Temporarily, Family A’s mortgage will drop to 31% of its monthly unemployment 
income, reducing it by $1,380 per month while they look for new jobs. As shown in 
Table 2.11, a total of $8,280 in payments is thus postponed.

After six months of forbearance, all of Family A get jobs and resume paying 
$2,012 per month. The postponed amount is either repaid through a short-term 
plan or carried by the servicer as a long-term forbearance due when the loan is paid 
off. If Family A’s new jobs pay less or other financial hardship continues, it will be 
considered for HAMP. 

alternative principal write-down approach   
On March 26, 2010, Treasury released a broad outline for a significant revision to 
HAMP to encourage servicers and investors to write down principal on underwater 
loans. The Principal Forgiveness program is expected to be operational by the fall. 
To be considered for principal write-down, the borrower must be HAMP eligible 
and owe more than 115% of his or her home’s current value.80 For such borrowers, 

unemployment temporary assistanCe eXample
existing 

mortgage
six month temporary 

assistance 

balance $239,700 $239,700

remaining Years 26 26

interest rate 9.0% 9.0%

Monthly payment $2,012 $620

savings
$1,380 per month, for a total of $8,280 over six months. this amount must  
eventually be repaid by the borrower. the servicer will decide the disposition of  
the unpaid amount. 

note: numbers affected by rounding.

table 2.11
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the servicer must run two different Net Present Value (“NPV”) tests. The original 
NPV test calculates investor return if the mortgage is modified per standard HAMP 
procedure, which relies primarily on interest rate deductions as the first step in the 
modification process to reach a 31% debt-to-income ratio (“DTI”), followed by term 
extensions and, finally, forbearance. Next, the servicer would run a second NPV 
test putting principal reduction at the beginning of the procedure and calculating 
the return to investors if the mortgage is modified through principal reductions, 
including payments from Treasury.81 If the expected cash flow to the investor of 
a modification with principal forgiveness is both positive and greater than that 
from the original HAMP NPV test, servicers have the option of offering principal 
forgiveness. 

When forgiveness is offered in conjunction with HAMP, the investor will ini-
tially postpone, or forbear, the principal amount owed above 115% in order to bring 
monthly payments down to 31% of the borrower’s monthly mortgage payment ratio. 
For homeowners who remain current on their payments, one-third of the forborne 
amount is permanently forgiven every year for three years.82 

Investors will be compensated for a percentage of the dollar value of the prin-
cipal forgiven in the same three year increments. According to Treasury, incentives 
potentially range from 6 to 21 cents on the dollar, depending on the extent of the 
delinquency or the loan to value ratio.83 In addition, investors will still receive the 
regular incentive payments available through HAMP for reducing payments from 
38% to 31% of the borrower’s monthly mortgage payment ratio.  

Treasury will also require servicers to consider retroactively applying the ben-
efits of this program for homeowners who previously received HAMP modifications 
and remained current.84 

Table 2.12 indicates the schedule under which investors will be compensated to 
forgive principal. Although Treasury’s chart includes compensation for principal that 
is reduced below 115%, as of March 31, 2010, Treasury had not determined whether 
it would make incentive payments to investors to reduce principal below 115%. 
Similarly, Treasury has not determined whether it will compensate investors who 
decrease principal to a level that lowers borrowers’ monthly payments to less than a 
31% ratio.85 

According to Treasury, investors will be paid $0.06 per dollar of the unpaid prin-
cipal balance that were six months or more delinquent in the previous year.

Net present Value test: this test is 
used by the servicer to determine 
whether it will modify the mortgage, 
seek a foreclosure alternative or pursue 
foreclosure. the test compares inves-
tor returns if the mortgage is modified 
versus if nothing is done. if the result is 
positive, the investor would expect to 
receive a higher return from modifying 
the mortgage than from doing nothing.

incentives to investors for every dollar of loan principal reduced
reduction of principal 
(percentage) < 115 115 to 140 > 140

incentive amount $0.21 $0.15 $0.10
Note: treasury has not committed to funding incentives for write-downs below 115% of the mortgage’s value.

source: treasury, “making Home affordable program enhancements to offer more Help for Homeowners,” 3/26/2010,  
http://makinghomeaffordable.gov/docs/Hamp%20improvements_fact_%20sheet_032510%20fiNal2.pdf, accessed 3/26/2010.

table 2.12
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Example of a HAMP Modification with Alternative Principal Write-
Down Approach
In 2005, Family B took out a 30-year 9% fixed $250,000 mortgage and had month-
ly income of $6,500. The monthly mortgage payment was $2,012.

Since then, home prices have dropped nearly 30% and Family B’s home is only 
worth $180,000. A family member’s illness reduced its income to $4,000. 

Under HAMP, the servicer would first forbear principal to bring the loan down 
to 115% loan-to-value, or $207,000. This alone would not bring payments down to 
31% DTI, so the servicer would then drop the interest rate from 9% to 5.4%, result-
ing in a monthly payment of $1,240, representing 31% DTI. The borrower then 
forgives the forborne principal over the course of three years (as long as the family 
remains current). As shown in Table Table 2.13, the reduction in principal and 
interest rate will reduce Family B’s monthly payments by $772. After three years, 
Family B’s principal reduction totals $32,700 and the investor’s incentive payment, 
because the loan value was 133% of the home’s value, is $4,900.

hafa
HAFA enables servicers and borrowers to pursue short sales or deeds in lieu of 
foreclosure in cases where the borrower meets basic HAMP eligibility criteria but 
does not qualify or cannot complete the three-month trial period. HAFA provides 
financial incentives and reimbursements to borrowers, servicers, and investors in 
the form of relocation assistance incentives, “pay-for-success” incentives, and the 
release of subordinate liens. The program went into effect on April 5, 2010. 

hamp modifiCation with alternative prinCipal write-down eXample

existing mortgage
reduced principal  

after 3 years

balance $239,700 $207,000

remaining Years 26 23

interest rate 9.0% 5.4%

Monthly payment $2,012 $1,240

savings

$32,700 in principal reduction; $772 monthly payment reduction.  
the balance is reduced to $207,000 to reflect 115% of market value 
and additionally the interest rate is reduced to 5.4%, in order to reach a 
monthly payment of $1,240.

note: numbers affected by rounding.

table 2.13
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According to Treasury’s March 26, 2010 guidance, the incentive payments for 
borrowers who agree to relinquish their homes increased from $1,500 to $3,000. 
Additionally, servicer incentives increased from $1,000 to $1,500 for each suc-
cessful short sale or deed-in-lieu transaction. In the case of a short sale only, for 
the release of subordinate liens, the servicer “will authorize the settlement agent to 
allow a portion of the gross sale proceeds as payment(s) to subordinate mortgage/
lien holder(s) in exchange for a lien release and full release of borrower liability.”86 
Investors will be reimbursed for moneys used to extinguish second liens. The 
maximum allowable reimbursement increased to 6% of the outstanding loan bal-
ance, subject to an aggregate cap of $6,000.87 For such short sales, HAFA will pay 
reimbursements for subordinate lien releases to a maximum of $2,000 per lien, 
which is to be earned on a one-for-three matching basis (for each $3 an investor 
pays to secure release of a subordinate lien, the investor gets $1, up to the $2,000 
maximum).

2mp
2MP is purportedly designed to work in tandem with HAMP and includes ho-
meowner relief for borrowers with second mortgages serviced by a participating 
2MP servicer. As of March 31, 2010, Bank of America Corporation, Wells Fargo & 
Company, JPMorgan Chase & Co., and Citigroup Inc. all executed agreements to 
participate in the second lien program.88 Collectively, these servicers represent 50% 
of all second liens. Under the program, if the first lien is modified under HAMP, 
a participating servicer must modify and/or extinguish the second lien as well. For 
a modification, the servicer will first reduce the interest rate, which is determined 
by the nature of the loan. If it is an interest-only loan (not-amortizing), the interest 
rate decreases to 2%, while the interest rate for amortizing second liens (those that 
require payments of both interest and principal) decreases to 1%.89 When modify-
ing the second lien, the servicer will also match the extension of the term of years 
for the modified first lien, and to the extent that there is forbearance and/or princi-
pal reduction for the modified first lien, the second lien will forbear a proportional 
amount. 

The servicer will receive a $500 incentive payment at the time of modification. 
Additionally, the servicer will receive an annual pay-for-success fee of $250 for up 
to three years if a borrower’s monthly second-lien payment is reduced by 6% or 
more and the borrower stays current on his payments. If that occurs, the borrower 
will receive an annual “pay for performance” principal balance reduction payment 
of up to $250 for up to five years.90 Investors will receive a modification incen-
tive payment equal to an annualized amount of 1.6% of the unmodified unpaid 
principal balance, paid on a monthly basis for up to five years. If the borrower 
misses three consecutive payments on his or her modified second lien, no further 
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incentives payments will be made to the servicer. If the second lien is fully or par-
tially extinguished, the investor will receive a payment of a percentage of the amount 
extinguished using the same schedule shown in Table 2.12, with a maximum pay-
ment of 6% for liens that have been in default for more than six months.

expanded borrower protections in hamp programs
The new guidelines issued on March 26, 2010, changed certain HAMP provisions 
for offering expanded protection for borrowers. The new guidelines contain the fol-
lowing provisions:91

•	 require proactive outreach to borrowers who have missed two or more mortgage 
payments

•	 require servicers to consider a borrower in bankruptcy for HAMP
•	 prohibit referral to foreclosure for borrowers who are evaluated and found eligible 

for HAMP or until a borrower has been evaluated and found ineligible for HAMP

implementation of fha-hamp
FHA-HAMP, which applies to borrowers with loans guaranteed by FHA, is similar 
to its TARP counterpart in that it reduces borrowers’ monthly mortgage payments to 
31% of their gross monthly income and requires the borrower to complete a three-
month trial payment plan before permanently modifying the loan.92 Under the new 
guidance, when a loan is modified under the FHA-HAMP program, borrowers and 
servicers will be eligible for pay-for-success incentive payments. Unlike HAMP, no 
payments under FHA-HAMP will be made to investors because those investors al-
ready have the benefit of the FHA insurance guarantee program. TARP funds will be 
used to pay the same pay-for-success incentive payments to borrowers and servicers 
as those made under HAMP. 

federal housing administration (“fha”) refinance program — tarp 
interaction
FHA implemented a Refinance Program in the early 1980s. Under this program, a 
mortgage could be refinanced if, among other things, it was an existing FHA-insured 
mortgage, the borrower was current, and no cash was taken out after the mortgage 
was refinanced.93 On March 26, 2010, Treasury and HUD announced program revi-
sions that will give investors the option of refinancing underwater, non-FHA insured 
mortgages into an FHA-insured mortgage at 97.75% of the home’s value, supported 
with up to $14 billion from TARP.94 The FHA refinance option is voluntary for the 
servicers; therefore, not all underwater mortgage borrowers who qualify may benefit 
from a refinanced loan. Moreover, it is only available to borrowers with mortgages 



speCial inspeCtor General i troUbled asset relief prograM60

not currently insured by the FHA.95 The $14 billion in TARP funds will go toward 
purchasing first-loss coverage (in the form of a “letter of credit”) on certain mort-
gages, payments to holders of existing second liens for principal extinguishments, 
and $1,000 upfront servicer-incentive payments for each mortgage placed into the 
program.96 

In order to qualify for an FHA refinance loan, homeowners must meet the fol-
lowing eligibility requirements:97

•	 be current on their existing mortgage
•	 occupy the home as their primary residence 
•	 fully document their income 
•	 qualify under standard FHA underwriting guidelines
•	 have at least a 500 FICO credit score 
•	 have a DTI of less than 55%
•	 have a DTI for all housing-related debt (including second liens) of less than 31% 

after refinancing

The FHA refinanced loan will have the following characteristics:98

•	 The aggregate FHA insurance and TARP-supported loss coverage for the refi-
nanced loan will be 97.75% of the current value of the home.

•	 The borrower’s combined mortgage debt (including all liens) must be written 
down to a maximum of 115% of the current value of the home.

•	 The borrower’s original first lien mortgage must be written down by at least 
10%.

•	 The original first-lien investor has the option of converting any amount of the 
original mortgage that is greater than 97.75% of the value of the home to a 
subordinated second lien, up to 115% of the current value of the home. The 
balance of the mortgage above 115% would have to be forgiven. If a second lien 
already exists, the total combined mortgage amount after the refinance must not 
exceed 115% of the home’s value.

The current value of the home will be determined consistent with FHA un-
derwriting standards that, among other things, require third-party appraisal by a 
HUD-approved appraiser. By obtaining an FHA-guaranteed loan, the homeowner 
will receive a new monthly mortgage payment at a fixed interest rate. The total 
monthly mortgage payment (including all payments on subordinate liens) must not 
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be greater than 31% of the borrower’s monthly gross income.99 Under the program, 
borrowers benefit from a lower monthly payment, a fixed interest rate, and for-
giveness of principal that is more than 115% of the value of the home. Although 
investors will have to recognize a loss as a result of the mortgage write-down, they 
will receive cash payment for 97.75% of the current home value, and may maintain 
a subordinate second lien for up to 17.25% of the home’s value (for a total balance 
of 115% of the home’s value). Preexisting second-lien holders will receive incen-
tive payments to extinguish their debts consistent with the schedule set forth in 
Table 2.12 or they may negotiate with the first lien holder for a portion of the new 
subordinate loan.100

According to Treasury, FHA will publish data on the number of loans refi-
nanced on a quarterly basis. The published data will include the average percentage 
of write downs and the quantity of mortgage principal reduced.101

If a refinanced loan under this program defaults, it is anticipated that the letter 
of credit purchased by TARP will approximately compensate the refinancing inves-
tor for the first 7.75% of losses on each defaulted mortgage up to the maximum 
amount specified by the program guidelines. FHA will thus be responsible for the 
remaining approximately 90% of potential loss on each mortgage. Treasury has not 
publicly stated what portion of the $14 billion allocated to this program will be 
used for the three TARP expenses in the program: servicer incentives, payments to 
relinquish preexisting second liens, and first loss protection for FHA.

example of an fha refinance
In 2005, Family C took out a 30-year 9% fixed $250,000 mortgage. The monthly 
mortgage payment was $2,012. Since then, home prices dropped nearly 30% and 
Family C’s home is now worth $180,000. 

Under the program, the investor will write down Family C’s loan balance by 
approximately $32,700, resulting in $207,000 in total debt, which is 115% of the 
value of the home. A new FHA-arranged refinancing of that amount will pay the 
investor $175,950, or 97.75% of the home’s value. The original investor will also 
receive a second lien for $31,050, or 17.25%, to bring the total mortgage debt to 
115% of the home’s value. The investor then writes off the remaining $32,700.  
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Table 2.14 shows that Family C’s total monthly payment will fall to about $1,308 
per month, for a savings of $8,448 per year. 

table 2.14

fha refinance example

existing mortgage fha refinance

terms loan to Value terms loan to Value

balance $239,700 133% $207,000 115%

remaining Years 26 30

  first lien $239,700 133% $175,950 97.75%

  second lien — $31,050 17.25%

interest rate 9.0% 6.5%

monthly payment $2,012 $1,308

Borrower saves in principal and interest $704 per month

investor writes down principal amount $32,700
Note: Numbers affected by rounding.

housing finance agency (“hfa”) — the hardest-hit fund
On February 19, 2010, the Administration announced that $1.5 billion in TARP 
money will be allocated to develop foreclosure prevention programs to help families 
in the five states hit hardest by declining home prices.102 On March 29, 2010, the 
Administration expanded this program to include five more states and increased 
the potential subsidy by $600 million.103 The $1.5 billion in initial funding will be 
provided to those states (Arizona, California, Florida, Michigan, and Nevada) in 
which the average home price fell more than 20% from the peak.104 The additional 
$600 million will be allocated to Ohio, North Carolina, South Carolina, Oregon, 
and Rhode Island because of those states’ high unemployment rates.105 Each state’s 
Housing Finance Agency (“HFA”) will design programs tailored to that state. The 
first five states were to submit proposals to Treasury by April 16, 2010. Treasury’s 
review period then begins.106 The five new states’ proposals are due June 1.107 
Treasury will determine whether the proposals meet EESA’s requirements and the 
program’s published guidelines. If Treasury approves, HFAs may be able to begin 
drawing down funds within four to six weeks. Treasury outlined categories of trans-
actions that might be acceptable under EESA:108 

What are Hfas and what do they do? 
Hfas are agencies or authorities cre-
ated by state law that are charged with 
helping persons and families of low 
or moderate income attain affordable 
housing. Hfas provide responsible 
and affordable housing resources to 
low- and moderate-income borrowers 
who might not be served elsewhere. 
the primary activities of Hfas are as 
follows: 
 
• financing mortgages at low rates
• funding the development of  
  affordable rental properties 
• refinancing or modifying mortgage  
  loans for at-risk borrowers. 
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amount alloCated to eaCh state 
($ Millions)

California $699.6

florida 418.0

ohio 172.0

north Carolina 159.0

Michigan 154.5

south Carolina 138.0

arizona 125.1

nevada 102.8

oregon 88.0

rhode island 43.0

total $2,100.0

sources: treasury, “Hfa Hardest-Hit fund faQs,” 3/5/2010, 
www.makinghomeaffordable.gov/docs/Hfa%20faQ%20%20
030510%20final%20(Clean).pdf, accessed 3/8/2010;
treasury, “Update to Hfa Hardest-Hit fund faQs,” 3/29/2010, 
www.financialstability.gov/docs/Hardest%20Hit%20public%20
Qa%200%2029%2010.pdf, accessed 3/29/2010.

table 2.15•	 Mortgage	Modifications — Programs may provide for mortgage modification 
of loans held by HFAs or other financial institutions or provide incentives for 
servicers / investors to modify loans. 

•	 Mortgage	Modifications	with	Principal	Forbearance — Programs may 
provide for paying down all or a portion of an underwater loan and taking 
back a note from the borrower for that amount in order to facilitate additional 
modifications. 

•	 SS/DIL	Foreclosures — Programs may provide for assistance with short sales 
and deeds in lieu of foreclosure in order to prevent avoidable foreclosures. 

•	 Principal	Reduction	Programs	for	Borrowers	with	Severe	Negative		
Equity — Programs may provide incentives for financial institutions to write 
down a portion of the unpaid principal balance for homeowners with severe 
negative equity. 

•	 Unemployment	Programs — Programs may provide for assistance to unem-
ployed borrowers to help them avoid preventable foreclosures.

•	 Second	Lien	Reductions — Programs may provide incentives to reduce or 
modify second liens.

As of March 31, 2010, Treasury had not determined how it will evaluate HFA 
proposals. SIGTARP will monitor and document the program’s developments in 
future quarterly reports. 

Table 2.15 shows the $2.1 billion allocation by state. 
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introduction
the bursting of the real estate bubble left many homeowners owing more on their mort-

gages than their homes were worth, a situation known as being “underwater” or “upside 

down.” these homeowners have “negative equity.”

recent data on negative equity homes indicates that 11.3 million U.s. homes had 

negative equity at the end of the fourth quarter of 2009 — approximately 24% of all resi-

dential mortgages.109 this tutorial summarizes actions taken both by underwater 

homeowners and some of the problems raised by such actions.

whom does negative equity affect?
With so many homeowners underwater, almost everyone has been hurt, including:

•	 borrowers: borrowers become exposed when their home equity turns negative. 

refinancing or moving becomes nearly impossible because they cannot make enough 

money selling the house to pay off the mortgage.

•	 lenders/investors: some studies show that underwater borrowers are much more 

likely to default, and negative equity has been described as the greatest predictor 

of default. foreclosure in this situation is usually very costly to lenders and investors 

because they are forced to sell the property for less than they lent the borrower.

•	 Communities: When properties with negative equity are concentrated in one area, 

that neighborhood or community suffers because those property owners have both 

fewer resources and less incentive to maintain their own homes. Homeowners might 

not make basic repairs or maintain their houses because they have no equity and think 

eventually the lender will foreclose on them. additionally, the distressed sales that often 

accompany foreclosed underwater mortgages drag down the values of all homes in 

the neighborhood.  lenders who foreclose upon homes, but are unable to sell them, 

may not make the necessary repairs or maintenance. vacant homes also attract van-

dals, squatters, and criminal activity. 

according to treasury, the states with the hardest-hit housing markets are nevada, 

California, florida, arizona, and Michigan.110 see figure 2.7 for the geographic distribution 

of underwater mortgages for the top five states. in these five states, average property 

values have declined more than 20%.111 these states had the highest number of negative 

equity residential properties at the end of 2009.112

Underwater Mortgage: a situation in 

which a homeowner owes more on 

the mortgage than the home is worth, 

typically the result of a decline in the 

home’s value.

tarp tUtorial: WHat do “UnderWater” 
HoMeoWners do?
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some question the link between negative equity and default rates. in 2009, a senior 

treasury official remarked: “data from past cycles suggest negative equity alone is unlike-

ly to be sufficient to cause default, and though this cycle could be different, there is little 

evidence suggesting a dramatic change in behavior.”113 However, others have described 

negative equity as “the most important predictor of default,”114 and treasury’s modifica-

tions to the Home affordable Modification program (“HaMp”) appear to acknowledge the 

Note: Percentages represent number of underwater mortgages as a percentage of total residential mortgages as of 12/31/2009.

Source: Real Estate Channel, “24% of All U.S. Residential Mortgages Now Underwater, Says CoreLogic Q-4 Report, ” 2/23/2010, 
www.realestatechannel.com/us-markets/residential-real-estate-1/real-estate-news-�rst-american-corelogic-underwater-mortgages-
negative-equity-mortgages-upside-down-home-equity-home-foreclosures-loan-defaults-2075.php, accessed 3/31/2010.

GEOGRAPHIC DISTRIBUTION OF UNDERWATER MORTGAGES 
FOR TOP FIVE STATES

California
35%

Nevada
70%

Michigan
39%

Florida
48%

Arizona
51%

figUre 2.7
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dangers presented by negative equity. When borrowers have negative equity, unemploy-

ment often acts as a catalyst increasing the probability for default.115

a study published in 2008 by the federal reserve bank of boston found that, dur-

ing the downturn of housing prices in the early 1990s, negative equity had only a weak 

influence on a borrower’s decision to default. the study concluded that the overwhelm-

ing majority of negative equity households will not lose their homes. More than 100,000 

homeowners who had negative equity were examined, and the study found that fewer than 

10% of these owners eventually lost their homes to foreclosure.116

More recent market observers believe that the current financial crisis is different 

because the amount of negative equity is larger; one recent report published by first 

american Corelogic estimated that, as an owner-occupant’s negative equity approaches 

25%, owners begin to default on their loans.117 it has also been widely reported that 

defaults based on negative equity are becoming more widespread as the social stigma of 

defaulting decreases. recent reports have also indicated that homeowners, for the first 

time, prioritize paying other debts, such as credit cards, before paying their mortgages.118 

the deeper underwater the homeowner sinks, the greater the incentive to default on 

the loan. it can be expected that the tipping point for defaulting is even lower for absentee 

investor-owners and “house flippers.”

what options do underwater homeowners have?
every situation in which a homeowner is underwater on his or her mortgage is likely to 

be different. an underwater borrower’s best course of action will require a cost-benefit 

analysis, one that balances personal factors against financial factors. the following are 

illustrative.

Financial Factors:

• How far underwater is the property?

• Can the borrower meet current payments successfully?

• How painful are the financial and non-financial costs, such as an impact on the bor-

rower’s credit rating?

• What levels of assistance are available from the government, lender, family, or others?

• is the mortgage loan recourse or non-recourse?

recourse loan: a loan in which the bor-
rower is legally liable to repay a debt 
even if the asset mortgaged cannot be 
liquidated to cover the loan balance. 
in a default, a recourse loan gives the 
lender the right to seize and sell the 
mortgaged asset, in addition to other 
assets or property of the borrower, up 
to the value of the loan.

non-recourse loan: a secured loan 
whereby the borrower is relieved of the 
obligation to repay the loan upon sur-
render of the collateral.
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Personal Factors:

• How strongly does the borrower feel a moral obligation to pay back the loan?

• How much attachment does the owner have to the house?

• How attractive are alternative housing options?

some statistics illustrate these concepts:

• the average mortgage in the U.s. is about $200,000.119

• the average negative equity share for underwater properties in the U.s. during the 

fourth quarter of 2009 was 23.8%.120 this will present an approximate $47,600 gross 

negative equity position.

• although there is a connection between being underwater and subsequently fall-

ing delinquent on a mortgage, most underwater homeowners are current on their 

mortgages.

option #1: wait it out

Underwater borrowers frequently focus on the magnitude of their theoretical losses. a 

23.8% difference between value and mortgage principal can seem daunting. but it may 

not be so daunting when compared with the costs of taking other actions, including the 

costs of moving, the impairment of the borrower’s credit rating after defaulting on a 

mortgage, and the possibility of being legally pursued by the lender if the mortgage loan 

provides recourse to the borrower’s other assets.

option #2: seek offsetting revenue or value

a classic tactic to meet a financial shortfall is to bring in more revenue. for example, the 

borrower may rent out a room in the house.

option #3: obtain a loan modification

the lender may be willing to rewrite the terms of the original mortgage loan to address the 

homeowner’s current financial situation, such as through tarp’s HaMp. a borrower’s credit 

rating may be harmed, however, from a mortgage modification.

Changes to the loan may include reducing the interest rate, extending the number 

of years to repay the loan, and forbearing or reducing the amount of the loan.121 recent 

changes to HaMp, as well as new state and local programs financed through the “Hfa 

Hardest-Hit fund,” will require that lenders consider alternative modification approaches 

loan Modification: involves making 
a permanent change in one or more 
terms of the existing loan, such as the 
interest rate, the term, or converting 
from an adjustable-rate mortgage to a 
fixed-rate mortgage.
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that will emphasize principal write-downs for underwater homeowners. treasury will 

also be offering incentives to lenders to write down second liens in the HaMp second 

lien Modification program.122 private lenders may also consider principal write-downs 

outside government programs, such as bank of america’s recent announcement that it 

will write down a total of $3 billion of principal for certain qualifying mortgages in its own 

portfolio.123

option #4: refinance

Home refinancing involves paying off the existing mortgage of a home and replacing it with 

a new mortgage.124 refinancing a loan may be difficult if a home is underwater,125 although 

the government’s Home affordable refinance program (“Harp”) will permit certain bor-

rowers to refinance to up to 125% of the value of the loan. in addition, recently announced 

federal Housing administration (“fHa”) program adjustments supported by tarp will 

support refinancing for underwater homeowners if certain criteria are met. Under this 

program, which is expected to be available to underwater homeowners by fall 2010,126 

lenders may voluntarily write down the principal of the original first mortgage on the 

underwater home by at least 10%. lenders will also be provided with incentives to write 

down the principal balance owed on second liens so that both the first and second lien on 

the underwater property total no more than 115% of the current value of the home.127 in 

order to qualify, homeowners must be current on their existing mortgage, must occupy 

the home as the principal residence, and must have a qualifying credit score.128

reasons to consider refinancing are as follows:

• lowering the interest rate (refinancing can result in a lower interest rate and a lower 

monthly payment)129 

• adjusting the terms of the mortgage130 

• switching from an adjustable-rate mortgage (“arM”) to a fixed-rate mortgage131 

• securing an arM with better terms132

option #5: make a partial payment

if the homeowner’s mortgage is insured by private mortgage insurance (“pMi”), the insurer 

may provide a one-time, interest-free loan to bring the delinquent account up to date. the 

interest-free loan becomes due and payable when the homeowner is able to refinance, pay 

off the mortgage, or sell the property.133

For more information about loan modifi-
cations, refinancing, and principal write-
down options available to homeowners, 
see “MHA Update” and “Federal Housing 
Administration (“FHA”) Refinance  
Program – TARP Interaction” in this 
section.

refinancing: paying off an existing 
mortgage and replacing it with a new 
mortgage. typically, the proceeds from 
the new loan are used to pay off the 
debt of the old loan.

private Mortgage insurance (“pMi”): 
Mortgage insurance provided by 
non-government insurers to protect 
a lender against losses if a borrower 
defaults. lenders may require borrow-
ers to purchase this if the loan-to-value 
ratio of the loan is 80% or higher.
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option #6: offer a short sale

if the property cannot be sold for the full amount of the outstanding loan balance, the  

homeowner may be able to work with the lender so that the lender will accept, as full  

payment of the loan, whatever the home actually sells for, even if it is less than what is 

owed on the property. such an arrangement is known as a “short sale,” or “pre-foreclosure 

sale.”134 in a short sale, the bank agrees to release the borrower from owing the difference 

between what the home sells for and the outstanding amount of the mortgage (an amount 

typically termed a “deficiency payment”). 

although the lender must write off the resulting loss, the lender avoids the costs and 

complications associated with foreclosure. a borrower’s credit rating will typically suffer 

from a short sale, and there also may be income tax consequences in such a situation135 

because some states may require the homeowner to recognize as income the amount of 

the forgiven deficiency payment.

Under HaMp’s Home affordable foreclosure alternatives (“Hafa”) program, treasury 

provides incentives to qualifying borrowers who complete a short sale. 

option #7: offer a deed-in-lieu of foreclosure

in this approach, the borrower offers the lender the deed to the house in exchange for 

release from all or a portion of any difference between the loan amount and the collateral 

value. 

similar to a short sale, this approach enables the lender to avoid the time and expense 

of pursuing a legal case for months or even years. if agreed to, the borrower generally is 

required to move out of the house, although it might be possible to stay in the house as a 

renter. similar to short sales, there are incentives in Hafa to facilitate these transactions.

there may also be income tax consequences in such a situation136 similar to those in 

a short sale. although this option does not save the homeowner’s home, it is typically less 

damaging to the homeowner’s credit rating than a bankruptcy or a foreclosure.137 

short sale: a sale of a home, typically 
less than mortgage value, by which the 
borrower sells the home and the lender 
collects the sales proceeds as satisfac-
tion for the unpaid mortgage balance, 
thus avoiding foreclosure (which is the 
legal process by which the lender as-
sumes ownership of the home).

deficiency payment: a payment made 
by the borrower to the lender in an 
amount usually equal to the difference 
between what the lender is able to sell 
the home for in a foreclosure sale and 
what was owed by the borrower on the 
loan.

deed-in-lieu of foreclosure: instead of 
going through the process of foreclo-
sure, the borrower surrenders the deed 
to the home voluntarily to the lender, 
often as satisfaction of the unpaid 
mortgage balance.
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option #8: pursue leaseback  

in a leaseback, the borrower transfers the deed to the house to the lender, who then im-

mediately leases the house back to the original borrower/occupant. both fannie Mae and 

freddie Mac have implemented such programs, which are available to certain borrowers 

whose houses have been foreclosed upon and whose loans were owned by fannie Mae or 

freddie Mac.138 

option #9: declare bankruptcy

filing for bankruptcy potentially provides the underwater homeowner with the option of 

surrendering the home and walking away from the debt without a resulting deficiency judg-

ment and without incurring any tax consequences.139 a bankruptcy will, however, have a 

severe impact on the borrower’s credit report.140

according to U.s. bankruptcy law, “a bankruptcy discharge releases the debtor from 

personal liability for certain specified types of debts. in effect, the debtor is no longer 

legally required to pay any debts that are discharged.”141 the discharge is a permanent 

order prohibiting the creditors of the debtor from taking any form of collection action on 

discharged debts, including legal action and communications with the debtor, such as 

telephone calls, letters, and personal contacts. secured debts, such as debt secured by 

collateral or real property (a home mortgage), are generally not extinguished in a bank-

ruptcy filing.142 depending on the type of bankruptcy the homeowner files, the debtors’ 

personal liability may be discharged; however, the lender can still repossess the property 

because the bankruptcy discharge does not release the lien on the property.143

according to the internal revenue service, in the case of a discharged mortgage debt, 

the Mortgage forgiveness debt relief act of 2007, enacted on december 20, 2007, 

allows taxpayers to exclude, for federal tax purposes, income realized as a result of the 

discharge of a debt resulting from the modification of the terms of the mortgage, or fore-

closure on a homeowner’s principal residence.144 this relief is effective for calendar years 

2007 through 2012.145

deficiency Judgment: a court order 
that authorizes a lender of a recourse 
loan to collect part of an outstanding 
debt resulting from the foreclosure 
and sale of a homeowner’s property or 
from the repossession of a property 
securing a debt. a deficiency judgment 
will take place after the foreclosed or 
repossessed property is sold and the 
proceeds collected are insufficient to 
pay the mortgage in full.

For more information about bankruptcy, see 
SIGTARP’s July 2009 Quarterly Report to 
Congress, “TARP Tutorial:  Bankruptcy,”  
page 97.
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option #10: default

the last option for underwater homeowners is to stop making the mortgage payments 

—  defaulting. if no other option is available, this will typically lead to a foreclosure on the 

home. in cases of negative equity, some borrowers may choose to default “strategically” 

as they decide that it makes more economic sense for them to walk away from their 

mortgages. renting at a lower price may be a more economically rational decision than 

continuing to make payments on a severely underwater home. 

typically, in a foreclosure, the bank will seize the property, the homeowner will be 

evicted, and the home will be sold at auction. in a foreclosure, the period between when a 

homeowner stops making payments until such time as he or she is evicted can last up to 

two years.146 during this period, the homeowner essentially can remain in the home rent-

free.147 foreclosure may result in a deficiency judgment against the homeowner.148

after a foreclosure, the homeowner’s credit will be impaired for 5 to 10 years. as with 

short sales, if a deficiency judgment is not pursued, the forgiven debt may be considered 

income to the homeowner in certain states and therefore reported as taxable income.149

options available to underwater Commercial property owners
the credit crisis is also affecting the commercial property market. according to a report 

published on february 10, 2010, by the Congressional oversight panel (“Cop”), more than 

half a trillion dollars’ worth of commercial real estate loans set to come due between now 

and 2014 are considered underwater. Commercial property values have fallen more than 

40% since the beginning of 2007; vacancy rates have increased about 8% for multifamily 

housing and 18% for commercial office space.150 rents have also declined 40% for office 

space and 33% for retail space.151 these conditions are leading to an increase in commer-

cial mortgage delinquencies.

figure 2.8 published by the Mortgage bankers association illustrates delinquency 

rates on the various categories of commercial mortgage-backed investor groups from 

the first quarter of 1996 through the fourth quarter of 2009. the chart demonstrates that 
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delinquency rates among commercial mortgage-backed securities (“CMbs”) loan portfo-

lios and loan portfolios held by federal deposit insurance Corporation-insured banks and 

thrifts are at their highest levels since the beginning of the report.152 these delinquencies 

appear to be on an upward trend.

data published in realpoint research’s March 2010 “Monthly delinquency report” 

forecasts CMbs delinquencies to grow to between 8% and 9% by mid-2010. according to 

the report, delinquency rates on CMbs could grow as high as 11% to 12% by the end of 

2010.

what happens to underwater Commercial properties?

Many of the options available to underwater commercial property owners are similar to the 

traditional options available to underwater residential property owners discussed above, 

other than relief through tarp or Harp. as set forth in Cop’s report, the typical options for 

resolving defaulting or non-performing commercial loans are as follows:153

Fannie Mae* (60+ days)

Freddie Mac (60+/90+ days)CMBS (30+ days and REO)
Banks and Thrifts (90+ days)Life Companies (60+ days)

Notes: Selected delinquency rates at the end of the period. Delinquency rates shown are not comparable between investor groups. 
These rates show how performance of loans for each investor groups has varied over time, but cannot be used to compare one 
investor group to another.

Source: Q4 2009, MBA Commercial/Multifamily, Mortgage Delinquency Rates for Major Investor Groups, 
www.mortgagebankers.org/�les/Research/CommercialNDR/4Q09CommercialNDR.pdf, accessed 3/12/2010. Chart taken 
verbatim from Mortgage Banker’s Association.
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Commercial Mortgage-backed securi-
ties (“CMbs”): a type of bond backed 
by one or more mortgages on commer-
cial real estate (e.g., office buildings, 
rental apartments, hotels) rather than 
by residential real estate loans.
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• the lender or servicer proceeds with foreclosure on the property.

• the lender and owner participate in a “workout” arrangement in which the principal 

balance or interest rate, or both, are reduced.

• the lender can agree to modify the terms of the loan so that it can be repaid over a 

longer period of time on the same terms.

lenders proceeding to foreclose on a property in default may use alternatives to 

“hostile foreclosure,” such as accepting a deed-in-lieu of foreclosure, agreeing with the 

property owner to a “friendly foreclosure” (in which the owner does not fight the foreclo-

sure process), or a short sale.154

resolving underwater commercial properties may differ slightly from resolving under-

water residential mortgages in three ways:

• an underwater commercial property owner who declares bankruptcy may temporar-

ily forestall the foreclosure process. in such a bankruptcy, unlike in residential real 

estate, the bankruptcy court may order a write-down of the loan balance.155 

• Commercial mortgages typically are non-recourse,156 so that there are fewer 

repercussions for borrowers if they default because they will not be liable for the 

unrecovered amounts of the loan.157 also, commercial real estate is typically owned 

by corporate entities created for the sole purpose of holding the subject property, 

insulating the shareholders from the effects of a default.158 

• in contrast to residential mortgage foreclosures, in which foreclosed properties 

often sit vacant for many months, in a commercial property foreclosure, the lender 

can more readliy arrange for a new borrower to step in and purchase the foreclosed 

property.159 

Historically, commercial property owners are more likely to walk away from underwa-

ter properties than are residential homeowners, in part because it is strictly a business 

decision that may have few consequences to the borrower.159 

Write-down: a reduction in the principal 
balance of a loan. Write-downs may 
reduce the incentive for a borrower 
to default because the new principal 
balance usually is lower than what the 
property would sell for.
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finanCial institUtion sUpport prograMs
Treasury created five TARP programs in which it made capital investments or 
asset guarantees in exchange for equity in financial institutions. Two, the Capital 
Purchase Program (“CPP”) and Capital Assistance Program (“CAP”), were open 
to all qualifying financial institutions (“QFIs”). The other three, the Systemically 
Significant Failing Institutions program (“SSFI”), the Targeted Investment Program 
(“TIP”), and the Asset Guarantee Program (“AGP”), were available on a case-
by-case basis to institutions needing assistance beyond what is available through 
CPP. Treasury does not expect to make new investments through these established 
programs, although it is launching new ones to support small-business lending that 
mirror CPP.160 Treasury may also alter the terms of its existing CPP investments 
by converting the preferred shares that it originally received into common shares 
of stock or other forms of equity to help improve the capital structure of struggling 
CPP recipients.161

As of March 31, 2010, CPP, CAP, TIP, and AGP were effectively closed to new 
investment.  For further information on the closing of these programs, see previous 
SIGTARP Quarterly Reports.

Capital purchase program
Treasury’s goal for CPP was to invest in healthy, viable banks as a way of promoting 
financial stability, maintaining confidence in the financial system, and permitting 
lenders to meet the nation’s credit needs.162 Through CPP, $204.9 billion of TARP 
money was invested in 707 different QFIs.163 

 The Treasury Secretary announced on December 9, 2009, that TARP will wind 
down, saying that CPP, “through which the majority of TARP investments in banks 
have been made, is effectively closed.”164 However, Treasury announced plans to 
launch a structurally similar program to stimulate small-business lending through 
capital investments in small banks. 

As of March 31, 2010, CPP recipients had paid approximately $8.96 billion in 
dividends, $28.3 million in interest, and repurchased approximately $2.9 billion in 
warrants. Additionally, Treasury received approximately $1.5 billion from the sale of 
warrants through public Treasury warrant auctions.165 For a summary of CPP funds 
outstanding and associated repayments, see Figure 2.13.

As of February 17, 2010, the Congressional Budget Office (“CBO”) estimates 
that CPP will generate $2 billion in gains, while the Office of Management and 
Budget (“OMB”) estimates that CPP will cost $1 billion.166

CPP Funds Outstanding at Quarter’s End
CPP Funds Repaid at Quarter’s End

Q408 Q109 Q209 Q309 Q409 Q110

SNAPSHOT OF CPP FUNDS 
OUTSTANDING AND REPAID,     
BY QUARTER
$ Billions

Notes: Numbers affected by rounding. Data as of 3/31/2010 
and re�ected in calendar quarters. 

Source: Treasury, Transactions Report, 4/2/2010.
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Note: Banks in Montana and Vermont did not receive any 
CPP funds.

Source: Treasury, “Local Impact of the Capital Purchase 
Program,” 12/9/2009, www.�nancialstability.gov, 
accessed 1/7/2010.

TRACKING CAPITAL PURCHASE PROGRAM INVESTMENTS ACROSS THE COUNTRY

$10 Billion or More
$1 Billion to $10 Billion
$100 Million to $1 Billion
$10 Million to $100 Million
Less than $10 Million
$0

figUre 2.14

status of funds
By March 31, 2010, Treasury had purchased $204.9 billion in preferred stock 
and subordinated debentures from 707 different QFIs in 48 states, the District of 
Columbia, and Puerto Rico. Figure 2.14 shows the geographical distribution of 
funded QFIs. Although the eight largest investments accounted for $134.2 billion 
of the program, CPP also had many more modest investments: 331 of 707 recipi-
ents received $10 million or less. Table 2.16 and Table 2.17 show the distribution 
of the investments by amount.

Cpp investment summary by transaCtion
originala Currentb

total investment $204.9 billion $66.7 billion

largest Capital investment $25 billion $25 billion

smallest Capital investment $301,000 $301,000

average Capital investment $277.6 Million $103.9 Million

Median Capital investment $10.3 Million $10.2 Million
notes: numbers affected by rounding. data as of 3/31/2010. 
a these numbers are based on total treasury Cpp investment since 10/28/2008. 
b amount does not include those investments that have already been repaid and is based on total 
investments outstanding.

source: treasury, Transactions Report, 4/2/2010.

Cpp investment size by institution
originala outstandingb

$10 billion or More 6 1

$1 billion to $10 billion 19 9

$100 Million to $1 billion 57 43

less than $100 Million 625 589

total 707 642
notes: numbers affected by rounding. data as of 3/31/2010. data is based on the institu-
tions’ total Cpp investments. there are more than 30 institutions that have received multiple 
transactions through Cpp.
a these numbers are based on total treasury Cpp investment since 10/28/2008. 
b Current amount does not include those investments that have already been repaid and is 
based on total investments outstanding.

source: treasury, Transactions Report, 4/2/2010.

table 2.16 table 2.17
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repayment of funds
As of March 31, 2010, 74 banks had repaid CPP investments by repurchasing from 
Treasury some or all of their preferred shares, including seven of the eight largest 
CPP investments.167 Treasury received approximately $135.8 billion in principal 
repayments, leaving approximately $69.1 billion outstanding.168 Table 2.18 shows 
the amount of outstanding CPP funds, adjusting for repayments. For a full listing 
of CPP share repurchases, see Appendix D: “Transaction Detail.”

program administration
As previously discussed, Treasury does not anticipate investing more in QFIs 
or small banks under CPP. However, the program still requires administering. 
Ongoing responsibilities include:

•	 managing the portfolio of assets acquired through the program
•	 collecting dividends and interest payments on outstanding investments
•	 disposing of warrants as CPP investments are repaid
•	 overseeing the program’s wind-down
•	 restructuring the investments for certain troubled financial institutions

Cpp share repurChases Greater than $1 billion, as of 3/31/2010
repurchase date institution amount of repurchase

6/17/2009 JpMorgan Chase & Co. $25.0

12/23/2009 Wells fargo & Company 25.0

12/09/2009 bank of america Corporation 25.0

6/17/2009 Morgan stanley 10.0

6/17/2009 the goldman sachs group, inc. 10.0

2/10/2010 the pnC financial services group inc. 7.6

6/17/2009 U.s. bancorp 6.6

6/17/2009 Capital one financial Corporation 3.6

6/17/2009 american express Company 3.4

3/31/2010 Hartford financial services group, inc. 3.4

6/17/2009 bb&t Corp. 3.1

6/17/2009 the bank of new York Mellon Corporation 3.0

3/17/2010 Comerica inc. 2.3

6/17/2009 state street Corporation 2.0

6/17/2009 northern trust Corporation 1.6

total $131.6

notes: numbers affected by rounding. data as of 3/31/2010.

source: treasury, Transactions Report, 4/2/2010.

table 2.18
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Non-cumulative Dividends: Dividends 
that do not accrue when a company 
does not make a dividend payment.

For more information on CPP repayment, 
see SIGTARP’s July 2009 Quarterly Report, 
page 48.

tabLe 2.19

cpp-relateD MIsseD DIVIDenD payMents, as oF 3/31/2010

Institution Dividend type

number of  
Missed Dividend  
payments

Value of  
Missed Dividends  

($ thousands)

alliance Financial Services Inc. Cumulative 1 $251.7

anchor banCorp Wisconsin, Inc. Cumulative 4 5,729.2

beach business bank Non-Cumulative 2 163.5

bern bancshares, Inc.* Cumulative 1 13.4

blue Valley ban Corp Cumulative 4 1,087.5

bNCCoRP, Inc. Cumulative 1 273.8

Cascade Financial Corporation Cumulative 2 974.3

Cecil bancorp, Inc. Cumulative 1 144.5

Central Pacific Financial Corp. Cumulative 3 5,062.5

Central Virginia bankshares, Inc. Cumulative 1 142.3

Centrue Financial Corporation Cumulative 3 1,225.1

CIt Group Inc. Cumulative 2 58,250.0

Citizens bancorp Cumulative 3 425.1

Citizens bancshares Co. Cumulative 1 340.5

Citizens bank & trust Company Non-Cumulative 3 98.1

Citizens Commerce bancshares, Inc. Cumulative 2 171.7

Citizens Republic bancorp, Inc. Cumulative 1 3,750.0

City National bancshares Corporation Cumulative 1 117.9

Continued on next page

Dividends and Interest
As of March 31, 2010, Treasury collected $8.98 billion in both dividends and inter-
est from its CPP investments.169 Meanwhile, 104 QFIs missed scheduled dividend 
payments to Treasury totaling $188.98 million.170 Approximately $5.2 million of 
the $188.98 million in missed CPP dividend payments are non-cumulative, and 
Treasury has no legal right to missed dividends that are non-cumulative. Of the 104 
QFIs missing the deadline, 17 have since paid their outstanding dividends. One 
has not paid the Government any dividends over the last five quarters.171 If a QFI 
misses six quarterly payments, Treasury has the right to appoint two members of 
the institution’s board of directors.172 As of March 31, 2010, only five quarters had 
passed; thus, no such appointments have occurred. 

Table 2.19 lists banks missing one or more payment as of March 31, 2010. For 
a complete listing of CPP recipients and institutions making dividend or interest 
payments, see Appendix D: “Transaction Detail.”
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Cpp-related missed dividend payments, as of 3/31/2010

institution dividend type

number of  
missed dividend  
payments

value of  
missed dividends  

($ thousands)

Commerce national bank non-Cumulative 3 150.0

Commonwealth business bank non-Cumulative 4 419.7

Community bank of the bay non-Cumulative 4 72.5

Community first bank non-Cumulative 2 45.9

Congaree bancshares, inc.** Cumulative 2 89.5

Corning savings and loan association* non-Cumulative 1 8.6

desoto County bank* non-Cumulative 1 25.6

dickinson financial Corporation ii Cumulative 3 5,969.9

duke financial group, inc. (peoples bank of Commerce) Cumulative 1 251.7

exchange bank non-Cumulative 1 585.9

farmers & Merchants bancshares, inc.* Cumulative 1 149.9

fC Holdings, inc. (first Community bank, national association) Cumulative 2 573.4

fidelity federal bancorp Cumulative 1 89.7

first banCorp Cumulative 2 15,000.0

first banks, inc. Cumulative 3 12,074.5

first federal bancshares of arkansas, inc. Cumulative 1 206.3

first security group, inc. Cumulative 1 412.5

first sound bank non-Cumulative 1 92.5

first southwest bancorporation, inc. Cumulative 1 74.9

fpb bancorp, inc. Cumulative 1 72.5

fresno first bank non-Cumulative 2 33.4

georgia primary bank non-Cumulative 3 193.5

goldwater bank, n.a.* non-Cumulative 1 70.0

grand Mountain bancshares, inc. Cumulative 3 119.2

green Circle investments, inc. / peoples trust & savings bank* Cumulative 1 32.7

Hampton roads bankshares, inc. Cumulative 2 2,008.7

Harbor bankshares Corporation Cumulative 1 85.0

Heartland bancshares, inc. Cumulative 1 93.1

Heritage Commerce Corp. Cumulative 2 1,000.0

ia bancorp, inc / indus american bank* Cumulative 1 49.9

idaho bancorp Cumulative 3 282.0

independent bank Corporation Cumulative 2 1,800.0

integra bank Corporation Cumulative 2 2,089.7

intermountain Community bancorp/panhandle state bank Cumulative 1 337.5

intervest bancshares Corporation Cumulative 1 312.5

investors financial Corporation of pettis County, inc. (excel bank) Cumulative 1 83.9

Continued on next page
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Cpp-related missed dividend payments, as of 3/31/2010

institution dividend type

number of  
missed dividend  
payments

value of  
missed dividends  

($ thousands)

lone star bank non-Cumulative 4 171.6

Maryland financial bank non-Cumulative 2 46.3

Midtown bank & trust Company* non-Cumulative 1 71.1

Midwest banc Holdings, inc. Cumulative 4 4,239.2

Millennium bancorp, inc.* Cumulative 1 98.9

Monarch Community bancorp, inc. Cumulative 1 84.8

northeast bancorp* Cumulative 1 52.8

northern states financial Corporation / norstates bank Cumulative 2 430.3

omega Capital Corp./ front range bank Cumulative 2 76.7

one georgia bank non-Cumulative 3 230.6

one United bank non-Cumulative 4 603.2

osb financial services, inc. Cumulative 2 255.9

pacific Capital bancorp Cumulative 4 9,031.7

pacific City financial Corporation/ pacific City bank Cumulative 3 662.2

pacific Coast national bancorp Cumulative 4 224.5

pacific Commerce bank** non-Cumulative 2 87.3

pacific international bancorp inc Cumulative 3 243.8

pathway bancorp Cumulative 2 101.5

patterson bancshares, inc Cumulative 3 150.9

peninsula bank Holding Co. Cumulative 4 312.5

pierce County bancorp Cumulative 2 185.3

popular, inc. Cumulative 1 11,687.5

premierWest bancorp Cumulative 2 1,035.0

premier service bank non-Cumulative 4 215.0

presidio bank non-Cumulative 1 134.4

redwood Capital bancorp* Cumulative 1 51.8

regent bancorp, inc* Cumulative 1 136.0

ridgestone financial services, inc. / ridgestone bank Cumulative 2 297.0

rising sun bancorp Cumulative 2 163.0

rogers bancshares, inc. Cumulative 2 681.3

royal bancshares of pennsylvania, inc. Cumulative 3 1,140.3

saigon national bank non-Cumulative 5 96.6

seacoast banking Corporation of florida/seacoast national bank Cumulative 4 2,500.0

seacoast Commerce* non-Cumulative 1 14.2

security state bank Holding-Company (bank forward) Cumulative 1 225.5

sonoma valley bancorp Cumulative 1 118.0

Continued on next page
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warrant disposition
EESA mandates that Treasury receive warrants when it invests in troubled assets, 
with exceptions for certain small institutions. Warrants give Treasury the right to 
purchase, at a predetermined price, shares of common stock for publicly traded in-
stitutions or preferred stock or debt for private institutions.173 CPP warrants expire 
10 years from the date of the CPP investment. As of March 31, 2010, Treasury had 
not exercised its right under the warrants to purchase common shares in any of the 
program’s publicly traded institutions.174 For private institutions, warrants are im-
mediately exercised upon closing of the initial investment.175 

repurchase of warrants by financial institutions
QFIs that repaid their CPP investments have the option of buying back their war-
rants. As of March 31, 2010, 34 public institutions bought back warrants for a total 
of $2.92 billion, and 6 private institutions, the warrants of which were immediately 

Warrant: the right, but not the obliga-
tion, to purchase a certain number of 
shares of common stock at a fixed 
price. because warrants rise in value 
as the company’s share price rises, 
they permit treasury (and the tax-
payer) to benefit from a firm’s potential 
recovery.

Cpp-related missed dividend payments, as of 3/31/2010

institution dividend type

number of  
missed dividend  
payments

value of  
missed dividends  

($ thousands)

south financial group, inc./ Carolina first bank Cumulative 1 4,337.5

sterling financial Corporation/sterling savings bank Cumulative 3 11,362.5

syringa bancorp Cumulative 2 218.0

tennessee valley financial Holdings, inc. Cumulative 1 40.9

the bank of Currituck non-Cumulative 1 54.8

the Connecticut bank and trust Company non-Cumulative 3 178.6

the freeport state bank non-Cumulative 2 8.2

tib financial Corp/tib bank Cumulative 2 925.0

tri-state bank of Memphis* non-Cumulative 1 69.8

tristate Capital Holdings, inc.* Cumulative 1 313.4

UCbH Holdings, inc. Cumulative 3 11,202.6

United american bank non-Cumulative 4 467.6

U.s. Century bank non-Cumulative 1 684.5

Us Metro bank* non-Cumulative 2 81.9

total $188,980
notes: numbers affected by rounding. approximately $5.2 million of the $188.98 million in missed Cpp dividend payments are non-cumulative and treasury has no legal right to missed 
dividends that are non-cumulative.
*Cpp recipients that have since fully paid missed dividends.
**Cpp recipients that have partially paid missed dividends.

source: treasury, response to sigtarp data call, 4/6/2010.
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Cpp-related missed dividend payments, as of 3/31/2010

institution dividend type

number of  
missed dividend  
payments

value of  
missed dividends  

($ thousands)

south financial group, inc./ Carolina first bank Cumulative 1 4,337.5

sterling financial Corporation/sterling savings bank Cumulative 3 11,362.5

syringa bancorp Cumulative 2 218.0

tennessee valley financial Holdings, inc. Cumulative 1 40.9

the bank of Currituck non-Cumulative 1 54.8

the Connecticut bank and trust Company non-Cumulative 3 178.6

the freeport state bank non-Cumulative 2 8.2

tib financial Corp/tib bank Cumulative 2 925.0

tri-state bank of Memphis* non-Cumulative 1 69.8

tristate Capital Holdings, inc.* Cumulative 1 313.4

UCbH Holdings, inc. Cumulative 3 11,202.6

United american bank non-Cumulative 4 467.6

U.s. Century bank non-Cumulative 1 684.5

Us Metro bank* non-Cumulative 2 81.9

total $188,980
notes: numbers affected by rounding. approximately $5.2 million of the $188.98 million in missed Cpp dividend payments are non-cumulative and treasury has no legal right to missed 
dividends that are non-cumulative.
*Cpp recipients that have since fully paid missed dividends.
**Cpp recipients that have partially paid missed dividends.

source: treasury, response to sigtarp data call, 4/6/2010.

top 10 Cpp warrant repurChases (publiC), as of 3/31/2010

repurchase  
date institution

number of  
warrants  

repurchased

amount of  
repurchase  
($ millions)

7/22/2009 the goldman sachs group, inc. 12,205,045 $1,100.0

8/12/2009 Morgan stanley 65,245,759 950.0

7/29/2009 american express Company 24,264,129 340.0

7/15/2009 U.s. bancorp 32,679,102 139.0

8/05/2009 the bank of new York Mellon Corporation 14,516,129 136.0

8/26/2009 northern trust Corporation 3,824,624 87.0

7/22/2009 bb&t Corp. 13,902,573 67.0

7/08/2009 state street Corporationa 2,788,104 60.0

12/30/2009 trustmark Corporation 1,647,931 10.0

5/27/2009 firstMerit Corporation 952,260 5.0

total 172,025,656 $2,894.0
notes: numbers affected by rounding. this table represents warrants for common stock issued to treasury by publicly traded tarp 
recipients.
a state street Corporation reduced its original amount of warrants issued through a qualified equity offering.

source: treasury, Transactions Report, 4/2/2010.

Cpp repurChases of preferred shares resultinG from immediate  
eXerCise of warrants (private), as of 3/31/2010

repurchase  
date institution

number of  
warrants  

repurchased

amount of  
repurchase  

($ thousands)

4/15/2009 Centra financial Holdings, inc. 750 $750.0

4/22/2009 first Ulb Corp. 245 245.0

5/27/2009 first Manitowoc bancorp, inc. 600 600.0

11/10/2009 Midwest regional bancorp, inc. 35 35.0

11/18/2009 1st United bancorp, inc. 500 500.0

12/23/2009 Midland states bancorp, inc. 509 509.0

total 2,639 $2,639.0
notes: numbers affected by rounding. this table represents the preferred shares held by treasury as a result of the exercise of warrants 
issued by non-publicly traded tarp recipients. these warrants were exercised immediately upon the transaction date.

source: treasury, Transactions Report, 4/2/2010.

table 2.20

table 2.21

exercised as additional preferred share purchases, bought back those shares for a 
total of $2.6 million.176 Table 2.20 lists public institutions that paid back TARP and 
repurchased warrants. Table 2.21 lists private institutions that had done so as of 
March 31, 2010.177 

December 31, 2009, marked the last day under CPP when an institution could 
cancel as many as half its outstanding warrants through a qualified equity offer-
ing that repaid the TARP funds. Table 2.22 lists 38 institutions that successfully 
completed the qualified equity offering. For a full listing of all warrant repurchases, 
see Appendix D: “Transaction Detail.”

Qualified equity offering:  a cash sale 
in an amount at least equal to trea-
sury’s original investment of common 
stock or certain types of preferred 
stock that qualify as tier 1 capital.

For more information on CPP warrant 
disposition, see SIGTARP’s January 2010 
Quarterly Report, page 58.
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Cpp-related qualified equity offerinGs, as of 3/31/2010

institution
investment 

date

investment  
size  

($ millions)
repurchase 

date

investment 
outstanding 
($ millions)

warrant  
exercise  

price
adjusted number  

of warrant shares

state street 10/28/2008 2000 6/17/2009 — Warrants repurchased

east West bancorp 12/5/2008 306.5 n/a 306.5 15.15 1,517,555

privatebancorp, inc. 1/30/2009 243.8 n/a 243.8 28.35 645,013

svb financial group 12/12/2008 235 12/23/2009 — 49.78 354,058

Umpqua Holdings Corp. 11/14/2008 214.2 2/17/2010 — 14.46 1,110,898

Mb financial inc. 12/5/2008 196 n/a 196 29.05 506,024

first niagara financial group 11/21/2008 184 5/27/2009 — Warrants repurchased

United Community banks, inc. 12/5/2008 180 n/a 180 12.28 1,099,542

national penn bancshares, inc.  12/12/2008 150 n/a 150 15.3 735,294

Western alliance bancorporation 11/21/2008 140 n/a 140 13.34 787,107

Cvb financial Corp 12/5/2008 130 9/2/2009 — Warrants repurchased

f.n.b. Corporation 1/9/2009 100 9/9/2009 — 11.52 651,042

first busey Corporation 3/6/2009 100 n/a 100 13.07 573,833

pinnacle financial partners, inc. 12/12/2008 95 n/a 95 26.64 267,455

iberiabank Corporation  12/5/2008 90 3/31/2009 — Warrants repurchased

first financial bancorp 12/23/2008 80 2/24/2010 0 12.9 465,117

Columbia banking system inc. 11/21/2008 76.9 n/a 76.9 14.49 398,023

flushing financial Corporation 12/19/2008 70 10/28/2009 — Warrants repurchased

nara bancorp, inc. 11/21/2008 67 n/a 67 9.64 521,266

first financial Holdings inc. 12/5/2008 65 n/a 65 20.17 241,696

Union bankshares Corporation 12/19/2008 59 11/18/2009 — Warrants repurchased

lakeland financial Corporation 2/27/2009 56 n/a 56 21.2 198,269

Center financial Corporation 12/12/2008 55 n/a 55 9.54 432,390

Home bancshares, inc. 1/16/2009 50 n/a 50 26.03 144,065

seacoast banking Corporation of florida 12/19/2008 50 n/a 50 6.36 589,623

the bancorp, inc. 12/12/2008 45.2 3/10/2010 — 3.46 980,203

first Community bancshares inc. 11/21/2008 41.5 7/8/2009 — 35.26 88,273

oceanfirst financial Corp. 1/16/2009 38.3 12/30/2009 — Warrants repurchased

eagle bancorp, inc.* 12/5/2008 38.2 12/23/2009 23.2 7.44 385,434

Centerstate banks of florida inc. 11/21/2008 27.9 9/30/2009 — Warrants repurchased

Washington banking Company  1/16/2009 26.4 n/a 26.4 8.04 246,082

Heritage financial Corporation 11/21/2008 24 n/a 24 13.04 138,037

Middleburg financial Corporation 1/30/2009 22 12/23/2009 — 15.85 104,101

Midsouth bancorp, inc. 1/9/2009 20 n/a — 14.37 104,384

bar Harbor bankshares** 1/16/2009 18.8 2/24/2010 — 26.81 52,455

Monarch financial Holdings, inc. 12/19/2008 14.7 12/23/2009 — Warrants repurchased

Center bancorp, inc. 1/9/2009 10 n/a 10 8.65 86,705

Central valley Community bancorp 1/30/2009 7 n/a 7 6.64 79,067

total 5,327.4                                280.1
notes: numbers affected by rounding. 
*eagle bancorp has partially redeemed the Cpp preferred.
** bar Harbor has not yet provided an official notice of its qualified equity offering  for treasury approval.

source: treasury, Warrant disposition report, 1/20/2010, treasury, respone to sigtarp data call, 4/8/2010, treasury, Transactions Report, 4/2/2010.

table 2.22
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treasury Warrant auctions
When a CPP recipient decides not to buy back its warrants directly from Treasury 
or cannot reach agreement on a repurchase price, Treasury holds a modified Dutch 
auction to sell the warrants publicly. Potential investors submit bids to the auc-
tion agent (Deutsche Bank) at specified increments above a minimum price. Once 
Deutsche Bank receives all bids, it determines the final price and distributes the 
warrants to the winning bidders. 

As of March 31, 2010, Treasury had successfully auctioned all its warrants 
in Bank of America, Washington Federal, Inc., Signature Bank, Texas Capital 
Bancshares, Inc., Capital One, JP Morgan Chase, and TCF Financial after each 
opted not to buy back its warrants directly after repaying TARP.178 Since January 1, 
2010, Treasury has held five public auctions in all (including two different classes 
of Bank of America warrants) raising approximately $1.6 billion. The auction of 
Bank of America A warrants was for the warrants Treasury received for its invest-
ment in Bank of America under TIP, and the B warrant auction was for the war-
rants it received under CPP. Final closing information for all auctions is shown in 
Table 2.23.

For more information on CPP warrant 
auctions, see SIGTARP’s January 2010 
Quarterly Report, page 60.

Dutch auction: For treasury’s warrant 
auctions (buyers bid for different quanti-
ties at once) the accepted price is set 
at the lowest bid of the group of high 
bidders whose collective bids fulfill the 
amount offered by treasury.

auction agent: a firm (such as an 
investment bank) that buys a series of 
securities from one institution for resale 
— also called an “underwriter.”

tabLe 2.23

treasury auctIons, as of 3/31/2010

Date of  
auction

# of Warrants 
offered

Minimum  
Bid price

Minimum  
Bid size

clearing 
price

proceeds to  
treasury

texas Capital bancshares, Inc. 3/11/2010 758,086 $ 6.50 100 warrants $6.50 $6.7 million

Signature bank 3/10/2010 595,829 16.00 100 warrants 19.00 11.3 million

Washington Federal, Inc 3/9/2010 1,707,456 5.00 100 warrants 5.00 15.6 million

bank of america 
a auction (tIP) 3/3/2010 150,375,940 7.00 100 warrants 8.35 1,255.6 million

bank of america b auction (CPP) 3/3/2010 121,792,790 1.50 100 warrants 2.55 310.6 million

tCF Financial 12/15/2009 3,199,988 1.50 100 warrants 3.00 9.6 million

JP Morgan Chase 12/10/2009 88,401,697 8.00 100 warrants 10.75 950.3 million

Capital one 12/3/2009 12,657,960 7.50 100 warrants 11.75 148.7 million
Note: Numbers affected by rounding.

Sources: Signature bank, “Prospectus Supplement,” 3/10/2010, http://files.shareholder.com/downloads/SbNY/865263367x0x358381/e87182b5-a552-43DD-9499-8b56F79aeFD0/8-K__Reg_FD_ 
offering_Circular.pdf, accessed 3/11/2010; texas Capital bancshares, Inc, “Prospectus Supplement,” 3/11/2010, www.sec.gov/archives/edgar/data/1077428/000095012310023800/d71405ae424b5.
htm, accessed 3/12/2010;  bank of america, “Form 8-K,” 3/3/2010, www.sec.gov/archives/edgar/data/70858/000119312510051260/d8k.htm, accessed 3/4/2010; bank of america, “Pro-
spectus Supplement,” 3/1/2010, www.sec.gov/archives/edgar/data/70858/000119312510044940/d424b7.htm, accessed 3/4/2010; bank of america, “Prospectus Supplement,” 3/1/2010, 
www.sec.gov/archives/edgar/data/70858/000119312510044945/d424b7.htm, accessed 3/4/2010; Washington Federal, “Prospectus Supplement,” 3/9/2010, www.sec.gov/archives/edgar/
data/936528/000119312510052062/d424b5.htm, accessed 3/10/2010;tCF Financial, “Prospectus Supplement,” 12/16/2009, www.sec.gov/archives/edgar/data/814184/000104746909010786/
a2195869z424b5.htm, accessed 12/29/2009; JP Morgan Chase, “Prospectus Supplement,” 12/11/2009, www.sec.gov/archives/edgar/data/19617/000119312509251466/d424b5.htm, accessed 
12/29/2009; Capital one Financial, “Prospectus Supplement,” 12/3/2009, www.sec.gov/archives/edgar/data/927628/000119312509247252/d424b5.htm, accessed 12/4/2009; treasury, Transactions 
Report, 4/2/2010, www.financialstability.gov/docs/transaction-reports/4-2-10%20transactions%20Report%20as%20of%203-31-10.pdf, accessed 4/2/2010.
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Cpp recapitalizations and restructurings 
If a CPP bank is undercapitalized and in danger of becoming insolvent, it may 
propose a restructuring (or recapitalization) plan in “an attempt to preserve value” 
and stabilize itself. Under this process, the bank asks Treasury to conduct a formal 
review of its proposal. The bank’s proposal will discuss its recapitalization plan at 
length, may estimate how much capital it plans to raise from private investors, and 
may include discussion of a discount on Treasury’s shares.179

According to Treasury, after it receives a restructuring proposal, an external 
asset manager performs due diligence on the bank and analyzes the proposal.180 
The external asset manager interviews bank managers, gathers non-public informa-
tion, and conducts loan loss estimates and capital structure analysis. The manager 
submits its evaluation to Treasury, which in turn decides whether to restructure its 
CPP investment. According to Treasury, CPP-recipient restructuring may result 
in accepting less than par for the original CPP security, in effect resulting in a loss 
to Treasury. Treasury is willing to engage in these transactions however, because it 
believes that inaction may lead to the bank failing, resulting in a total loss to the 
taxpayer.181

Citigroup Common stock sale
On March 29, 2010, Treasury announced its intention to sell the approximately 
7.7 billion shares of Citigroup common stock that it held after converting the $25 
billion in preferred stock shares that it had received under CPP. Treasury agreed 
to a 90-day lockout period, which ended March 16, 2010 to facilitate Citigroup’s 
December 22, 2009, equity offering. In exchange for the 90-day lockout period, 
Citigroup agreed to pay all the costs associated with a sale of any securities is-
sued to Treasury by Citigroup or any of its subsidiaries in connection with TARP. 
Treasury hired Morgan Stanley as its capital markets advisor in connection with its 
Citigroup position. Treasury announced its intention to sell its Citigroup common 
shares into the market through various means in an orderly and measured fashion 
over the course of 2010, subject to market conditions pursuant to a prearranged 
written trading plan.182

Undercapitalized: a condition in which 
a financial institution does not meet its 
regulator’s requirements for sufficient 
capital to operate under a defined level 
of adverse conditions.

For more information on CPP recipi-
ent restructurings approved by Treasury, 
see SIGTARP’s October 2009 Quarterly 
Report regarding Banco Popular, page 
61, and SIGTARP’s July 2009 Quarterly 
Report regarding Citigroup, page 66.

For more information on Citigroup’s 
December 22, 2009, equity offering, 
see SIGTARP’s January 2010 Quarterly 
Report, page 73.
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Midwest Banc Holdings exchange 
As part of a Federal Reserve Board-approved capital plan, Midwest Banc Holding, 
Inc. (“Midwest”) asked Treasury on October 15, 2009, to convert into com-
mon stock the $84.4 million in preferred shares Treasury received for its CPP 
investment.

The capital plan required Midwest to: convert into common stock all of its 
Series A preferred shares and approximately $78.8 million of its senior and subor-
dinated debt; raise at least $125 million in private capital; and make anti-dilution 
adjustments as necessary.183

On January 4, 2010, Midwest converted all of its Series A preferred stock to 
common stock at 11% of par value (or an 89% discount), thereby completing the 
first part of its capital plan.184 Subsequently, on February 25, 2010, Treasury agreed 
to exchange its full CPP investment ($84.8 million in preferred stock and $4.5 
million in unpaid dividends) in Midwest for mandatorily convertible preferred stock 
(“MCP”).185 The new stock’s liquidation preference is similar to the original’s and 
will have the same 5% annual dividend rate from the issue date until February 15, 
2014, after which the rate becomes 9%.186 Treasury’s new MCP is worth approxi-
mately 16% of the par value of the previous preferred shares resulting in an 84% 
loss in value.187 Treasury may convert the new MCP into common stock at any time 
but Midwest can convert the MCP to common stock only if it completes its capital 
plan.  Unless otherwise converted, the new MCP automatically converts seven 
years from the issue date. Additionally, Midwest agreed with Treasury to revise the 
exercise price of its 4.3 million outstanding warrants issued through CPP from 
$2.97 to approximately $0.31 per share.188

As of March 31, 2010, Midwest had not completed two steps of the capital 
plan.  It had neither converted its senior and subordinated debt to common stock at 
a price less than 25% of the par value of such debt nor raised new equity capital. As 
a result of its poor financial position, the Federal Reserve issued Midwest a prompt 
corrective action order.189

sterling Financial corporation exchange
In a letter dated March 16, 2010, Treasury tentatively agreed to exchange its entire 
CPP investment ($303 million)190 in Sterling Financial Corporation (“Sterling”) for 
MCP. The MCP will have the same 5% annual dividend rate from the issue date 
until December 5, 2013, after which the rate becomes 9%.191

However, before Sterling receives final approval for the exchange from Treasury 
it needs to meet several criteria, including acquiring the consent of a substantial 
number of its trust preferred securities holders to buy back those securities, rais-
ing at least $650 million by issuing new common equity, and reaching a definitive 
conversion agreement with Treasury.192 

After Sterling meets all the criteria set by Treasury and the exchange is  

Mandatorily Convertible Preferred 
Stock (“MCP”): a type of preferred 
share that can be converted to com-
mon stock at the issuer’s discretion if 
specific criteria are met by a certain 
date.

Prompt Corrective action order: a 
federal law that requires Federal bank 
regulators to take necessary actions to 
resolve the problems of insured deposi-
tory institutions at the least possible 
long-term loss to the Deposit Insurance 
Fund.
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completed, Sterling will be able to convert the MCP to common stock at its 
discretion.193

first merchants Corporation exchange
On March 23, 2010, Treasury consented to a partial exchange with First 
Merchants Corporation, in which Treasury would convert up to $58 million of 
its $116 million in First Merchants preferred stock for up to $58 million in First 
Merchants trust preferred securities.194

The exchange is contingent on First Merchants maintaining its current Tier 1 
capital ratio, paying Treasury all accrued and unpaid dividends on the preferred 
stock, and entering into definitive documentation that is acceptable to Treasury. 
The exchange is also subject to First Merchants raising capital through a registered 
direct private placement of between 2.1 and 4.2 million common shares.195 On 
March 30, 2010, First Merchants announced it had completed a direct private 
placement of 4.2 million common shares, raising $24.1 million.196

use of funds
As reported in the January 2010 Quarterly Report, Treasury finally adopted 
SIGTARP’s longstanding recommendation that it collect and report data concern-
ing TARP recipients’ use of TARP funds in December 2009. Specifically, Treasury 
agreed to obtain and report publicly qualitative data from each TARP recipient 
on its use of TARP funds, backed by data from the institutions’ regulators and 
Treasury’s own analysis.  In March 2010, Treasury sent its use of funds survey to 
TARP recipients. Responses are due before April 19, 2010. 

small-business lending initiatives
During the past quarter, Treasury unveiled two new small-business related ini-
tiatives that are similar to TARP’s Capital Purchase Program (“CPP”) in that 
both exchange capital for shares of the approved institutions’ preferred stock or 
subordinated debt. The first, the Community Development Capital Initiative 
(“CDCI”), will directly use TARP funds. According to Treasury’s description of its 
intended legislative proposal, the other initiative, the Small Business Lending Fund 
(“SBLF”), will operate outside of TARP, although it will use $30 billion in previous-
ly authorized TARP money.197 As of March 31, 2010, the Administration’s proposal 
had not been formally introduced in Congress. 

direct private placement: sale of se-
curities to investors meeting minimum 
net worth and sophistication require-
ments, thus receiving an exception 
from normal securities and exchange 
Commission securities registration 
requirements.
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community Development capital Initiative 
Under CDCI, TARP will make capital investments in the preferred stock or 
subordinated debt of eligible banks and credit unions certified as Community 
Development Financial Institutions (“CDFIs”). In general, these organizations pro-
vide financial services to under-served communities.198 The Obama Administration 
announced CDCI on February 3, 2010, as an initiative to “improve access to 
credit for small businesses.”199 The “CDFI” designation is a certification granted by 
Treasury’s CDFI Fund division. There had not been any transactions under CDCI 
as of March 31, 2010.200 Treasury announced that it would invest up to $1 billion 
in the program.201 As of February 17, 2010, CBO estimated that the program will 
cost the Government less than $500 million; OMB did not have an estimated pro-
gram cost, as the agency’s cutoff date for analysis was December 31, 2009.202

CDCI has two components: one for banks and one for credit unions. In ex-
change for Treasury’s investment, the Government will earn annual dividends or 
effective interest of 2% (which is lower than CPP’s 5%) on the instruments issued 
by CDFIs. In the eighth year, the dividend rises to 9%. Under this program, TARP 
can invest up to a total of 5% of an institution’s total risk-weighted assets.203 Credit 
unions are member-owned, non-profit entities that have a different capital struc-
ture than banks, which are shareholder-owned, for-profit entities.204 Credit unions 
may apply for Government funds totaling up to 3.5% of their total assets — ap-
proximately matching the 5% of risk-weighted assets for banks. Participating credit 
unions, S-corps, electing institutions, and mutual banks will issue subordinated 
debt in lieu of preferred stock issued by banks, bank holding companies, thrifts, 
and savings and loan holding companies.205

terms for senior securities and Dividends 
CDCI is open to qualifying financial institutions certified as CDFIs or that have ap-
plied for CDFI status by April 30, 2010. The original deadline for both existing and 
prospective CDFIs to receive funds was extended from April 2, 2010, to April 30, 
2010.206 The applications for new funding must be reviewed and approved by each 
financial institution’s regulator.207 

Under CPP, Treasury funded 22 CDFIs (see Table 2.15); however there 
are a total of 61 CDFIs and 141 credit unions that are eligible to participate in 
CDCI.208 A CDFI that is already utilizing CPP may request to convert those shares 
into CDCI shares, thereby reducing the dividend percentage it must pay the 
Government from 5% to 2%.209 According to Treasury, CDFIs will not be required 
to issue warrants, due to the de minimus exception in the Emergency Economic 
Stabilization Act of 2008 (“EESA”), which grants Treasury the authority to waive 
the warrant requirements for qualifying institutions in which Treasury has invested 

Community Development Financial 
Institutions (“CDFIs”): Financial institu-
tions eligible for treasury funding to 
serve the CDCI’s targeted demographic 
under the CDFI Fund. CDFIs were cre-
ated in 1994 by the Riegle Community 
Development and Regulatory Improve-
ment act.

Under-Served Communities: Either 
geographic areas or demographic 
groups that treasury’s CDFI Fund divi-
sion determines lack adequate access 
to financial services.

total Risk-Weighted assets: a bank’s 
total assets after making adjustments 
based on each individual asset’s risk 
factor.

Dividend: Distributions of cash or stock 
to shareholders as announced by the 
company’s board of directors.
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$100 million or less.210 Table 2.24 lists all CPP participants that are currently 
eligible for CDCI.

If, during the application process, a CDFI bank’s primary regulator deems it 
undercapitalized, Treasury will match private investments on a dollar-for-dollar 
basis up to 5% of the bank’s risk-weighted assets, but only if the combined invest-
ment is enough to give the institution adequate capitalization leading the regulator 
to deem it healthy and viable.211 The private capital must be junior to Treasury’s 
investment.212 The following examples are illustrative.

Cpp partiCipants eliGible for CdCi, as of 4/2/2010

name of institution City state
investment 
description

investment 
amount

broadway financial Corporation los angeles Ca preferred stock $15,000,000

Carver bancorp, inc. new York nY preferred stock 18,980,000

Citizens bancshares Corporation atlanta ga preferred stock 7,462,000

City national bancshares Corporation newark nJ preferred stock 9,439,000

Community bank of the bay oakland Ca preferred stock 1,747,000

first american international Corp. brooklyn nY preferred stock 17,000,000

first independence Corporation detroit Mi preferred stock 3,223,000

guaranty Capital Corporation belzoni Ms subordinated 
debentures 14,000,000

Harbor bankshares Corporation baltimore Md preferred stock 6,800,000

ibC bancorp, inc. Chicago il subordinated 
debentures 4,205,000

ibW financial Corporation Washington dC preferred stock 6,000,000

legacy bancorp, inc. Milwaukee Wi preferred stock 5,498,000

liberty financial services, inc. new orleans la preferred stock 5,645,000

M&f bancorp, inc. durham nC preferred stock 11,735,000

Mission Community bancorp san luis obispo Ca preferred stock 5,116,000

Mission valley bancorp sun valley Ca preferred stock 5,500,000

oneUnited bank boston Ma preferred stock 12,063,000

pgb Holdings, inc. Chicago il preferred stock 3,000,000

premier bancorp, inc. Wilmette il subordinated 
debentures 6,784,000

southern bancorp, inc. arkadelphia ar preferred stock 11,000,000

tri-state bank of Memphis Memphis tn preferred stock 2,795,000

University financial Corp, inc. st. paul Mn subordinated 
debentures 11,926,000

total $184,918,000
note: numbers affected by rounding. 

source: treasury, Transactions Report, 4/2/2010.

table 2.24
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Cpp partiCipants eliGible for CdCi, as of 4/2/2010

name of institution City state
investment 
description

investment 
amount

broadway financial Corporation los angeles Ca preferred stock $15,000,000

Carver bancorp, inc. new York nY preferred stock 18,980,000

Citizens bancshares Corporation atlanta ga preferred stock 7,462,000

City national bancshares Corporation newark nJ preferred stock 9,439,000

Community bank of the bay oakland Ca preferred stock 1,747,000

first american international Corp. brooklyn nY preferred stock 17,000,000

first independence Corporation detroit Mi preferred stock 3,223,000

guaranty Capital Corporation belzoni Ms subordinated 
debentures 14,000,000

Harbor bankshares Corporation baltimore Md preferred stock 6,800,000

ibC bancorp, inc. Chicago il subordinated 
debentures 4,205,000

ibW financial Corporation Washington dC preferred stock 6,000,000

legacy bancorp, inc. Milwaukee Wi preferred stock 5,498,000

liberty financial services, inc. new orleans la preferred stock 5,645,000

M&f bancorp, inc. durham nC preferred stock 11,735,000

Mission Community bancorp san luis obispo Ca preferred stock 5,116,000

Mission valley bancorp sun valley Ca preferred stock 5,500,000

oneUnited bank boston Ma preferred stock 12,063,000

pgb Holdings, inc. Chicago il preferred stock 3,000,000

premier bancorp, inc. Wilmette il subordinated 
debentures 6,784,000

southern bancorp, inc. arkadelphia ar preferred stock 11,000,000

tri-state bank of Memphis Memphis tn preferred stock 2,795,000

University financial Corp, inc. st. paul Mn subordinated 
debentures 11,926,000

total $184,918,000
note: numbers affected by rounding. 

source: treasury, Transactions Report, 4/2/2010.

Example	A: A CDFI needs additional capital equaling 4% of its risk-weighted 
assets to reach the standard set by its regulator. If it raises 2% (of risk-weighted 
assets) from private investors, Treasury would match the investment so that the in-
stitution reaches its viability standard.213 This provides the CDFI with a 4% capital 
infusion.

Example	B: A CDFI needs additional capital equaling 4% of its risk-weighted 
assets to reach the standard set by its regulator. If it raises 3% (of risk-weighted 
assets) from private investors, Treasury would match the investment, thereby push-
ing the institution above its viability standard. This provides the CDFI with a 6% 
capital infusion, and the institution exceeds its minimum capital requirement.

Example	C: A CDFI needs additional capital equaling 4% of its risk-weighted 
assets to reach the standard set by its regulator. If it raises 6% (of risk-weighted 
assets) from private investors, Treasury would match 5% (of risk-weighted assets), 
the maximum the program allows. This provides the CDFI with an 11% capital 
infusion, and it exceeds its minimum capital requirement.

Example	D:	A CDFI needs additional capital equaling 11% of its risk-weighted 
assets to reach the standard set by its regulator. Unless the CDFI can raise at least 
6% from private investors, the capital requirement cannot be met and the CDFI 
cannot participate in the program.

As of April 2, 2010, OFS received the following from current CPP 
participants:214

•	 20 applications to exchange CPP capital for CDCI capital from current CDFIs
•	 four applications to exchange CPP capital for CDCI capital from bank/thrifts 

that are not currently CDFIs
•	 one application for increased funding under CDCI for a current CPP CDFI 

(which CDFI also filed a CPP/CDFI exchange application)

small business lending fund (“sblf”)
On February 2, 2010, the Administration announced it will seek new legislation to 
create the Small Business Lending Fund (“SBLF”) to provide up to $30 billion to 
stimulate small-business lending.215 

As described in Treasury’s “Summary Response to SIGTARP’s Outstanding 
Recommendations” in Appendix H: “Correspondence,” Treasury does not intend to 
include TARP oversight mechanisms in its proposed legislation. SIGTARP’s objec-
tion to possibly being excluded from SBLF oversight can be found in Appendix H. 
According to Treasury, SBLF would be structured as follows:216

•	 SBLF would not be an EESA- or TARP-related program.
•	 SBLF would be funded with $30 billion that special legislation would transfer 

from TARP’s original allocation. 
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•	 Under	SBLF,	banks	increasing	small-business	lending	above	2009	levels	would	
receive	incentives	through	reduced	dividend	or	interest	obligations.

The	proposal	includes	two	different	incentives	for	lenders	to	increase	small-
business	lending.	First,	eligible	financial	institutions	would	be	able	to	receive	capi-
tal	investments	in	amounts	up	to	3%	or	5%	of	their	risk-weighted	assets,	based	on	
each	institution’s	size.	Banks	with	$1	billion	or	less	in	assets	could	receive	capital	
investments	of	up	to	5%	of	risk-weighted	assets,	whereas	banks	with	assets	between	
$1	billion	and	$10	billion	would	be	eligible	for	up	to	3%.217

Second,	Treasury	would	decrease	dividend	or	interest	rates	from	an	initial	5%	
by	1%	for	every	2.5%	increase	in	small-business	lending	made	within	the	next	two	
years	above	the	2009	levels.	Through	this	arrangement,	the	dividend	or	interest	
rate	could	be	reduced	to	as	little	as	1%.	Because	the	dividend	rate	a	bank	pays	is	
based	on	its	percentage	increase	in	small-business	lending,	it	would	be	required	to	
report	the	increase	from	its	2009	baseline.218	

Example:		Bank	A,	with	$500	million	in	risk-weighted	assets,	held	$250	million	
in	business	loans	at	the	end	of	every	quarter	of	2009.	In	2010	it	earns	approval	to	
draw	capital	equal	to	5%	of	its	risk-weighted	assets	from	SBLF	(the	maximum)	—	
$25	million.	It	then	boosts	small-business	lending	to	$275	million	after	two	years	
(a	10%	increase).	As	a	result,	although	it	received	capital	with	an	initial	dividend	
rate	of	5%,	the	rate	would	drop	to	1%.	

Because	Treasury’s	proposed	legislation	for	SBLF	would	be	outside	of	TARP,	
participants	would	not	be	subject	to	the	executive	compensation	limits	or	the	
requirements	to	issue	warrants	to	Treasury	or	other	restrictions	required	under	
EESA,	nor,	as	Treasury	currently	contemplates	SBLF,	would	the	administration	
of	the	program	or	its	participants	be	subject	to	TARP	oversight,	including	that	of	
SIGTARP.219	According	to	Treasury,	eligible	banks	that	have	previously	received	
CPP	funds	will	be	able	to	convert	into	SBLF.	Under	the	Treasury	proposal	for	
SBLF,	CPP	recipients	would	be	allowed	to	refinance	CPP	securities	for	SBLF	
securities.	Because	the	SBLF	proposal	is	still	pending,	the	final	terms	for	such	
refinancing	have	not	been	determined.220	Due	to	the	removal	of	executive	oversight	
restrictions,	lower	potential	interest	rates,	and,	apparently,	less	oversight,	SIGTARP	
anticipates	that	most	eligible	banks	will	choose	to	convert.

systemically significant Failing institutions program/aig 
investment program
According	to	Treasury,	the	Systemically	Significant	Failing	Institutions	(“SSFI”)	
program	was	established	to	“provide	stability	and	prevent	disruptions	to	finan-
cial	markets	from	the	failure	of	institutions	that	are	critical	to	the	functioning	
of	the	nation’s	financial	system.”221	The	Government	has	allocated	$69.8	billion	
through	SSFI	in	American	International	Group,	Inc.	(“AIG”),	the	program’s	sole	

executive Compensation: payments to 
a corporation’s employees, particularly 
those executives who have policymak-
ing authority at the corporation, in 
exchange for their services. these 
payments often include base salary, 
bonuses, grants of shares and stock 
options, and other company benefits 
(including, for example, health care and 
retirement benefits).
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participant.222 As of February 17, 2010, CBO estimated that SSFI will ultimately 
cost Treasury $36 billion; OMB estimated a cost of approximately $50 billion.223

status of ssFI Funds
On November 25, 2008, Treasury made its initial investment in AIG with the 
purchase of $40 billion of cumulative preferred AIG stock and common stock war-
rants. In addition to this equity investment, on April 17, 2009, Treasury committed 
to fund an equity capital facility under which AIG could draw up to $29.8 billion 
in exchange for more preferred stock and additional common stock warrants. As 
of March 31, 2010, AIG had drawn down $7.54 billion from the equity capital 
facility.224

aIg update
On February 26, 2010, AIG reported a net loss of $8.9 billion for the quarter end-
ing December 31, 2009 — its first quarterly loss following profits of $455 million 
and $1.8 billion, respectively, for each of the two previous quarters.225

Dividend payments
As of March 31, 2010, AIG had not paid dividends for five consecutive quarters 
(bringing its total arrears to $4.2 billion226). As a result, under the documents gov-
erning Treasury’s preferred AIG shares, Treasury has the right to elect the greater 
of two directors and a number of directors (rounded upward) equal to 20% of the 
total number of directors of AIG after giving notice to such election to AIG’s board. 
On April 1, 2010, Treasury executed and delivered a written consent to AIG which 
appointed, at Treasury’s direction, Donald H. Layton and Ronald A Rittenmeyer as 
directors of AIG.227

The term of these directors will extend until the earlier of (i) AIG’s next an-
nual meeting of shareholders (or special meeting called for that purpose), (ii) the 
removal of such directors as provided for in the Certificates of Designations for 
Treasury’s preferred stock, or (iii) dividends payable on Treasury’s preferred stock 
have been declared and paid in full for four consecutive quarterly dividend peri-
ods. At the next annual meeting of shareholders of AIG (scheduled for May 2010), 
Treasury can re-elect these directors or elect replacements. 

Because, at present, AIG’s board consists of 12 members, Treasury has the right 
to elect an additional individual as director. Treasury continues to move forward 
with a process to identify additional potential candidates to fill that position.228 

use of Funds report
As part of AIG’s equity capital facility agreement with Treasury, it must submit a re-
port describing how it plans to use the facility’s proceeds.229 As of March 31, 2010, 
the funds drawn down on the equity capital facility have been used to meet capital 

Cumulative Preferred Stock: a type of 
stock that requires a defined dividend 
payment. If the company does not pay 
the dividend, it still owes the missed 
dividend to the stock’s owner.

Equity Capital Facility: a commitment 
to invest equity capital in a firm under 
certain future conditions.
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solvency requirements resulting from declines in the value of investments and to 
purchase shares of United Guaranty Corporation (“UGC”), an AIG subsidiary. In 
addition, funds have been used to provide capital support to UGC and to settle pay-
ments for UGC.230 Additional drawdowns totaling approximately $2.2 billion were 
made on February 19, 2010, and March 16, 2010. These drawdowns were used to 
fund three transactions:231 

•	 AIG’s redemption of 100% of its preferred shares held by National Union Fire 
Insurance Company of Pittsburgh (“NUFI”) for approximately $1.94 billion 

•	 continued capital support for UGC totaling approximately $48 million 
•	 purchase of AIG shares from AIA subsidiaries AIA(B) and Philam Life AIG 

and purchase of AIG shares held by the ALICO (Japan) unit for approximately 
$213.5 million

federal reserve Credit facility reduction
As discussed in SIGTARP’s January 2010 Quarterly Report, on December 1, 2009, 
FRBNY received $25 billion in preferred equity interests in two special purpose 
vehicles (“SPVs”) established to hold the outstanding stock of AIG’s largest for-
eign insurance subsidiaries, American Life Insurance Company (“ALICO”) and 
AIA Group, Limited (“AIA”), as satisfaction for $25 billion owed by AIG under the 
Revolving Credit Facility (a Federal Reserve facility not involving TARP funds) and 
a corresponding reduction in the amount available under the facility. This transac-
tion decreased AIG’s outstanding principal balance on the facility from $42 billion 
to $17 billion and reduced its total borrowing capacity under the facility from $60 
billion to $35 billion.232 As of March 31, 2010, AIG’s total outstanding principal 
balance under the facility was $21.7 billion.233 

sale of business and assets
On March 1, 2010, AIG announced the signing of an agreement to sell its AIA 
unit to Prudential plc for approximately $35.5 billion, including approximately 
$25 billion in cash, $8.5 billion in face value of equity and equity-linked securities, 
and $2.0 billion in face value of Prudential preferred stock. AIG will use the cash 
portion of the proceeds to redeem FRBNY’s approximately $16 billion of preferred 
interests in the AIA SPV and to repay approximately $9 billion of its debt under the 
Revolving Credit Facility. AIG will sell the $10.5 billion of Prudential securities, 
subject to minimum holding periods and market conditions. The proceeds will be 
used to repay outstanding debt under the Revolving Credit Facility.234

On March 8, 2010, AIG announced the signing of an agreement to sell ALICO 
to MetLife, Inc., for approximately $15.5 billion, including $6.8 billion in cash and 
the remainder in equity securities of MetLife, subject to closing adjustments. AIG 

revolving Credit facility: a line of credit 
for which the borrower pays a commit-
ment fee and is then allowed to use up 
to a guaranteed maximum amount of 
funds when they are needed.

special purpose vehicle (“spv”): an 
off-balance-sheet legal entity that holds 
the transferred assets presumptively 
beyond the reach of the entities provid-
ing the assets and is legally isolated.

face value: the nominal value or dollar 
value of a security stated by the issuer.
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will use the cash portion of the proceeds to redeem approximately $6.8 billion of 
the preferred interests held by FRBNY in the ALICO SPV. AIG will sell the remain-
ing MetLife securities over time, subject to minimum holding periods and market 
conditions. The net cash proceeds from this sale will be used first to redeem the 
remainder of the preferred shares in the ALICO SPV held by FRBNY and then to 
repay outstanding debt under the Revolving Credit Facility.235 In addition to these 
two transactions, AIG continues to explore opportunities to sell other non-core 
assets and raise capital. AIG must pay off its FRBNY debt before it can repay 
Treasury for the TARP investments.236 

AIG is continuing to make progress in the “wind down” of its financial prod-
ucts unit. The unit’s notional exposure is now under $1 trillion, as compared to $2 
trillion in September 2008. In addition, the number of employees at the financial 
products unit has been reduced from more than 400 to less than 250. It is now 
anticipated that the wind-down process will be substantially completed by the end 
of 2010.237

targeted investment program and asset Guarantee program
Through the Targeted Investment Program (“TIP”), Treasury invested $40 billion 
of TARP funds in Citigroup, Inc. (“Citigroup”) and Bank of America Corporation 
(“Bank of America”). Treasury invested $20 billion in Citigroup on December 31, 
2008, and $20 billion in Bank of America on January 16, 2009.238 By December 
2009, both banks had repaid the TIP investments.239 The program is effectively 
closed.240

Under the Asset Guarantee Program (“AGP”), Treasury, the FDIC, the Federal 
Reserve, and Citigroup agreed to share losses on a pool of Citigroup assets val-
ued at approximately $301 billion.  Although Treasury’s asset guarantee was not a 
direct cash investment, it exposed taxpayers to a potential TARP loss of $5 billion. 
In return, Treasury received approximately $4 billion in Citigroup trust preferred 
securities. This program was terminated without any TARP losses on December 23, 
2009.241 Treasury still holds the $2.2 billion in Citigroup trust preferred shares it 
acquired through the termination of AGP. As of February 17, 2010, CBO estimates 
that the additional assistance given to Bank of America and Citibank under TIP 
and AGP will result in a $5 billion gain to taxpayers; OMB projects a $7 billion 
gain.242

bank of america
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Bank of America repaid the $45 billion in TARP assistance it received under the 
TIP and CPP programs by December 31, 2009. After Bank of America repaid its 
principal balance, Treasury still owned warrants of the institution’s shares.
On March 3, 2010, Treasury auctioned two groups of Bank of America warrants 
with net proceeds of approximately $1.56 billion.243 (For more information on the 
auction of Bank of America warrants, see the “Capital Purchase Program” section 
of this report.) This auction effectively disposed of Treasury’s remaining holdings in 
the company and ended Bank of America’s participation in CPP and TIP.244 
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asset sUpport prograMs
Three programs under TARP have been designed to support markets for spe-
cific asset classes: the Term Asset-Backed Securities Loan Facility (“TALF”), the 
Public-Private Investment Program (“PPIP”), and the Unlocking Credit for Small 
Businesses (“UCSB”) program. 

TALF provides up to $200 billion in Federal Reserve financing through the 
Federal Reserve Bank of New York (“FRBNY”), backed by up to $20 billion in 
TARP loss protection, to support asset-backed securities (“ABS”) transactions.245 
TALF closed its lending program for non-mortgage-backed ABS and legacy com-
mercial mortgage-backed securities (“CMBS”) on March 31, 2010; the last sub-
scription closed on March 11, 2010.246 The last scheduled subscription for newly 
issued CMBS is June 18, 2010, which will mark the close of the program.247

PPIP utilizes equity and debt financing provided by Treasury through TARP to 
facilitate purchases of legacy mortgage-backed securities (“MBS”) held by various 
financial institutions.

Finally, through the UCSB/Small Business Administration (“SBA”) loan support 
initiatives, Treasury launched a program to purchase SBA 7(a) securities and pro-
posed that Congress transfer $30 billion of TARP money to a non-TARP initiative 
intended to extend credit to small businesses. 

term asset-backed securities loan facility (“talf”)
In November 2008, the Federal Reserve and Treasury announced TALF, under 
which FRBNY would issue up to $200 billion in loans collateralized by ABS, with 
the ultimate goal to make credit available to consumers and small businesses; up 
to $20 billion of TARP money would be used to fund the purchase by a special 
purpose vehicle, TALF LLC, of any surrendered collateral.248 

Under TALF, FRBNY issues loans secured by ABS collateral on a non-recourse 
basis. Because TALF loans are non-recourse, borrowers may walk away, surrender 
the collateral to FRBNY, and have no further obligations (unless the borrower 
breaches any of its representatives, warranties or covenants).

As of March 31, 2010, there had been no surrender of collateral and therefore, 
no loss of TARP funds.249 Through that same date, TALF LLC incurred approxi-
mately $824,000 in administrative expenses since its formation on February 4, 
2009.250 CBO projects TALF will cost Treasury approximately $1 billion, while 
OMB projects it will produce a $1 billion gain.251

Eligible collateral assets for TALF loans are:

•	 non-mortgage-backed	ABS — certain ABS backed by collateral other than 
commercial or residential real estate loans (eligibility criteria are discussed in 
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detail in SIGTARP’s Quarterly Report to Congress dated October 21, 2009,  
pages 75–76).

•	 legacy	CMBS — CMBS issued before January 1, 2009
•	 newly	issued	CMBS — CMBS issued on or after January 1, 2009 

The program, however, is now closed to loans with non-mortgage-backed ABS 
and legacy CMBS as collateral. Therefore, the only eligible collateral for new TALF 
loans are newly issued CMBS. 

program updates
The following program-related developments occurred over the last quarter, which 
are discussed in greater detail in this section:
•	 Final subscriptions have been placed for ABS and legacy CMBS.
•	 A third collateral monitor was hired to analyze TALF’s CMBS portfolio.
•	 FRBNY announced the rejection of 29 legacy CMBS CUSIPs during the first 

quarter of 2010.

final quarter for subscriptions of abs and legacy Cmbs
When TALF was extended on August 17, 2009, from its original December 31, 
2009 termination date because markets still had not recovered, the Federal Reserve 
Board extended the availability of TALF loans collateralized by newly issued ABS 
and legacy CMBS through March 31, 2010; TALF loans collateralized by newly 
issued CMBS were made available through June 30, 2010, in order to provide the 
market enough time to arrange newly issued CMBS transactions.252 The Federal 
Reserve does not anticipate further extension of the program.

third Collateral monitor added for Cmbs portfolio
FRBNY previously hired two TALF collateral monitors — Trepp, LLC (“Trepp”) 
and Pacific Investment Management Company (“PIMCO”).253 The collateral moni-
tors are independent third parties engaged by FRBNY to assess the riskiness of the 
pools of assets collateralizing the ABS and CMBS and to provide other analytical 
and reporting services related to the TALF portfolio. Trepp is engaged to support 
CMBS asset classes; PIMCO is supporting all asset classes. 

On February 16, 2010, FRBNY hired BlackRock Financial Management, Inc. 
(“BlackRock”) as a third collateral monitor to provide an independent, qualitative 
viewpoint on selected assets of legacy CMBS CUSIPs and to analyze FRBNY’s en-
tire TALF CMBS portfolio of collateral.254 In addition to the stress valuations per-
formed by Trepp and PIMCO, BlackRock used a different methodology to evaluate 
TALF-eligible legacy CMBS that are collateralizing outstanding TALF loans.255 The 
BlackRock contract expired on March 31, 2010.256

For more information on the TALF 
risk assessment process, see SIGTARP’s 
October 2009 Quarterly Report, page 78, 
and SIGTARP’s January 2010 Quarterly 
Report, page 78. 
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Conflict-of-Interest Mitigation
BlackRock is one of the eight fund managers participating in PPIP and is also 
the primary provider of risk and analytical support for FRBNY’s MBS Purchase 
Program.257 A separate BlackRock business division worked with FRBNY in manag-
ing portfolios for Maiden Lane LLC (regarding the Bear Stearns and J.P. Morgan 
merger) and for Maiden Lane II LLC and Maiden Lane III LLC (which involved 
the AIG restructuring).258 The collateral monitor agreement includes specific provi-
sions restricting information sharing and mitigating conflicts of interest between 
the two entities:259 

•	 FRBNY approved all collateral monitor staff members engaged in TALF, and all 
were required to execute acknowledgment agreements regarding their confiden-
tiality requirements and complete compliance training.

•	 TALF team members were physically separated from PPIP team members. 
•	 Collateral monitors were required to identify and provide mitigation plans 

for potential conflicts of interest. SIGTARP is entitled to review the TALF-
specific inspection results and audit reports produced by FRBNY, the Board of 
Governors of the Federal Reserve System, the Board’s Inspector General, and 
the Federal Open Market Committee.

rejected cusIps
FRBNY rejected 29 CUSIPs in the first quarter of 2010.260 For more information 
on why FRBNY rejects CUSIPs, see the January 2010 Quarterly Report, page 79. 

On January 5, 2010, FRBNY announced it had identified and corrected a meth-
odological error in the implementation of the FRBNY’s stressed scenario analysis, 
which led to the acceptance of legacy CMBS CUSIP 059497AX5, which would 
have been rejected as collateral if the methodology had been correct.261 

talF subscription activity
FRBNY offered 13 TALF non-mortgage-backed ABS subscriptions as of March 31, 
2010, totaling approximately $58.7 billion in TALF loans settled.262 Of the non-
mortgage-backed ABS loans settled, $36.9 billion was outstanding.263 Table 2.25 
includes all non-mortgage-backed ABS TALF loans settled since the inception of 
the program. 

On March 11, 2010, the final TALF subscription using non-mortgage-backed 
collateral closed.264

subscriptions using commercial Mortgage-Backed collateral
FRBNY had facilitated 10 TALF CMBS subscriptions as of March 31, 2010, total-
ing approximately $12.1 billion in TALF loans settled. Of the CMBS loans settled, 
$10.3 billion was outstanding.265 Table 2.26 includes all CMBS TALF loans settled 

CUSIP: Unique identifying number as-
signed to all registered securities in the 
United States and Canada.
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since the inception of the program. Three possible subscriptions remain for newly 
issued CMBS.266

next steps — what is talf now that the active lending phase is substantially 
Complete?
TALF loans have maturities of up to five years.267 Now that TALF is closed for new 
loans secured by ABS and legacy CMBS and will close for all asset classes on June 
30, 2010, FRBNY’s responsibilities under the program will shift primarily to portfo-
lio management, which includes the following duties:268

•	 documentation maintenance
•	 overseeing custodians responsible for holding the ABS collateral
•	 calculating and collecting principal and interest on TALF loans
•	 collecting interest on existing TALF loans

talf loans settled by abs seCtor (non-mortGaGe-baCked Collateral) ($ billions)

abs sector
1st quarter  

2009
2nd quarter  

2009
3rd quarter  

2009
4th quarter  

2009
1st quarter  

2010 totals

auto loans $ 1.9 $ 6.1 $ 4.5 $ 0.2 — $ 12.7

student loans  — 2.5 3.6 1.0 1.8 8.9

Credit Card receivables 2.8 12.4 8.4 1.8 0.9 26.3

equipment loans  — 1.0 0.1 0.3 0.2 1.6

floor plan loans  —  — 1.0 1.5 1.4 3.9

small-business loans  — 0.1 0.4 0.9 0.7 2.1

servicing advance 
receivables

 — 0.4 0.1 0.6 0.1 1.2

premium finance  — 0.5 0.5 — 1.0 2.0

total $ 4.7 $23.0 $18.6 $6.3 $6.1 $58.7
notes: numbers affected by rounding. data as of 3/31/2010. the first subscription in the program was in March 2009; therefore, the first quarter of 2009 represents one subscription while 
the remaining quarters represent three subscriptions.

source: frbnY, “talf non-CMbs operations,” no date, www.newyorkfed.org/markets/talf_recent_operations.html, accessed 3/12/2010. 

talf loans settled (Cmbs Collateral) ($ billions)

type of  
Collateral assets

2nd quarter  
2009

3rd quarter  
2009

4th quarter  
2009

1st quarter  
2010 total

newly issued CMbs $ — $ — $ 0.1 $ — $ 0.1

legacy CMbs  — 4.1 4.5 3.3 12.0

total $ — $4.1 $4.6 $3.3 $12.1
notes: numbers affected by rounding. data as of 3/31/2010. the first subscription in the program was in June 2009; therefore, the second quarter of 
2009 represents one subscription while the remaining quarters represent three subscriptions.

source: frbnY, “talf CMbs operations,” no date, www.newyorkfed.org/markets/CMbs_recent_operations.html, accessed 4/1/2010.

table 2.25

table 2.26
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•	 disbursing	excess	spread	to	TALF	borrowers	per	the	governing	documents
•	 ongoing	monitoring	of	TALF	portfolio
•	 collecting	and	managing	collateral	assets	if	a	borrower	defaults	on	a	loan	or	sur-

renders	the	collateral	without	recourse	in	lieu	of	repayment

In	addition	to	managing	the	portfolio	of	TALF	loans,	if	TALF	borrowers	sur-
render	collateral,	the	collateral	is	purchased	by	a	special	purpose	vehicle,	TALF	
LLC.	According	to	Treasury,	the	funding	for	TALF	LLC	comes	first	from	interest	
on	TALF	loans	then	from	Treasury’s	TARP	commitment	of	up	to	$20	billion,	and	
finally	from	FRBNY.	As	of	March	31,	2010,	TALF	LLC	had	assets	of	$404	million,	
including	approximately	$100	million	in	initial	TARP	funding	and	approximately	
$305	million	in	interest	payments	and	interest	income	earned	from	permitted	
investments.269	It	has	not	purchased	collateral	from	FRBNY.270

According	to	the	Security	and	Intercreditor	Agreement	amongst	TALF	LLC,	the	
FRBNY,	and	Treasury,	payments	by	TALF	LLC	from	all	amounts	available	in	the	
collateral	account	(other	than	amounts	available	in	the	loan	proceeds	account)	will	
first	be	used	to	cover	the	operating	expenses	of	TALF	LLC	and	to	fund	the	expense	
reimbursement	account.	Funds	will	then	be	distributed	in	the	following	order:	

1.	 the	principal	due	to	the	FRBNY	and	funding	of	the	FRBNY’s	senior	loan	
commitment

2.	 the	principal	due	to	Treasury
3.	 the	interest	due	to	FRBNY
4.	 the	interest	due	to	Treasury	

Any	remaining	funds	will	be	shared	by	FRBNY	and	Treasury	according	to	a	10%	
and	90%	split,	respectively.271

public-private Investment program
The	Public-Private	Investment	Program	(“PPIP”)	is	purportedly	designed	to	
purchase	legacy	securities	from	financial	institutions	through	Public-Private	
Investment	Funds	(“PPIFs”),	which	are	partnerships	that	combine	capital	from	
private-sector	investors	and	public	equity	investments	and	non-recourse	debt	from	
TARP	funds.	

	PPIP	is	designed	as	an	eight-year	program	with	the	possibility	of	two	one-year	
extensions.272	As	of	March	31,	2010,	Treasury	had	committed	$30	billion	of	equity	
and	debt	financing	to	PPIP.273	As	of	January	31,	2010,	CBO	estimated	that	PPIP	
will	cost	Treasury	approximately	$1	billion;	OMB	estimated	the	cost	or	gain	at	less	
than	$500	million.274

Legacy Securities: Real estate-related 
securities lingering on the balance 
sheets of financial institutions because 
of pricing difficulties resulting from 
market disruption.

Excess Spread: Interest generated 
by an asset less its financing costs, 
charge-offs, servicing costs, and any 
other related expenses. For taLF, the 
difference between interest received 
from the underlying aBS or CMBS 
collateral and the interest payments on 
the taLF loan.
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legacy securities program
According to Treasury, the Legacy Securities Program was designed to “restart the 
market for legacy securities, allowing banks and other financial institutions to free 
up capital and stimulate the extension of new credit.”275 

The securities eligible for purchase by PPIFs are asset-backed and supported by 
real estate-related loans, including non-agency residential mortgage-backed securi-
ties (“non-agency RMBS”) and CMBS that meet the following criteria:276

 
•	 issued before January 1, 2009 (legacy)
•	 bear an original AAA rating, or equivalent, from two or more credit rating 

agencies designated as nationally recognized statistical ratings organizations 
(“NRSROs”)

•	 secured directly by actual mortgages, leases, or other assets, and not other secu-
rities (other than certain swap positions, as determined by Treasury) 

•	 located primarily in the United States (the loans and other assets securing the 
non-agency RMBS and CMBS)

•	 purchased from financial institutions eligible for TARP participation 

ppif purchasing power
Through March 31, 2010, the eight remaining fund managers had raised $6.3 bil-
lion of private-sector equity capital, which Treasury matched for a total equity capi-
tal of $12.5 billion. Treasury also provided $12.5 billion of debt capital, resulting in 
$25.1 billion of PPIF purchasing power. Of that $25.1 billion, PPIFs had pur-
chased approximately $10 billion of PPIP-eligible assets, as of March 31, 2010.277 

Generally, PPIF managers have six months from the completion date of 
their first private-sector equity investment to raise additional private-sector eq-
uity. Oaktree was the final PPIF to begin raising private-sector equity capital; its 

For an analysis of the impact of NRSROs 
on TARP and the overall financial 
market, see SIGTARP’s October 2009 
Quarterly Report, page 113. 

non-agency residential Mortgage-
backed securities (“non-agency 
rMbs”): a financial instrument backed 
by a group of residential real estate 
mortgages that are not guaranteed by 
a government-sponsored enterprise 
(“gse”), such as the federal national 
Mortgage association (“fannie Mae”) 
or the federal Home loan Mortgage 
Corporation (“freddie Mac”).

table 2.27

publiC-private investment proGram ($billions)

private-sector equity 
Capital 

 
treasury equity 

 
treasury debt 

total purchasing 
power  

invesco legacy securities Master fund, l.p. $0.9 $0.9 $1.7 $3.4c

Wellington Management legacy securities ppif Master fund, lp 1.1 1.1 2.1 4.3

alliancebernstein legacy securities Master fund, l.p. 1.1 1.1 2.1 4.2

blackrock ppif, l.p. 0.7 0.7 1.4 2.8

ag geCC ppif Master fund, l.p. 0.9 0.9 1.8 3.7

rlJ Western asset public/private Master fund, l.p. 0.6 0.6 1.2 2.4

Marathon legacy securities public-private investment  
partnership, l.p. 0.4 0.4 0.8 1.7

oaktree ppip fund, inc. 0.6 0.6 1.3 2.5

Current totals as of 3/31/2010 $6.3 $6.3 $12.5 25.1

maximum potential totals $10.00 $10.00a $20.00b $40.00
note: numbers affected by rounding.
a represents treasury’s maximum equity obligation if limited partners other than treasury fund their maximum equity obligations.
b represents treasury’s maximum debt obligation if limited partners other than treasury fund their maximum equity obligations.
c fundraising period completed.

source: ppif Monthly performance reports submitted by each ppif Manager, March 2010.



quarterly report to congress I aPRIL 20, 2010    101

fundraising period ends June 18, 2010.278 Table 2.27 shows all equity and debt 
invested under the program.

Disclosure of ppIF transactions and Holdings
Since the PPIFs commenced trading operations in October 2009, SIGTARP has 
been in discussions with Treasury and PPIF managers concerning the appropriate 
disclosure of information about PPIF activity. As previously stated, SIGTARP be-
lieves that transparency in PPIP is vital to the program’s overall success and cred-
ibility. However, as urged by Treasury and PPIF managers, SIGTARP acknowledges 
that publishing security-by-security information poses a risk during the ramp-up 
period while PPIF managers are still building their portfolios, and that this may not 
be in the best interest of taxpayers and other PPIF investors. Specifically, disclos-
ing such data could reveal PPIF managers’ investment strategies, putting them at 
a disadvantage relative to private investors who could anticipate a PPIF manager’s 
strategy, purchase the targeted securities, then sell those securities back to the 
PPIF at a higher price. 

Accordingly, and consistent with SIGTARP’s previous recommendation that 
contemplated a temporary redaction of information that could harm taxpayer inter-
ests, SIGTARP will not disclose security-by-security information for active PPIFs in 
this report. SIGTARP anticipates that it will disclose such data in future quarterly 
reports. As indicated below, SIGTARP is publishing data related to the closed PPIF.

tcW Final analysis
As previously reported, one of the initial nine PPIF managers, The TCW Group, 
Inc. (“TCW”), is no longer a PPIF manager. Its PPIF was liquidated after the dis-
missal of its chief investment officer and PPIF portfolio manager, who was identi-
fied as a key person in its agreement with Treasury. (For more information, see 
SIGTARP’s January 2010 Quarterly Report, page 88.) On January 4, 2010, TCW 
entered into a winding-up and liquidation agreement with Treasury, dissolving its 
PPIF. Private investors received a letter explaining the agreement and allowing 
them to invest in other PPIFs.279

As of December 31, 2009, by which time the TCW PPIF was already frozen, its 
portfolio comprised $477.8 million in non-agency RMBS, 87.2% of the underlying 
mortgages were classified as Alt-A, and 12.8% were classified as Prime.  
Appendix J: “UST/TCW Fund Holdings” contains a security-by-security listing of 
the RMBS holdings that were in the fund as of December 31, 2009, before it was 
liquidated, as reported by TCW to SIGTARP.

On January 13, 2010, TCW repaid the outstanding $200 million loan to 
Treasury, plus interest of $342.2 thousand.280 It also repaid Treasury’s full equity 
investment, plus a $20.1 million profit.281

Key Person: an individual recognized 
as being necessary for the operation of 
an investment fund.
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fund performance
The performance of each PPIF — its gross and net returns since inception — is 
listed in Table 2.28, as reported by PPIF managers. The returns are calculated 
based on a methodology requested by Treasury. Each PPIF has three years to buy 
legacy securities in the market on behalf of its private and Government investors.282 
The program strives for “predominantly a long-term buy and hold strategy” of up to 
eight years for each PPIF. Extensions of up to two additional years are allowed but 
require Treasury’s written permission.283

The data in Table 2.28 is a snapshot of the funds’ performance over the quarter 
ending March 31, 2010, and may not be predictive of the funds’ performance over 

ppif investment status, as of 3/31/2010

manager

1-month 
return

(percent)a

3-month 
return 

(percent)a

Cumulative  
since inception 

(percent)a

ag geCC ppif Master fund, 
l.p.

gross 7.94 16.23 21.88

net 7.89 15.98 20.55

alliancebernstein legacy  
securities Master fund, l.p.

gross 2.39 6.20 6.46

net 2.18 5.68 5.08

blackrock ppif, l.p.
gross 2.55 10.95 12.65

net 2.44 10.59 11.77

invesco legacy securities 
Master fund, l.p.

gross 0.95 7.52 11.54

net 0.84 7.11 10.14

Marathon legacy securities 
public-private investment  
partnership, l.p.

gross 2.28 7.02 7.03

net 2.17 6.58 5.14

oaktree ppip fund, l.p.
gross 3.45 n/a 6.26

net 1.91 n/a 1.09

rlJ Western asset public/ 
private Master fund, l.p.

gross 1.34 3.59 7.47

net 1.25 3.42 6.79

Wellington Management legacy 
securities ppif Master fund, lp

gross 0.61 8.14 7.27

net 0.52 7.72 6.39
notes: oaktree has not actively traded for three months and therefore does not have a three-month return. 
the performance indicators are listed as reported by ppif managers without further analysis by sigtarp. the net returns include the 
deduction of certain management fees and expenses. further, several fund managers have told sigtarp that they are capitalizing 
start-up expenses in the first few quarters, which accounts for some of these expenses.
a time-weighted, geometrically linked returns. the net returns include the deduction of management fees and partnership expenses 
attributable to treasury.

sources: ppif Monthly performance reports submitted by each ppif manager, March 2010. sigtarp; response to initial report, 
3/23/2010.

table 2.28
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the long term. According to some PPIF managers, it would be premature to draw 
any long-term conclusions because, among other things, some PPIF managers have 
not fully implemented investment strategies and have not yet fully drawn down on 
capital commitments from Treasury.

According to Treasury, each PPIF manager may trade in both RMBS and 
CMBS, except for Oaktree, which may purchase only CMBS.284 Figure 2.15 shows 
the collective value of securities purchased by all PPIFs as of March 31, 2010, 
broken down by RMBS and CMBS.

PPIF investments can be classified by underlying asset type. For non-agency 
RMBS, the underlying assets are mortgages for homes occupied by up to four 
families; all non-agency RMBS investments are considered residential. For CMBS, 
the assets are commercial real estate mortgages: office, retail, multi-family, hotel, 
industrial (such as warehouses), mobile home parks, mixed-use (a combination 
of commercial and residential), and self storage. Figure 2.16 breaks down CMBS 
investment distribution by sector. The aggregate CMBS portfolio had large concen-
trations in office loans (32%)  and retail loans (26%). 

Non-agency RMBS and CMBS can be classified by estimated risk (some-
times referred to as “quality”). Investors are most concerned with whether the 
borrower(s) will default and the underlying collateral will be sold at a loss. There 
are no universal standards for ranking mortgage quality, and the designations 
vary depending on context. In general, the highest quality rankings are granted to 
mortgages with the highest requirements for the borrower’s credit, completeness of 
documentation, and underwriting standards. Treasury characterizes these invest-
ment-quality levels of risk for non-agency RMBS:285

•	 Prime — Mortgage loan made to a borrower with good credit that generally 
meets the lender’s strictest underwriting criteria. Non-agency prime loans gener-
ally exceed the dollar amount eligible for purchase by Government-sponsored 
enterprises (jumbo loans), but may include lower balance loans as well.

•	 Alt-A — Mortgage loan made to a borrower with good credit but with limited 
documentation or other characteristics that do not meet the standards for Prime 
loans. An Alt-A loan may have a borrower with a lower credit rating, a higher 
loan-to-value ratio, or limited or no documentation compared to a Prime loan.

•	 Subprime — Mortgage loan made to a borrower with a poor credit rating.
•	 Option	Adjustable	Rate	Mortgage	(“ARM”) — Mortgage loan that gives 

the borrower a set of choices of how much interest and principal to pay each 
month. This may result in negative amortization (an increasing loan principal 
balance over time).

AGGREGATE COMPOSITION OF PPIF 
PURCHASES, AS OF 3/31/2010
percent of $10 Billion

Note: Numbers affected by rounding.

Source: PPIF Monthly Performance Reports, March 2010.
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AGGREGATE CMBS PURCHASES BY 
SECTOR, AS OF 3/31/2010

Notes: Numbers affected by rounding. Calculated based on 
monthly data supplied by PPIF managers.

Source: PPIF Monthly Performance Reports, March 2010.
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Treasury characterizes these investment-quality levels of risk for CMBS:286

•	 Super	Senior — Most senior originally rated AAA bonds in a CMBS securitiza-
tion with the highest level of credit enhancement. Credit enhancement refers 
to the percentage of the underlying mortgage pool by balance that must be 
written down before the bond experiences any losses. Super Senior bonds often 
comprised 70% of a securitization and therefore had 30% credit enhancement at 
issuance.

•	 AM	(Mezzanine) — Mezzanine-level originally rated AAA bond. Creditors 
receive interest and principal payments after super senior creditors but before 
junior creditors. AM bonds often comprise approximately 10% of a CMBS 
securitization.

•	 AJ	(Junior) — The most junior bond in a CMBS securitization that attained a 
AAA rating at issuance. 

Figure 2.17 and Figure 2.18 show the distribution of the PPIP-held non-agency 
RMBS and CMBS investments by respective risk levels, as reported by PPIF 
managers.

Non-agency RMBS and CMBS can be classified geographically — by the states 

figUre 2.17

figUre 2.18

AGGREGATE RMBS PURCHASES BY 
QUALITY, AS OF 3/31/2010
percent of $8.8 Billion

Note: Numbers affected by rounding.   

Sources: PPIF Monthly Performance Reports, March 2010; 
Treasury, response to SIGTARP draft report, 4/17/2010. Treasury, 
response to SIGTARP draft report, 4/17/2010.
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Note: Numbers affected by rounding.   

Source: PPIF Monthly Performance Reports, March 2010.
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AGGREGATE GEOGRAPHICAL 
DISTRIBUTION — PERCENT OF TOTAL 
RMBS, AS OF 3/31/2010

Notes: Only states with the largest representation shown. 
Calculated based on monthly data supplied by PPIF managers.

Source: PPIF Monthly Performance Reports, March 2010. 
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represented by the underlying mortgages. Figure 2.19 and Figure 2.20 show the 
states with the greatest representation in the underlying non-agency RMBS and 
CMBS investments in the PPIFs, as reported by PPIF managers.

Non-agency RMBS and CMBS can also be classified by delinquency of the 
underlying mortgages. Figure 2.21 and Figure 2.22 show the distribution of the 
PPIP-held non-agency RMBS and CMBS investments by respective delinquency 
levels, as reported by PPIF managers.

Departure of ag gecc Key person
On February 22, 2010, SIGTARP was notified that Joseph Parsons, a GE repre-
sentative on the Investment Committee of AG GECC GP, LLC, announced his 
departure. Although Mr. Parsons is a key person listed in the Master Fund limited 
partnership agreement, his absence does not trigger the freezing of the AG GECC 
PPIF or the halting of its transactions under Treasury’s contract with AG GECC.287 
Treasury’s agreement with AG GECC GP, LLC provided that Treasury would freeze 
the PPIF only if, at any time, a majority of the named key persons or two specific 
named key persons, not including Mr. Parsons, departed.288

unlocking credit for small Businesses (“ucsB”)/small 
Business administration (“sBa”) loan support Initiative
To encourage banks to extend more credit to small businesses, Treasury announced 
the Unlocking Credit for Small Businesses (“UCSB”) program on March 16, 2009, 
stating it would purchase up to $15 billion in securities backed by pools of Small 
Business Administration (“SBA”) loans from two SBA programs: 7(a) and 504 
Community Development Loan.289 On March 19, 2009, Treasury made its first 
purchase of 7(a) securities under this program in the amount of $21.4 million.290 
Treasury now expects to buy no more than $1 billion in securities via UCSB.291

sBa 7(a) loan program Mechanics
The 7(a) program was established to provide financing for start-up and existing 
small businesses that might have difficulty qualifying for traditional loans. It helps 
finance a wide variety of business needs, including working capital; machinery, 
equipment, furniture and fixture, and land and building purchases; leasehold im-
provements; and debt refinancing, subject to certain conditions. Repayment terms 
range from 10 years for working capital funds to 25 years for other assets.292

Borrowers must meet lenders’ and SBA’s criteria. The SBA does not directly is-
sue 7(a) loans to small businesses but rather provides a partial guaranty against de-
fault. Borrowers must apply through approved SBA lenders, which then determine 
whether to grant the loan and if SBA backing is required. In the event of default, 
the lender receives partial reimbursement from SBA based on the guaranty terms. 
The business owner, however, remains liable for the loan’s full amount.293

AGGREGATE AVERAGE RMBS 
DELINQUENCIES BY MARKET VALUE, 
AS OF 3/31/2010

Note: Numbers affected by rounding.   

Source: PPIF Monthly Performance Reports, March 2010.
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7(a) Loan Program: SBa program 
guaranteeing a percentage of loans for 
small businesses that cannot otherwise 
obtain conventional loans at reasonable 
terms.

504 Community Development Loan 
Program: SBa program combining 
government-guaranteed loans with 
private-sector mortgage loans to 
provide loans of up to $10 million for 
community development.

AGGREGATE AVERAGE CMBS 
DELINQUENCIES BY MARKET VALUE, 
AS OF 3/31/2010

Notes: Numbers affected by rounding. Calculated based on 
monthly data supplied by PPIF managers.

Source: PPIF Monthly Performance Reports, March 2010.

Current92%

2% 60+ Days30 Days

6%



special inspector general i troubled asset relief program106

tarp support for 7(a) 
To raise cash, banks typically sell portions of their 7(a) loans to third parties on the 
secondary market known as pool assemblers, which pool or securitize the loans for 
sale to investors. Such sales free up cash for banks to make more small-business 
loans.294 During the recession, 7(a) activity slowed.295 Under TARP’s 7(a) support 
program, Treasury purchases pools of 7(a) loans anonymously on the secondary 
market through an approved pool assembler.296

Treasury initiated the program and signed a contract with the sole pool as-
sembler to date, Coastal Securities, on March 2, 2010.297 According to Treasury, 
Earnest Partners, as Treasury’s investment advisor, is conducting a survey to deter-
mine how similar securities are trading and the current volume of trades and also 
to assess other market information. As Treasury purchases 7(a) loan securities, a 
second firm, Gifford Fong Associates, is providing independent valuation services to 
determine whether received bids are financially viable and appropriately priced.298 
Earnest Partners will purchase the securities anonymously but can buy only from 
Coastal Securities at this stage.299

Purchasing decisions on 7(a) loan securities are determined by a pricing  
committee within Treasury, which reviews each bid based on market data and  
an independent valuation assessment.300 On March 19, 2010, Treasury bought 
$21.4 million in three floating rate 7(a) securities from Costal Securities, its first 
purchases under this program.301 The CUSIPs for these securities are as follows:302

•	 Floating Rate SBA 7(a) Security CUSIP 83164KYN7 for $4.4 million
•	 Floating Rate SBA 7(a) Security CUSIP 83165ADC5 for $8.3 million
•	 Floating Rate SBA 7(a) Security CUSIP 83165ADE1 for $8.7 million

pool assembler: a firm authorized to 
create and market pools of sba-guar-
anteed loans. 
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overview and description of market
in december 2009, treasury stated that it is shifting tarp’s focus and will limit future 

tarp investments to “housing, small business, and securitization markets that facilitate 

consumer and small-business loans.”303 this section examines the broader role of small 

businesses, both in the economy and in the financial system, and the government’s sup-

port of small-business lending.

what is a small business?

the small business administration (“sba”) defines a small business as “[a business] that 

is organized for profit; has a place of business in the U.s.; operates primarily within the 

U.s. or makes a significant contribution to the U.s. economy through payment of taxes 

or use of american products, materials, or labor; is independently owned and operated; 

and is not dominant in its field on a national basis. the business may be a sole proprietor-

ship, partnership, corporation, or any other legal form.”304 How small a “small business” is 

varies by industry and is usually measured either in average receipts or average number 

of employees. these are some examples of maximum size standards for the “small” 

category:305

• $7 million in average annual sales receipts for retail stores and service firms 

• 500 to 1,500 employees for manufacturers

• 100 employees for wholesale trade firms

• 500 employees for mining companies

no other federal department or agency may categorize a business as a “small busi-

ness” without sba approval.306 its definition of small business will be used throughout this 

section.

importance of small businesses to the u.s. economy

the government’s intention to provide assistance to the small business sector under-

scores its belief in the vital role small businesses can play in reviving growth in the U.s. 

economy. this sector is a significant part of the workforce and contributes greatly to 

the country’s gross domestic product (“gdp”). three characteristics contribute to the 

small-business sector’s dynamic role throughout the economy in shifting resources from 

outdated processes and industries to more productive ones — a large percentage of 

high-tech workers, a higher patent-to-employee ratio than for large businesses, and small 

tarp tUtorial: federal sUpport for  
sMall-bUsiness lending

the small business administration 
(“sba”) is an independent federal 
agency with a mission to aid, counsel, 
assist, and protect the interests of 
small businesses, to preserve free 
competitive enterprise, and to maintain 
and strengthen the overall economy. 
a more complete description of the 
sba, as well as a description of its 
programs, can be found later in this 
section.

gross domestic product: a measure of 
the total market value of all final goods 
and services produced in the U.s. 
during any quarter or year. gdp equals 
total consumer spending, business 
investment, government spending and 
investment, and the value of exports 
minus the value of imports.
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businesses’ short average duration.307 the small business sector’s positive impact on net 

new job growth underscores its vitality to eventual economic recovery.

Small-Business Employment

small businesses account for approximately half of all private-sector employment. this 

ratio fluctuates in response to economic cycles and conditions, but it has been relatively 

stable over the past few decades. in 2006, the last year for which data are available, small 

and big businesses employed roughly the same number of people, 60 million each, as 

shown in figure 2.9.308 

the financial Crisis 
since the onset of the financial crisis, lending to small businesses has dropped, making it 

difficult to launch or expand small businesses, meet payrolls, or acquire inventory. 

lending market response to the recession

small businesses rely heavily on banks for financing. after self-financing, small business 

owners get approximately 40% of their financing from banks, 30% from trade creditors, 

2006200420022000199819961994199219901988

Retail (NAICS)
Manufacturing (SIC)
Manufacturing (NAICS)

Total
Retail (SIC)

Note: The North American Industry Classi�cation System (”NAICS”) was adopted in 1997 to replace the Standard Industry 
Classi�cation (”SIC”) system.

Source: SBA, “An Analysis of Small Business and Jobs,” 3/2010, www.sba.gov/advo/research/rs359tot.pdf, p.5, accessed 
3/31/2010. 
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and 10% from commercial finance companies.309 as the recession set in, banks and other 

lenders tightened credit standards, restricting lending to all but the strongest borrowers 

and “reducing the amount of credit, increasing haircuts on positions financed, and shorten-

ing the term for which credit was extended.”310 

these new and sudden restrictions caught many small business owners off guard. for 

example, banks are typically allowed to cancel some working capital lines of credit at any 

time. in that event, small business owners may suddenly find that an expected source of 

credit has not only disappeared, but they must repay what they already borrowed sooner 

than expected.311 a small business’s finances are usually intertwined with its owner’s 

finances, which only exacerbates the problem. for example, many small business owners 

use credit cards for business purchases.312 often banks unilaterally reduce available credit 

or increase interest rates on credit cards.313 With this combination, many small business 

owners faced a reduction or withdrawal of the credit available to the business and were 

unable to make up the difference with personal funds. When a bank abruptly pulls credit 

and raises interest rates on existing debt, even a business that is otherwise stable may 

suddenly be unable to pay its bills and be forced to restrict business activities or even file 

for bankruptcy.

200620042002200019981996199419921990

Loans to large and medium-sized �rms
Loans to small �rms

Source: Federal Reserve, “The January 2010 Senior Loan Of�cer Opinion Survey on Bank Lending Practices,” 2/1/2010, www.federalreserve.gov/boarddocs/snloansurvey/201002/fullreport.pdf., 
accessed 3/3/2010.
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although a recent survey showed that most banks have finally stopped tightening 

credit-underwriting standards as illustrated in figure 2.10, most have not relaxed stan-

dards either.314 the same survey showed that the few banks that continued tightening 

credit terms were more restrictive to small firms than to larger firms.315 

Lending by Small Banks vs. Large Banks 

federal banking regulators do not specifically collect data on loans to small businesses.  

for reporting purposes, small-business loans are categorized as business loans with 

original amounts of $1 million or less. even that data is only collected every June 30.316 as 

of June 30, 2009, commercial banks with total assets of $1 billion or more (classified as 

large banks) represented 89.5% of all commercial banking assets and originated 65.8% 

of small-business loans.317 small-business loans are a larger portion of small banks’ loan 

portfolios, as shown in figure 2.11. large banks have received a much larger portion of 

tarp assistance, as shown in figure 2.12.

from June 30, 2008, to June 30, 2009, outstanding small-business loans dropped 

$14.5 billion, or 2.3%. small banks with less than $100 million in assets had the largest 

percentage decline ($2.3 billion or 7.9%) while large banks had the largest decline in loan 

volume ($7.6 billion or 1.8%).318 according to the federal deposit insurance Corporation 

Small-Business Loans
TARP Assistance

<$100 Million $100 Million –
$1 Billion

>$1 Billion

SMALL-BUSINESS LOANS VS. 
TARP ASSISTANCE BY BANK SIZE, 
AS OF 6/30/2009
$ MILLIONS

Notes: Business loans with original amounts less than $1 million 
used as a proxy for small-business loans. Bank size for TARP 
assistance based on risk-weighted assets, calculated based on 
participation in CPP.

Sources: FDIC, “Statistics on Banking,” no date, 
www2.fdic.gov/SDI/SOB/, accessed 3/30/2010. Treasury, 
“Transactions Report,” 7/2/2009, www.�nancialstability.gov/docs/ 
transaction-reports/transactions-report_070209.pdf, accessed 
4/1/2010. 

0

$100,000

$200,000

$300,000

$400,000

$500,000

figUre 2.12

Note: Business Loans with original amounts less than $1 million used as a proxy for Small Business Loans.   

Source: FDIC, “Statistics on Banking,” no date, www2.fdic.gov/sdi/sob, accessed 3/20/2010.
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Credit Underwriting: the process used 
by a financial institution to determine 
the risks involved in providing credit to 
a borrower and to measure those risks 
against standards established by the 
financial institution’s board of direc-
tors. for a small business loan, credit 
underwriting standards can be applied 
to the firm, the owner, or both.
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(“fdiC”), all commercial bank lending declined in 2009. during the fourth quarter, commer-

cial and industrial loans dropped the most, at $54.5 billion or 4.3%. during all of 2009, 

total commercial banking assets fell by a net $731.7 billion, or 5.3%, the largest one-year 

percentage drop since the fdiC was formed in 1933.319 

small business administration (“sba”)

Congress established the small business administration (“sba”) in 1953 to “aid, counsel, 

assist and protect, insofar as is possible, the interests of small businesses.” sba’s mission 

is to help small businesses start and grow by providing loan assistance.320 sba supports 

small businesses primarily by guaranteeing loans from private lenders, as well as offer-

ing debt financing, surety bonds, equity financing, grants, and other forms of financial 

assistance.321 to guarantee private loans, sba uses several programs, including 7(a), 

CdC/504, microloan, and the disaster assistance loan program. as of september 30, 

2009, sba’s outstanding loan portfolio of $90.5 billion primarily consisted of the following 

programs:322

•	 7(a) loan program: section 7(a) of the small business act authorizes sba to 

guarantee loans to small businesses. as sba’s primary program, it assists start-up and 

existing businesses that are unable to secure loans without a guarantee. a business 

may borrow up to $2 million through this program.323 as of fiscal year-end 2009, the 

program had an outstanding principal balance of $49.7 billion.324

•	 Certified development Company (“CdC”) 504 loan program: provides long-

term, fixed-rate financing so borrowers may purchase long-term fixed assets for 

expansion or modernization, including real estate and equipment. CdC is a private, not-

for-profit corporation that works with sba and private lenders.325 as of fiscal year-end 

2009, the program had an outstanding principal balance of $23.8 billion.326

•	 microloan program: sba provides funds to intermediaries that lend to small busi-

nesses, making small and short-term loans to start-ups, newly established businesses, 

and growing businesses. although sba does not directly lend to qualifying businesses, 

it gives funds to non-profit, community-based lenders, which in turn lend up to $35,000 

to qualified borrowers.327 

•	 disaster assistance loan program: provides low-interest loans of up to $2 million 

to homeowners, renters, any size business, and most private non-profit organizations 

to replace or repair assets damaged or destroyed in a government-declared  
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disaster.328 for the fiscal year ending september 30, 2009, sba approved 21,780 of 

these loans, totaling $1.1 billion.329 as of fiscal year-end 2009, the program had an 

outstanding principal balance of $8.4 billion.330

Seed and Venture Capital Program (Equity Financing)

the sba also provides venture capital through its public-private investment partnership 

with sba’s small business investment Company (“sbiC”). in 1958, Congress created sbiC 

to help businesses raise the necessary capital for growth. although licensed and regulated 

by sba, sbiC is a privately owned and managed fund that raises private capital and bor-

rows at favorable interest rates. the for-profit organization makes long-term loans to, or 

equity investments in, qualifying start-ups with growth potential.331 generally, sbiC makes 

three types of investments:332

•	 loans with warrants — sbiC provides loans to the qualifying business and receives 

as part of the loan terms warrants to purchase common stock at a predetermined 

price within a specified time period.

•	 Convertible debentures — loans that can be converted to common stock at sbiC’s 

discretion

•	 stock purchases

since its inception, sbiC has invested approximately $50.6 billion.333 as of the end of 

fiscal year 2009, sba had more than $8.2 billion invested with sbiC. When combined with 

private capital of approximately $8.7 billion, the program had invested more than $16.9 

billion, including loans with an outstanding principal balance of $6.8 billion.334

SBA America’s Recovery Capital (“ARC”) Loan Program 

the arC program aims to help stressed businesses meet debt obligations. arC loans can 

be put toward principal and interest payments on existing, qualifying debts, thereby freeing 

up money for investment, job creation, and retention. arC loans are 100% guaranteed by 

sba, and there are no sba fees. although arC borrowers do not pay interest, sba pays 

interest to the lenders. Usually, the loans extend for up to five years.335 businesses can 

qualify for only one arC loan, which is capped at $35,000.321 as of december 31, 2009, 

more than $167 million was lent through arC.336

venture Capital: a type of private equity 
capital typically provided for early-
stage, high-growth potential companies 
in the interest of generating a return 
through an eventual realization event, 
such as the sale of the company, a 
merger, or an initial public offering.

For the definition of warrants, see “Capital 
Purchase Program” in Section 2: “TARP 
Overview” in this report.
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Bonding Program (Surety Bonds)

a surety bond is an agreement between a surety (such as a bank), a contractor, and a 

project owner, which states that if the contractor is unable to perform the contract, the 

surety will take responsibility for project completion. the bonding program is for small and 

minority contractors who cannot secure surety bonds through regular commercial chan-

nels. through the surety bond program, sba offers bid, payment, and performance bond 

guarantees. the guarantee makes sba liable for a pre-determined loss percentage if the 

contractor breaches the contract terms.337 Contractors can obtain multiple guarantees, 

but the amount of each contract that can be guaranteed is limited to $5 million.338 the fis-

cal year 2010 federal budget includes $1 billion for the surety bond program.339

SBA Grant Program

the program for investment in Micro-entrepreneurs (“priMe”) makes grants to organiza-

tions providing management, technical, or financial assistance. generally, these grants 

go to non-profit organizations, intermediary lenders, and state and local governments that 

help business owners and low-income entrepreneurs access capital to start or expand 

their companies. through priMe, sba supports large and small micro-enterprise develop-

ment organizations — as well as those serving urban, rural, and native american tribal 

communities — by making grants for four purposes: technical assistance, capacity build-

ing, research and development, and discretionary purposes.340 

The American Recovery and Reinvestment Act of 2009 (“ARRA”)

arra, enacted february 17, 2009, authorized another $730 million for sba to help small 

businesses get private loans. this funding provides:341

• $375 million to temporarily eliminate the guarantee fees that borrowers normally pay 

to get sba-backed loans (in addition, it raises the guarantee amount for 7(a) loans 

to 90%. 7(a) loans are normally guaranteed by as much as 85% on loans of up to 

$150,000, and 75% on loans of more than $150,000.)342 

• $255 million to create a new program, america’s recovery Capital (“arC”) loan 

program, to help stressed businesses pay off debts and expenses

• $30 million for the microloan program

• $24 million for technical assistance grants to microlenders

• $15 million to expand sba’s surety bond guarantee program 

bid bond: guarantees that the bidder 
on a contract will enter into the  
contract and furnish any required pay-
ment and performance bonds.

payment bond: guarantees that 
the contractor will pay anyone who 
furnishes labor, materials, equipment, 
and/or supplies for the contract.

performance bond: guarantees that 
the contractor will complete the  
contract in accordance with its terms.
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aUtoMotive indUstrY sUpport prograMs
During the financial crisis, Treasury, through TARP, launched the Automotive 
Industry Financing Program (“AIFP”), under which two additional subprograms 
fall — the Auto Supplier Support Program (“ASSP”) and the Auto Warranty 
Commitment Program (“AWCP”). According to Treasury, AIFP was established 
“to prevent a significant disruption of the American automotive industry that poses 
systemic risk to financial market stability and will have a negative effect on the real 
economy of the United States.”343 

The auto industry has not received Government assistance since the capital 
infusion of $3.8 billion into GMAC through AIFP on December 30, 2009. The 
ASSP, designed to allay fears that auto companies would not be able to make their 
payments to the auto parts suppliers, terminated for GM on April 5, 2010, and for 
Chrysler on April 7, 2010.344

As of March 31, 2010, Treasury committed $84.8 billion to General Motors 
Corporation (“GM”), GMAC, Chrysler, and Chrysler Financial through these pro-
grams. The companies have paid back approximately $4.6 billion.345 As of February 
17, 2010, CBO estimates AIFP will result in a $34 billion cost to Treasury, com-
pared to OMB’s estimated cost of $31 billion.346

automotive industry financing program
As of March 31, 2010, Treasury had invested $80.7 billion through AIFP to sup-
port automakers and their financing arms in order to “avoid a disorderly bankruptcy 
of one or more automotive companies.”347 As of March 31, 2010, Treasury had 
received approximately $1.7 billion in dividends and interest payments on these 
investments.348 AIFP-related principal repayments included approximately $2.4 bil-
lion from GM and $1.8 billion from Chrysler Financial.349

General motors
As of March 31, 2010, Treasury committed approximately $52.4 billion to GM, 
including $2.9 billion through ASSP and AWCP. Of the $49.5 billion committed 
directly to GM through AIFP, $19.4 billion was granted pre-bankruptcy and $30.1 
billion during bankruptcy. Most of Treasury’s GM investment was converted either 
into common and preferred stock in New GM (the company that emerged from 
bankruptcy) or into debt assumed by New GM. As a result, Treasury’s $49.5 billion 
investment in GM was converted to a 60.8% common equity stake in New GM, 
$2.1 billion in preferred stock in New GM, and $7.1 billion of debt assumed by 
New GM. As part of the warranty program wind-down, $360 million of the debt 
was repaid on July 10, 2009. In addition, New GM repaid $1 billion on December 
18, 2009; $35 million on January 21, 2010; and $1 billion on March 31, 2010.350 

For a breakdown of Treasury’s invest-
ments under the Automotive Industry 
Support Programs, see SIGTARP’s 
January 2010 Quarterly Report, pages 
90-91.
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Under the terms of the sale of certain assets from Old GM to New GM under 
Section 363 of the Bankruptcy Code, the United Auto Workers (“UAW”), bond-
holders, Treasury, and the governments of Canada and Ontario are the owners of 
New GM.351

The operating agreement between GM and the Federal Government, which 
is monitoring GM’s restructuring efforts, provides that GM will make a “reason-
able best effort” to conduct an initial public offering (“IPO”) by July 10, 2010, 
the first anniversary of its emergence from bankruptcy.352 Treasury may reduce its 
ownership in GM by gradually selling its shares following an IPO.353 According to 
Treasury, the state of the securities markets and other factors — such as GM’s prof-
itability, liquidity, market share, and sales volume — will determine the timing.354

debt repayments
GM has made several payments on its outstanding loan to Treasury and expects to 
pay it in full by June 30, 2010. The source of funds for these quarterly payments 
will be other TARP funds currently held in an escrow account.355 GM made the 
first and second of the quarterly $1 billion payments to Treasury on December 18, 
2009, and March 31, 2010.356 After these two quarterly principal payments, GM’s 
remaining Treasury debt is approximately $4.7 billion, as of March 31, 2010.357 For 
more information on this arrangement, see SIGTARP’s audit report, “Additional 
Insight on Use of Troubled Asset Relief Program Funds,” dated December 10, 
2009, available at www.SIGTARP.gov.

restructuring plans
According to the approved restructuring plans submitted to Treasury, New GM will 
move forward by focusing on its four core brands — Chevrolet, Cadillac, Buick, 
and GMC cars, trucks, and crossovers — and by developing energy-saving tech-
nologies, including advanced internal combustion engines, biofuels, fuel cells, and 
hybrids. By the end of 2010, New GM’s goals will be to operate only 34 assembly 
plants (down from 47 in 2008) and to reach a capacity-utilization rate of 100% dur-
ing 2011.358

In May 2009, New GM began to accelerate its dealer consolidation efforts, re-
ducing the number of New GM dealers in the United States from 6,000 to approxi-
mately 3,600 by the end of the year.359 As a result, 1,454 dealers received notice 
that their franchise agreements would be terminated.360 On December 16, 2009, 
Congress passed legislation requiring GM and Chrysler to offer binding arbitration 
to dealers whose outlets were being closed under the companies’ bankruptcy reor-
ganizations.361 In March 2010, New GM announced an offer to reinstate 666 of 
the approximately 1,169362 dealers that had appealed the loss of their franchises.363 
These reinstatements are not yet final.

For more detail on New GM’s owner-
ship, see SIGTARP’s October 2009 
Quarterly Report, page 93.
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Chrysler
As of March 31, 2010, Treasury committed approximately $13.8 billion to Chrysler, 
including $1.3 billion through ASSP and AWCP. Of the approximately $12.5 
billion committed directly to Chrysler through AIFP, Treasury retains an invest-
ment in New Chrysler of $9 billion in debt and an ownership stake in 9.9% of the 
company’s equity.364 

Chrysler filed for Chapter 11 bankruptcy on April 30, 2009. Pursuant to a sale 
under Section 363 of the Bankruptcy Code, most of its assets were sold to a new 
entity, Chrysler Group LLC (“New Chrysler”), on June 10, 2009. The remaining 
assets and debt, including the $3.5 billion original loan and the $1.9 debtor-in-
possession loan remained with the old company, renamed Old Carco LLC (“Old 
Chrysler”), which is still in bankruptcy.365

Chrysler terminated franchise agreements with 789366 dealers, or about 25% of 
its U.S. network, in June 2009 as it emerged from bankruptcy under new manage-
ment led by Italy’s Fiat SpA. Chrysler began accepting arbitration requests follow-
ing the passage of Congressional legislation in December 2009. As of March 2010, 
Chrysler had offered to reinstate 50 of the 418 dealers appealing the loss of their 
franchises.367 These reinstatements are not yet final.

automotive financing Companies
GmaC
As of March 31, 2010, Treasury owned 56.3% of GMAC’s common stock, $2.5 
billion in trust-preferred securities, and $11.4 billion in mandatorily convertible 
preferred (“MCP”) shares.368 

Status of Funds
Treasury’s latest capital injection and share conversions increased the quality of 
GMAC’s capital. GMAC told the Congressional Oversight Panel that it aims to 
launch an IPO within the next two years.369 Treasury would have the option of sell-
ing a portion of its ownership during an IPO.370

Chrysler financial
The Government loaned $1.5 billion to support Chrysler Financial’s retail loan 
originations in January 2009. In July 2009, Chrysler Financial repaid the loan, with 
interest.371 

auto supplier support program/auto warranty Commitment 
program
On March 19, 2009, Treasury announced the $5 billion Auto Supplier Support 
Program (“ASSP”) to “help stabilize the automotive supply base and restore credit 
flows in a critical sector of the American economy.”372 As of July 1, 2009, the total 

For a summary of Treasury’s investments 
in GMAC, see SIGTARP’s January 2010 
Quarterly Report, page 94. 
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commitment was reduced from $5 billion to $3.5 billion.373  Because of worries 
about the auto manufacturers’ ability to pay their invoices, suppliers had not been 
able to borrow from banks using their receivables as collateral. ASSP allowed au-
tomotive parts suppliers to access Government-backed protection for money owed 
them for the products they shipped to manufacturers. New Chrysler and New GM 
participated in the program with commitments of $1 billion for New Chrysler and 
$2.5 billion for New GM and added receivables related to participating suppliers.374 
ASSP continued to operate through the last quarter but was terminated for GM 
on April 5, 2010, and for Chrysler on April 7, 2010, at which time both GM and 
Chrysler repaid the full amount of their borrowings; GM repaid $290 million and 
Chrysler $123 million, plus interest.375 For a summary of ASSP investments, see 
SIGTARP’s January 2010 Quarterly Report, page 95.

eXeCUtive CoMpensation 
As discussed in SIGTARP’s previous quarterly reports, TARP recipients are sub-
ject to executive compensation restrictions. The rules set forth in Section 111 of 
the Emergency Economic Stabilization Act of 2008 (“EESA”) have been changed 
by Congress and interpreted and implemented by successive Treasury regula-
tions and notices. These include the Interim Final Rule on TARP Standards for 
Compensation and Corporate Governance (the “Rule”), which Treasury issued on 
June 10, 2009.376 This Rule consolidated all previous executive compensation-relat-
ed regulations into a single directive and implemented the restrictions mandated by 
Congress in the American Recovery and Reinvestment Act of 2009 (“ARRA”).377

As long as a TARP recipient has an outstanding “obligation” to Treasury (as de-
fined by ARRA, this does not include warrants to purchase common stock), it must 
adhere to the guidelines set forth under the Rule.378 

However, some program participants are exempt from the Rule:379

•	 TALF recipients, since they do not directly receive TARP assistance (instead, 
TARP funds purchase collateral surrendered to TALF)

•	 PPIP participants, because none owns more than 50% of any PPIF, which is the 
actual TARP recipient (PPIP rules cap ownership interests in any PPIF at 9.9%)

•	 Making Home Affordable (“MHA”) program participants, who are statutorily 
exempt under ARRA

special master
Treasury created the Office of the Special Master for TARP Executive 
Compensation (the “Special Master”) on June 15, 2009, and appointed Kenneth R. 
Feinberg to the position. Special Master Feinberg’s responsibilities include:380

For more information on the Rule and 
a summary of the timeline on TARP 
executive compensation restrictions, see 
SIGTARP’s July 2009 Quarterly Report, 
page 118.

For more information on executive 
compensation issues and findings, refer 
to SIGTARP’s audits, “Despite Evolving 
Rules on Executive Compensation, 
SIGTARP Survey Provides Insights on 
Compliance,” issued on August 19, 2009, 
and “Extent of Federal Agencies Oversight 
of AIG Compensation Varied and 
Important Challenges Remain,” issued on  
October 14, 2009. 
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•	 Top	25	Payment	Reviews — review and approve compensation structures and 
payments for the 5 most senior executive officers (“SEOs”) and the next 20 most 
highly paid employees at institutions that received exceptional financial assis-
tance under the TARP

•	 Top	26	through	100	Payment	Reviews — review and approve compensation 
structures for the next 75 employees at institutions that received exceptional 
financial assistance: employees who are not in the top 25 and who are either 
executive officers or among the top 100 most highly paid employees

•	 Prior	Payment	Reviews — review bonuses, retention awards, and other com-
pensation paid to SEOs and the 20 next most highly compensated employees 
of each entity receiving TARP assistance before February 17, 2009, and, where 
appropriate, negotiate reimbursements

•	 Interpretation — provide advisory opinions with respect to the application of 
the Rule and whether compensation payments and plans are consistent with 
EESA, TARP, and the public interest

exceptional assistance Compensation determinations for the 
25 most highly Compensated employees 
As of March 31, 2010, only five firms were still considered “exceptional assistance” 
recipients: AIG, Chrysler, Chrysler Financial, GM, and GMAC. Although Chrysler 
Financial repaid its TARP funds, it is still considered a recipient of exceptional as-
sistance because it is a subsidiary of Chrysler Holdings, which has an outstanding 
obligation that qualifies as exceptional assistance.

Citigroup’s and Bank of America’s repayments removed them from the desig-
nation. Bank of America has repaid all the funds it received under TARP and is 
no longer subject to any compensation restrictions.381 In contrast, Citigroup still 
has outstanding TARP obligations but is no longer considered by Treasury to be 
a recipient of “exceptional assistance.” Until those obligations are repaid in full, 
Citigroup will remain subject to the EESA compensation restrictions that apply to 
all TARP recipients, including those set forth in ARRA and the Rule.

On March 23, 2010, Special Master Feinberg issued his rulings on the 2010 
pay packages for the top 25 executives at the aforementioned five firms. According 
to Treasury, the Special Master reaffirmed the guiding principles used in the 
2009 rulings to make determinations for 2010.382 These principles included the 
following:383

•	 reform pay practices for top executives to align compensation practices with 
long-term value creation and financial stability

•	 require that a majority of salaries be paid in company stock held over the long 
term

senior executive officer (“seo”): a 
“named executive officer” of a tarp 
recipient as defined under federal 
securities law, which generally includes 
the principal executive officer (“peo”), 
principal financial officer (“pfo”), and 
the next three most highly compen-
sated executive officers.

exceptional assistance: Companies 
receiving assistance under ssfi, tip, 
aifp, and any future treasury program 
designated by the treasury secretary 
as providing exceptional assistance. 
Current recipients are: aig, gM, gMaC, 
Chrysler, and Chrysler financial.384
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•	 require	that	incentive	compensation	be	in	the	form	of	long-term	restricted	stock	
and	contingent	on	performance	and	TARP	repayment

•	 place	tougher	limits	on	perquisites	and	retirement	benefits

The	2010	rulings	included	the	following	significant	determinations:385

•	 on	average,	a	33%	decrease	in	overall	cash	payments	from	2009	levels	for	the	
specific	executives	subject	to	the	rulings	

•	 on	average,	a	15%	decrease	in	total	compensation	from	2009	levels	for	the	spe-
cific	executives	subject	to	the	rulings	

•	 cash	salaries	frozen	at	$500,000	unless	good	cause	is	shown;	18%	of		
executives	subject	to	the	March	2010	rulings	(21	employees)	will	receive		
cash	salaries	greater	than	$500,000

The	Special	Master	also	issued	a	letter	to	419	banks	that	received	TARP	fund-
ing	prior	to	February	17,	2009,	requesting	information	on	the	compensation	paid	
to	the	25	most	highly	paid	executives	prior	to	that	date.386	In	an	effort	to	ease	the	
administrative	burden	on	small	banks,	the	Special	Master	limited	the	scope	of	his	
request,	requiring	the	banks	to	provide	detailed	compensation	data	only	for	those	
executives	earning	compensation	above	$500,000.387	The	banks’	responses	were	
due	within	30	days.	The	Special	Master	will	examine	the	payments	and	decide	
if	any	ran	contrary	to	the	public	interest.388	If	he	concludes	any	payments	were	
contrary	to	the	Public	Interest	Standard,	the	Special	Master	is	required	to	seek	to	
negotiate	with	the	TARP	recipient	and	the	subject	employee	for	appropriate	reim-
bursements	to	the	Federal	Government.389	

For more information on the specific 
principles used in reviewing compensa-
tion plans, see SIGTARP’s July 2009 
Quarterly Report, pages 122-123.

Public Interest Standard: Regulatory 
standard that the Special Master is 
required to apply in making determina-
tions. Refers to the determination of 
whether taRP recipient compensation 
plans are aligned with the best inter-
ests of the U.S. taxpayer, based on 
a balancing of specific principles set 
forth in the Rule.



speCial inspeCtor General i troUbled asset relief prograM120



tarp operations and 
adMinistration

seCtion 3



speCial inspeCtor General i troUbled asset relief prograM122



quarterly report to ConGress i april 20, 2010    123

Under the Emergency Economic Stabilization Act of 2008 (“EESA”), Congress 
authorized the Secretary of the Treasury (“Treasury Secretary”) to create the 
operational and administrative mechanisms to carry out the Troubled Asset Relief 
Program (“TARP”). EESA established the Office of Financial Stability (“OFS”) 
within the U.S. Department of the Treasury (“Treasury”), which is responsible for 
administering TARP.390 Treasury has authority to establish program vehicles, issue 
regulations, directly hire or appoint employees, enter into contracts, and designate 
financial institutions as financial agents of the Federal Government.391 In addition 
to permanent and interim staff, OFS relies on contractors and financial agents in 
legal, investment consulting, accounting, and other key service areas.392

tarp adMinistrative and prograM 
eXpenditUres
As of March 31, 2010, Treasury spent $92.8 million administering TARP.393 Table 
3.1 provides a summary of expenditures and obligations through March 31, 2010. 
These costs are categorized as “personnel services” and “non-personnel other ser-
vices,” with a few exceptions.

tarp administrative eXpenditures and obliGations

budget object Class title

obligations for 
period ending 

3/31/2010

expenditures for  
period ending 

3/31/2010

personnel services

 personnel Compensation & services $29,595,486 $29,126,778

total personnel services $29,595,486 $29,126,778

non-personnel services

 travel & transportation of persons $573,418 $531,878

 transportation of things 11,960 11,960

 rents, Communications, Utilities & Misc. 
 Charges

669,885 545,485

 printing & reproduction 395 395

 other services 91,165,716 62,011,503

 supplies & Materials 349,899 341,435

 equipment 232,054 222,675

land & structures — —

dividends and interest 13 13

total non-personnel services $93,003,340 $63,665,344

Grand total $122,598,826 $92,792,122
note: numbers affected by rounding.

source: treasury, response to sigtarp data call, 4/7/2010.

table 3.1
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Treasury released a summary of programmatic expenditures, including costs to 
hire financial agents and legal firms. Treasury spent $276.1 million on programs as 
of March 31, 2010.394

CUrrent ContraCtors and finanCial 
agents
As of March 31, 2010, Treasury retained 51 private-sector vendors, including 13 
financial agents and 35 contractors, to provide help in administering TARP.395 
Treasury streamlined solicitation procedures and structured several agreements 
and contracts pursuant to Federal Acquisition Regulations to allow for flexibility in 
obtaining the required services expeditiously. Table 3.2 includes service providers 
retained as of March 31, 2010.396

ofs serviCe ContraCts (Cont.)

date vendor purpose
type of  
transaction

obligated 
value expended value

10/8/2008 pricewaterhouseCoopers internal control services Contract $22,597,082 $14,675,021

10/10/2008 simpson thacher & bartlett  
llp

legal services for the implementation 
of tarp

Contract $1,025,000 $931,090

10/11/2008 ennis, Knupp & associates inc investment and advisory services Contract $2,860,965 $2,587,164

10/14/2008 the bank of new York Mellon  
Corporation

Custodian financial agency 
agreement

$21,870,268 $13,199,149

10/18/2008 ernst & Young llp accounting services Contract $11,493,786 $8,251,391

10/29/2008 squire, sanders & dempsey llp legal services for the Capital  
purchase program

Contract $6,985,000 $2,680,499

10/29/2008 Hughes Hubbard & reed llp legal services for the Capital  
purchase program

Contract $7,109,312 $2,780,807

10/31/2008 lindholm & associates, inc Human resources services Contract $751,302 $492,140

11/7/2008 sonnenschein nath & rosenthal 
llp

legal services related to auto industry 
loans

Contract $2,722,326 $2,722,326

12/3/2008 alcohol and tobacco tax and 
trade bureau

iaa - ttb development, MgMt & 
operation of sharepoint

inter agency 
agreement

$67,489 $67,489

12/10/2008 sonnenschein nath & rosenthal, 
llp

legal services for the purchase of 
asset-backed securities

Contract $249,999 $82,884

12/12/2008 pension benefit guaranty  
Corporation

financial advisory services related to 
auto program

inter agency 
agreement

$8,220,000 $7,750,000

12/24/2008 Cushman and Wakefield of va inc painting services for tarp offices Contract $8,841 $8,841

1/7/2009 Colonial parking inc. lease of parking spaces Contract $191,650 $72,003

Continued on next page.

table 3.2



quarterly report to ConGress i april 20, 2010    125

ofs serviCe ContraCts (Cont.)

date vendor purpose
type of  
transaction

obligated 
value expended value

1/9/2009 the United states Mint “Making Home affordable” logo 
search

inter agency 
agreement

$975 $325

1/27/2009 Cadwalader, Wickersham & taft 
llp

bankruptcy legal services Contract $417,563 $409,955

1/27/2009 Whitaker brothers business 
Machines inc

paper shredder Contract $3,213 $3,213

2/2/2009 Us government accountability 
office

iaa - gao required by p. l. 110-343 
to conduct certain activities related 
to tarp

inter agency 
agreement

$20,360,000 $12,122,421

2/9/2009 pat taylor & associates, inc temporary services for document 
production, freedom of information 
act (“foia”) assistance, and program 
support

Contract $799,960 $692,108

2/12/2009 locke lord bisell & liddell llp initiate interim legal services in sup-
port of treasury investments under 
eesa

Contract $693,600 $272,225

2/18/2009 fannie Mae Homeownership preservation program financial agency 
agreement

$113,365,363 $72,166,646

2/18/2009 freddie Mac Homeownership preservation program financial agency 
agreement

$107,089,955 $46,645,162

2/20/2009 Congressional oversight panel iaa - review Current state of financial 
markers & regulatory sys & rpt certain 
activities

inter agency 
agreement

$6,205,000 $4,000,000

2/20/2009 venable llp Capital assistance program (ii) Contract $1,770,750 $1,394,724

2/20/2009 simpson thacher & bartlett llp Capital assistance program (i) Contract $2,796,180 $1,433,095

3/6/2009 the boston Consulting group Management Consulting relating to the 
auto industry

Contract $1,000,000 $991,169

3/16/2009 earnest partners small business assistance program financial agency 
agreement

$4,050,000 $1,305,000

3/30/2009 Cadwalader, Wickersham &taft 
llp

auto investment legal services Contract $22,269,120 $16,631,060

3/30/2009 Haynes and boone, llp auto investment legal services Contract $532,175 $345,746

3/30/2009 Mckee nelson llp sba initiative legal services - Con-
tract novated to tofs-10-d-0001 with 
bingham McCutcheon

Contract $149,349 $126,631

3/30/2009 sonnenschein nath & rosenthal 
llp

auto investment legal services Contract $2,159,709 $1,834,193

3/31/2009 fi Consulting Credit reform Modeling and analysis Contract $2,037,325 $1,153,944

4/3/2009 american furniture rentals inc. furniture rental 1801 inter agency 
agreement

$35,190 $25,812

Continued on next page.
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ofs serviCe ContraCts (Cont.)

date vendor purpose
type of  
transaction

obligated 
value expended value

4/3/2009 the boston Consulting group Management Consulting relating to the 
auto industry

Contract $5,892,689 $3,604,315

4/17/2009 Herman Miller, inc Chairs Contract $53,799 $53,799

4/21/2009 fsi group, llC asset Management services financial agency 
agreement

$11,245,000 $7,252,500

4/21/2009 alliancebernstein l.p. asset Management services financial agency 
agreement

$19,460,000 $14,753,920

4/21/2009 piedmont investment advisors, 
llC

asset Management services financial agency 
agreement

$5,795,000 $3,479,999

5/14/2009 Knowledgebank, inc. executive search and recruiting  
services - Chief Homeownership 
officer

Contract $124,340 $124,340

5/15/2009 phacil, inc foia analysts to support the  
disclosure services, privacy and 
treasury records

Contract $103,427 $90,304

5/26/2009 anderson, McCoy & orta legal services for work under  
treasury’s public-private investment 
fund (“ppif”) program

Contract $425,600 $337,197

5/26/2009 simpson thacher & bartlett llp legal services for work under  
treasury’s public-private investment 
fund (“ppif”) program

Contract $8,893,250 $3,065,781

6/8/2009 financial Management service development of an information Man-
agement plan to articulate strategies 
to be used by the office of finan-
cial stability (“ofs”) to manage its 
portfolio of information management 
transformation activities

inter agency 
agreement

$93,292 $93,292

6/29/2009 national business Center federal 
Consulting group

iaa to department of interior’s federal 
Consulting group to support stability.
gov website

inter agency 
agreement

$24,000 $24,000

7/17/2009 Korn/ferry international executive search services for the ofs 
Chief investment officer position

Contract $75,017 $75,017

7/30/2009 debevoise & plimpton llp restructuring legal services Contract $0 $0

7/30/2009 fox, Hefter, swibel, levin & 
Caroll, llp

restructuring legal services Contract $0 $0

7/30/2009 Cadwalader, Wickersham & taft 
llp

restructuring legal services Contract $4,382,790 $1,038,413

8/18/2009 Mercer llC executive-Compensation data  
subscription

Contract $3,000 $3,000

9/2/2009 Knowledge Mosaic inc. seC filings subscription service Contract $5,000 $5,000

9/10/2009 equilar, inc. executive-Compensation data  
subscription

Contract $59,990 $59,990

Continued on next page.
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ofs serviCe ContraCts (Cont.)

date vendor purpose
type of  
transaction

obligated 
value expended value

9/11/2009 pricewaterhouseCoopers ppip compliance Contract $1,029,150 $619,225

9/18/2009 treasury franchise fund Us-4 administrative resource Center inter agency 
agreement

$1,696,694 $1,046,624

9/30/2009 snl financial lC snl Unlimited, a web-based 
financial analytics service

Contract $110,000 $110,000

9/30/2009 nna inC. newspaper delivery Contract $7,765 $7,765

10/1/2009 departmental offices financial management, human 
resources, information technology, 
general counsel and other reimburs-
able support services

inter agency 
agreement

$23,852,786 $18,847,180

12/22/2009 Hughes Hubbard & reed llp document production services and 
litigation support

Contract $0 $0

12/22/2009 KbW asset Management, inc. asset Management services financial agency 
agreement

$2,300,000 $2,000,000

12/22/2009 avondale investments llC asset Management services financial agency 
agreement

$750,000 $187,500

12/22/2009 bell rock Capital, llC asset Management services financial agency 
agreement

$750,000 $187,500

12/22/2009 Howe barnes Hoefer & arnett, 
inc.

asset Management services financial agency 
agreement

$1,250,000 $312,500

12/22/2009 lombardia Capital partners, inc. asset Management services financial agency 
agreement

$1,250,000 $312,500

12/22/2009 paradigm asset Management 
Co. llC

asset Management services financial agency 
agreement

$1,250,000 $312,500

1/15/2010 association of government  
accountants

Cear program application Contract $5,000 $5,000

1/19/2010 bingham Mccutchen llp sba initiative legal services - Con-
tract novated from tofs-09-d-0005 
with McKee nelson

Contract $750,651 $100,457

2/16/2010 the Mitre Corporation fnMa ir2 assessment Contract $408,075 $120,883

3/8/2010 Qualx Corporation foia support services Contract $0 $0

date not  
available

Washington post Hr advertisement inter agency 
agreement

$395 $395

notes: treasury also provided a separate list of contracts; however 15 of these entities were not included in the obligations and expenditures list. all but 3 of the 15 appear to be inter-agency agreements.

source: treasury, response to sigtarp data call, 4/7/2010.
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asset managers
EESA requires SIGTARP to provide biographical information for each person or 
entity hired to manage assets acquired through TARP.397 From January 1, 2010, to 
March 31, 2010, no new PPIP fund managers were hired.

morgan stanley
On March 29, 2010, Treasury hired Morgan Stanley to manage the sale of its 
Citigroup stock. According to Treasury, it will sell all of its approximately 7.7 billion 
common stock shares in 2010, subject to market conditions.398

According to Treasury, “Morgan Stanley is a global financial services firm 
providing a wide range of investment banking, securities, investment management, 
and wealth management services.”399 

duties
According to Treasury, Morgan Stanley will perform duties including, but not lim-
ited to, the following:400

•	 act as broker or market-maker for all disposition services executed pursuant to 
Rule 144 of the Securities Act of 1933

•	 act as sole book-running manager for disposition services executed in underwrit-
ten offerings pursuant to a prospectus or prospectus supplement, subject to 
Treasury’s satisfaction with the performance of the disposition services 

•	 execute and confirm transfers, trades, and other transactions as instructed by 
Treasury and maintain records of any executed trades or transfers 

•	 reconcile books and records with the custodian’s and Treasury’s accounting 
systems 

•	 advise Treasury regarding the optimal timing and strategy for the sale of the 
securities

•	 maintain a compliance program designed to detect and prevent securities law 
violations

•	 identify, document, and enforce controls to mitigate conflicts of interest
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internal Controls
According to Treasury, “[it] requires financial institutions participating in exception-
al assistance TARP programs—such as the Targeted Investment Program (“TIP”), 
Asset Guarantee Program (“AGP”), AIG Investment Program, and Automotive 
Industry Financing Program (“AIFP”)—to establish appropriate internal controls to 
monitor compliance with certain requirements under the securities purchase agree-
ment with the Treasury.  Requirements under these agreements include restrictions 
on dividends and repurchases, executive compensation restrictions, and restric-
tions on lobbying and expenses.  Treasury also requires these TARP participants to 
submit a report and certification on a quarterly basis regarding implementations of 
internal controls and compliance (including any instances of non-compliance) with 
the requirements in the securities purchase agreement.”401
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One of the critical responsibilities of the Office of the Special Inspector General 
for the Troubled Asset Relief Program (“SIGTARP”) is to provide recommenda-
tions to the U.S. Department of the Treasury (“Treasury”) and those other Federal 
agencies managing Troubled Asset Relief Program (“TARP”) initiatives so that the 
various TARP programs can be designed or modified to facilitate transparency and 
effective oversight and to prevent fraud, waste, and abuse. SIGTARP has made 
such recommendations in its quarterly reports to Congress and in several of its 
audit reports. This section discusses developments with respect to SIGTARP’s prior 
recommendations, makes new recommendations concerning newly announced ini-
tiatives, and, in the table at the end of this section, summarizes all past SIGTARP 
recommendations and notes the extent of their implementation. Appendix H: 
“Correspondence” includes Treasury’s written response to this section.

Update on treasUrY’s adoption of sigtarp’s 
Use of fUnds reCoMMendation
From its inception, SIGTARP’s most fundamental recommendation with respect to 
basic transparency in the operation of TARP has been that Treasury should require 
all TARP recipients to report periodically on their use of TARP funds. The efficacy 
of this common-sense recommendation — initially made in December 2008 (just 
eight days into SIGTARP’s existence) and later examined through a survey of 364 
TARP recipients and supported by an initial audit report issued in July 2009 — 
was reconfirmed in a further audit report entitled “Additional Insight on Use of 
Troubled Asset Relief Program Funds,” which was released December 10, 2009. 

As reported in SIGTARP’s Quarterly Report to Congress dated January 30, 
2010 (the SIGTARP “January 2010 Quarterly Report”), Treasury finally adopted 
this recommendation in December 2009 and committed to survey and report upon 
recipients’ use of TARP funds. Specifically, Treasury stated that it will be obtaining 
and reporting to the public qualitative responses from each TARP recipient on its 
use of TARP funds, backed by quantitative data obtained from the recipients’ regu-
lators and Treasury’s own analysis. Since the SIGTARP January 2010 Quarterly 
Report, Treasury has sent out its survey to TARP recipients. The first responses are 
due back to Treasury before April 19, 2010. SIGTARP will continue to monitor and 
report upon Treasury’s progress on this front. 
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reCoMMendations froM sigtarp’s aUdit 
report on tHe iMpleMentation of tHe HoMe 
affordable ModifiCation prograM (“HaMp”)
As discussed in Section 1: “The Office of the Special Inspector General for the 
Troubled Asset Relief Program” in this report, in a March 25, 2010, audit re-
port entitled “Factors Affecting the Implementation of the Home Affordable 
Modification Program” (“SIGTARP’s HAMP audit”), SIGTARP examined 
Treasury’s implementation of HAMP.  

SIGTARP’s HAMP audit questioned Treasury’s emphasis on the number of 
trial modification offers as the program’s measure of success — as opposed to how 
many homeowners were sustainably helped through permanent modification of 
their mortgages — and observed, among other things, that the rate of permanent 
modifications had been, in Treasury’s own estimation, “disappointing.” The audit 
report noted a number of factors contributing to the low number of permanent 
modifications, including that:

•	 Haste in the program’s rollout led to frequent revisions that added to confusion, 
inefficiency, and delay in the program’s implementation.

•	 Treasury’s decision to allow the initiation of trial modifications without written 
documentation was counterproductive and added to the difficulty of identifying 
eligible borrowers and completing permanent modifications for them.

•	 There has been insufficient outreach to the American public and eligible bor-
rowers about the features and benefits of HAMP, including no unique television 
public service advertisements. 

•	 The program lacked features designed to address risk factors for re-default in 
the HAMP borrower population, including negative equity and high total debt 
service; these factors could lead to modifications that will not be successful in 
the long term.

To improve the administration and effectiveness of HAMP, SIGTARP  
recommended that Treasury:

•	 rectify the confusion that its own statements have caused for HAMP by promi-
nently disclosing its goals and estimates (updated over time, as necessary) of 
how many homeowners the program will help through permanent modifications 
and report monthly on its progress toward meeting that goal

•	 set other performance benchmarks and publicly report against them to measure 
over time the implementation and success of HAMP 

•	 undertake a sustained public service campaign as soon as possible, both to reach 
additional borrowers who could benefit from the program and to arm the public 
with complete, accurate information — this will help to avoid confusion and 
delay, and prevent fraud and abuse
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•	 reconsider its policy that allows servicers to substitute alternative forms of in-
come verification based on subjective determinations by the servicer

•	 re-examine HAMP’s structure to ensure that it is adequately minimizing the risk 
of re-default driven by negative equity, high non-first-mortgage debt service, and 
other risk factors 

Treasury concurred with the first three of SIGTARP’s recommendations, but 
has not yet implemented them. Treasury initially declined to adopt SIGTARP’s 
last two recommendations, claiming that the documentary guidelines were not 
intended to be a “comprehensive underwriting guide,” and that the prospect that 
“alternative modification structures that could lower re-default rates” would mean 
either decreasing participation in the program or increasing its cost. As a result, 
Treasury indicated that it was only considering program adjustments that would 
“modestly” address unemployed and underwater borrowers. In response, SIGTARP 
encouraged Treasury to reconsider its refusal to address more deeply the issues that 
fuel re-default, stressing the importance for the success of the program of putting 
borrowers into sustainable permanent modifications, and noting that, under then-
current Congressional Budget Office estimates, only $20 billion of the allocated 
$50 billion would be spent on permanent modifications. 

reCoMMendations ConCerning treasUrY’s 
neWlY annoUnCed foreClosUre Mitigation 
initiatives
Within days of the release of SIGTARP’s HAMP audit and a related Congressional 
hearing, Treasury announced its intent to introduce dramatic and substantial 
revisions to the HAMP program structure that, as announced, would address in 
part the recommendations in SIGTARP’s HAMP audit, including the previously re-
jected recommendation that Treasury reconsider changes in the program to address 
re-default caused by, among other things, negative equity. Treasury’s new initiatives, 
as described in greater detail in Section 2: “TARP Overview” in this report include:

•	 requiring that servicers “consider” principal write-downs at their option as part 
of the loan modification process when indicated by program guidelines, with 
increased incentives for successful principal write-downs

•	 a new program, to be backed by $14 billion in TARP funds and managed by 
both Treasury and the Federal Housing Administration (“FHA”), that will enable 
severely underwater borrowers to refinance their mortgages so that the total 
amount that they owe on their homes will not exceed 115% of the home’s value 

•	 temporary payment reductions for unemployed borrowers for periods from three 
to six months while they seek new employment
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•	 increased incentives for servicers to provide permanent loan modifications in  
order to compensate them for costs associated with the revisions to the program, 
including assistance to unemployed homeowners

•	 expansion of HAMP to include borrowers with FHA loans and borrowers in  
active bankruptcy proceedings

•	 improved requirements for borrower solicitations, stating performance  
timeframes for all parties and prohibiting new foreclosure referrals during  
the HAMP modification process

•	 additional assistance for homeowners who lose their homes through a short sale 
or deed-in-lieu, including increased financial assistance for moving and incen-
tives to servicers and second-lien holders for use of foreclosure alternatives

SIGTARP appreciates Treasury’s willingness to reconsider its opposition and 
change the program substantially to address these issues. To Treasury’s credit, the 
program changes appear intended to expand HAMP participation and improve the 
rate of permanent modifications, as well as address the significant re-default risks 
driven by homeowners’ negative equity. The new revisions to HAMP, as a whole, 
constitute a potentially important step forward for homeowner relief. 

However, the program changes, as announced, also raise several issues that 
could impede HAMP’s effectiveness and efficiency and thus warrant several new 
recommendations. SIGTARP’s recommendations are not intended to convey ap-
proval or disapproval of Treasury’s policy decisions, but instead are intended to 
ensure that those policy decisions are carried out in a manner that will maximize 
their effectiveness.

the program revisions were announced before being 
Completely formulated, leading to potential Confusion and a 
lack of transparency

The newly announced programs lacked detail in certain key aspects, and, in some 
circumstances, appear to be only partially formed. Although Treasury’s sense of 
urgency and its desire to preview the direction of the program is laudable, it risks 
contributing to some of the same confusion and inefficiency that was associated 
with the rollout of HAMP’s first-lien modification program. To date, Treasury has 
not articulated a clear, integrated vision of the number of borrowers it expects to 
assist in each program, the expected costs of many of the program adjustments, 
how some of the program components are to work together, or how their form and 
design optimally address the problems at hand. These circumstances risk creating 
problems that could affect HAMP’s long-term success:

•	 unclear expectations about the program’s eligibility, benefits, and effectiveness, 
particularly absent well-defined benchmarks for success
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•	 servicers’ and borrowers’ hesitation to participate until the “kinks are worked 
out” or because they expect to benefit from a later revision, which results in 
their not taking advantage of a program whose success depends on widespread 
participation by eligible parties 

•	 opportunities for fraud created by confusion and ambiguity 

Time pressures have led to servicer complaints in the past about unclear and 
frequently revised HAMP guidelines. Unfortunately, early indications provide 
cause for concern that the new revisions may aggravate those problems rather than 
improve them. Loan servicers have already expressed to SIGTARP their concerns 
about the announced guidelines for the revisions, and some (including one of the 
largest servicers) have told SIGTARP that they were not consulted about their 
formulation or implementation. Preliminary feedback obtained by SIGTARP also 
indicates that some of the servicers anticipate difficulty in implementing the new 
changes, which have been described as potentially “time consuming” and creat-
ing “further lag time,” particularly with respect to evolving information technology 
requirements. Moreover, after the new HAMP revisions were publicly announced, 
loan servicer participants have reported a surge of borrower phone calls regarding 
program changes. These reportedly were difficult to answer and process both be-
cause the program’s elements had not been fully released and because the servicers 
had little time in advance of the announcement to prepare and train their staffs to 
respond. One large servicer noted to SIGTARP that the rollout was “anticipated to 
create borrower confusion and potential borrower reluctance to execute modifica-
tions” until the new programs are launched. 

Furthermore, the haste in announcing the new programs has led to the dissemi-
nation of undeveloped information. For example, one of the key components to the 
announced principal reduction program included a chart that listed the amounts 
that lenders would receive in return for forgiving principal based upon the degree 
to which the loan is underwater. Although the chart indicated an amount that 
would be paid to investors to forgive principal for loans that had a loan-to-value 
ratio less than 115%, Treasury officials initially indicated to SIGTARP that they 
had not yet determined whether they will make any payments to investors under 
the 115% level. Two weeks later, Treasury indicated that, because a Supplemental 
Directive had not been issued for the principal forgiveness programs, it could 
not specify details on circumstances in which unpaid principal balance would be 
forgiven below 115%. These types of changes, along with the other demands on the 
servicers to implement the programs, will tap available servicer resources and could 
lead to a repeat of problems that have plagued the HAMP program since incep-
tion — a diversion of resources that has contributed to slow conversion rates for 
permanent modifications.

The resulting lack of clarity, in turn, serves to impair the program’s transpar-
ency. Treasury has not provided SIGTARP with meaningful estimates of the costs 
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and benefits of these still-to-be-developed initiatives. Regarding costs, for example, 
Treasury has repeatedly asserted that HAMP will spend no more than $50 billion 
of TARP funds (the amount currently allocated to the program), but has not pro-
vided the public with specific breakdowns of estimated costs of the components of 
many of the new initiatives. Treasury has also indicated to SIGTARP that it intends 
to increase servicer incentive payments to compensate them for additional costs 
from the program revisions (specifically including those related to the unemployed 
borrower forbearance program), which is hard to reconcile, from a transparency 
perspective, with its public statement that there would be “no cost to government 
or taxpayers from the forbearance plans.” Moreover, Treasury still has not defined 
its goals or expectations for permanent modifications, the impact and expectations 
for each of the new initiatives, or other key indicators of success. Treasury must 
set clear expectations and goals for each of the programs’ results and costs so that 
Congress and the American public can measure their success and critically evalu-
ate whether the program’s considerable cost is worthwhile.

recommendation: 
•	 The new initiatives add to the previously discussed imperative that Treasury 

clearly define meaningful metrics for HAMP’s success, along with well-founded 
cost estimates, in order to facilitate informed consideration of the program’s 
value to the American people. SIGTARP recommends that, for each HAMP 
program and subprogram, Treasury publish the anticipated costs and expected 
participation in each and that, after each program is launched, it report monthly 
as to the programs’ performance against these expectations. 

In response to this recommendation, Treasury indicated that it will take additional 
steps to increase transparency, and “will continue to expand the number and depth of 
reports on program implementation, successes and challenges.” Treasury also com-
mitted to “set targets for key program objectives this year.”

the program revisions might increase fraud vulnerabilities
Both the lack of clear guidelines and some features of the revised programs them-
selves leave HAMP vulnerable to fraud. Criminals feed on borrower confusion, and 
frequent changes to the programs provide opportunities for experienced criminal 
elements to prey on desperate homeowners who have not been educated as to the 
risks of fraud. For the existing HAMP program, this has been demonstrated by the 
high incidence of mortgage modification schemes, where thieves trick borrowers 
into paying upfront fees for modifications that never materialize. SIGTARP alone 
has initiated dozens of criminal investigations into these schemes, some of which 
are described in Section 1: “The Office of the Special Inspector General for the 
Troubled Asset Relief Program” in this report. Although the announcement of the 
new programs was done with great fanfare, little was done at the time to warn 
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borrowers about the dangers of potential fraud, which is particularly dangerous 
given the current ambiguity in many of the programs. As SIGTARP has repeatedly 
warned, Treasury must take a more proactive role in using its podium not only to 
highlight and market its new initiatives, which are certainly important exercises, 
but also to warn of the dangers of fraud. Although Treasury has taken some impor-
tant steps to advance fraud awareness through its website and at borrower events, it 
can and should do more to educate a broader audience of the dangers of fraud.

Furthermore, revisions to the Home Affordable Foreclosure Alternatives 
(“HAFA”) program present an increased prospect of potential fraud. As part of the 
new initiatives, Treasury has announced that additional incentive payments will be 
paid to borrowers and servicers who participate in its short sale provisions. This also 
increases the incentives for those participating in criminal short sale scams, and it 
appears that the program may lack necessary antifraud protections. For example, 
one prevalent short sale scheme – called “flopping” – centers on home values that 
are fraudulently deflated for the purpose of decreasing the cost of the short sale to 
a “straw purchaser.” The property is then quickly resold for its true market value, 
leaving the difference in the crook’s pocket. Historically, these schemes often 
involve the participation of corrupt brokers and servicers. As constituted now, the 
program permits home valuation, the key vulnerability point for a flopping scheme, 
without a true appraisal, allowing estimates from brokers or other “independent” 
providers at the discretion of the servicer, subject to its contractual agreement with 
the investor.

Similarly, with respect to the principal forgiveness component of HAMP — 
where there is a similar vulnerability to fraud from underestimating the home’s 
value — Treasury has indicated that this critical parameter will derive from a 
computer model that will not even require a visual inspection of the home. These 
less-than-robust valuation methods, along with the increased incentives through 
Government-funded payouts, leave the program vulnerable to fraud. It also fails to 
emulate the FHA’s more rigorous home valuation protocol that requires use of an 
FHA-approved appraiser following standard procedures; ironically, the more rigor-
ous procedures will be used in the TARP-funded FHA-refinance program and have 
been used by the FHA in its own short sale program. No program of this type and 
scale can be considered well designed without robust protections of taxpayer funds 
against the predation of criminals, particularly given the inconsistent treatment of 
home valuation across the different principal forgiveness programs. Taxpayer-assisted 
short sales and principal forgiveness programs through TARP should have at least the 
same protections against fraud as those instituted in similar programs by FHA.
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recommendations: 
•	 SIGTARP recommends that Treasury launch a broader based information 

campaign, including public service announcements in target markets that focus 
on warnings about potential fraud and include conspicuous fraud warnings 
whenever it makes broad public announcements about the program. 

•	 SIGTARP recommends that Treasury adopt a uniform appraisal process across 
all HAMP and HAMP-related short sale and principal reduction programs con-
sistent with FHA’s procedures. 

In response to these recommendations, Treasury agreed that fraud is a seri-
ous condition and cited its efforts at educating the public about mortgage fraud 
through its MHA website, at borrower outreach efforts throughout the country, 
and in local media. Treasury also indicatd that it is about to roll out a public service 
campaign and is committing to provide fraud warnings to homeowners in the 
rollout of each new program. Treasury has deferred commenting on SIGTARP’s 
recommendation regarding a uniform appraisal process until 30 days after issuance 
of this report.

the discretionary nature of principal reductions by 
servicers raises several Concerns that may undermine the 
effectiveness of the program

One of the most dramatic changes in the HAMP program is its expansion to ad-
dress negative equity by mandating consideration of — but not requiring — mort-
gage principal reductions. The relevant guidelines will require servicers to use an 
alternative Net Present Value (“NPV”) test, similar to the NPV test currently in 
place, that calculates the value of the modification to the investor taking into ac-
count the incentive payments Treasury would pay for forgiving principal as part of 
the modification. Even if that test demonstrates that a principal reduction modifi-
cation will yield a greater positive return to the investor than a traditional HAMP 
modification, however, the guidelines do not require the servicer to modify the 
mortgage with principal reduction. This raises several important concerns as to the 
potential impact of this program revision and whether it will effectively deal with 
the re-defaults associated with negative equity.

First, as it stands, the program could create a conflict of interest for the ser-
vicers that could result in an incentive for them to avoid principal reduction, even 
if the NPV test indicates that it will yield a greater return for the investor. As the 
Congressional Oversight Panel observed in its recent report to Congress, servicers 
are compensated primarily on the total amount of outstanding principal on the 
mortgages they service, giving them a disincentive to forgive principal compared to 
other modifications to the mortgage, such as principal forbearance.401 While ser-
vicers undoubtedly often have an interest in bringing a defaulted mortgage current 
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through some modification, it is unclear whether the program will provide the nec-
essary servicer incentives to overcome the potential loss of income from choosing 
a principal reduction modification. In other words, as currently structured, there 
may be a built-in incentive for servicers to try to bring a mortgage current through a 
traditional non-principal reducing mortgage modification under HAMP, even when 
the NPV test indicates that principal forgiveness would be in the best financial 
interests of both the investor and borrower. 

Second, the discretionary nature of principal forgiveness threatens to foster per-
ceptions of unequal treatment and arbitrariness.  Under the proposed discretionary 
system, two neighbors living in identical homes, in the same community, with an 
identical hardship, income, debt-to-income ratio, and loan-to-value ratio, could end 
up with dramatically different results from the same Government program based 
solely on whether their servicer is one that is amenable to principal forgiveness 
or not. In other words, whether a borrower receives relief on the issue of negative 
equity (and thus arguably has a higher or lower chance of eventually re-defaulting 
on his mortgage) will depend not on the borrower’s circumstances, but rather on 
the whims of the borrower’s servicer. This kind of arbitrary result should be limited, 
to the extent possible, in a Government-administered program — a basic fairness 
concept that Treasury has implicitly recognized by trying to limit arbitrariness 
in HAMP by both making other aspects of HAMP mandatory and by requiring 
servicers to attempt to renegotiate their agreements with investors to permit HAMP 
modification mechanisms if the agreements prohibit them. 

Third, giving servicers the discretion to implement principal reduction intro-
duces a questionable inconsistency into the HAMP program and stands in stark 
contrast to the mandatory nature of the other significant mortgage modification 
triggers. For example, first lien modifications are mandatory if the original NPV 
test is positive (subject only to the servicer’s contractual agreement with the inves-
tors); servicers are similarly required to modify second liens whenever a first lien is 
modified and the servicer for the second lien is a participant in the HAMP second 
lien program; and even the newly announced unemployed borrower forbearance 
program is mandatory for participating servicers. In order to encourage broad appli-
cation in HAMP, Treasury has made mandatory performance its preferred course.

SIGTARP recognizes that there are critically important policy considerations 
associated with principal forgiveness, such as moral hazard and unfairness to bor-
rowers who may have acted more responsibly, and takes no position as to whether 
the newly announced programs appropriately balance those concerns. By introduc-
ing the principal forgiveness programs in the manner that it has, however (includ-
ing allocating more than a quarter of TARP-related HAMP funds to support the 
FHA-Refinance program, which is intended exclusively to reduce principal bal-
ances), Treasury has clearly weighed these costs against the benefits resulting from 
the reduced risk of re-defaults associated with lower loan-to-value ratios, and it has 
decided in favor of the latter. 
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Moral hazard is of particular concern. In the HAMP context, it represents, 
among other things, the danger that a homeowner who is not eligible for the 
program will intentionally default on his mortgage in order to receive a principal 
reduction through HAMP. As the Congressional Oversight Panel recently observed, 

giving servicers discretion over principal reductions might serve to reduce the 
incentive for a borrower to attempt to game the system, as the inherent random-
ness in a discretionary system may deter intentional default.402 On the other hand, 
Treasury officials have expressed confidence that their existing protocols for bor-
rower screenings, such as hardship affidavits and third-party income verification, 
already protect the program from many of the dangers of moral hazard. These 
mechanisms require a borrower to demonstrate that they have a legitimate financial 
hardship before they can enter the program, require verifiable third-party informa-
tion to confirm the hardship, and inform the borrower of the criminal penalties he 
might face if he attempts to defraud the system. As a result, a borrower who is oth-
erwise unaffected by the financial crisis should be unable to take advantage of the 
program by intentionally defaulting on his mortgage without criminally defrauding 
the program by lying about a fictitious hardship and securing fraudulent documen-
tation to support his claim. The program also ameliorates the moral hazard effects 
because it does not award full principal reduction at the outset of a modification 
but rather requires the borrower to make three years of modified payments to 
take advantage of the program fully. In sum, although making principal reduction 
modifications mandatory could incrementally increase the moral hazard incentives, 
there are at least mechanisms in place to limit this danger. 

Treasury has also informed SIGTARP that it has concerns that servicers may 
opt out if principal forgiveness is made mandatory, citing concerns in particular 
about the implication of principal reduction where second liens are present. It 
is not clear that servicers would necessarily do so, however, and as reported to 
SIGTARP by several servicers, Treasury did not consult with at least some of them, 
including one of the larger ones, before the program was announced. Further, there 
may be other program modifications that could address concerns about second 
liens, including through the Second Lien Modification Program. Further, this 
potential fear has not prevented Treasury from repeatedly modifying HAMP guide-
lines on other important changes to the program, including mandatory forbearance 
for unemployed borrowers. The agreements themselves explicitly contemplate the 
servicers going back to the investors to negotiate a change in their agreements 
when necessary. Moreover, Treasury has expressed confidence that its NPV tests 
are sound, and, accordingly, principal reduction would only be called for when it 
would be the most economically advantageous option for the investor. 

In sum:

•	 Although there are important and difficult policy considerations to weigh before 
principal reduction is utilized as a modification option, now that Treasury has 
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made a decision to go forward with principal reduction, it should endeavor to 
implement as effective a program as possible.

•	 Making principal reduction discretionary may limit HAMP’s effectiveness and 
result in unequal and arbitrary results for similarly situated homeowners.

•	 Although there are substantial vulnerabilities associated with principal re-
duction, the program does have barriers designed to minimize moral hazard 
vulnerabilities.

recommendation: 
•	 SIGTARP recommends that Treasury reevaluate the voluntary nature of its 

principal reduction program and, irrespective of whether it is discretionary or 
mandatory, Treasury should consider changes to better maximize its effective-
ness, ensure to the greatest extent possible the consistent treatment of similarly 
situated borrowers, and to address potential conflict of interest issues.

Treasury has deferred commenting on SIGTARP’s recommendations on its 
principal reduction program until 30 days after issuance of this report.

the proposed unemployed forbearance may not be of 
sufficient duration
Another aspect of the new initiatives — assistance to unemployed homeowners — 
may not go far enough to assist the average unemployed homeowner effectively. 
The unemployment assistance component of the new revisions provides payment 
forbearance for a minimum of three months, although some borrowers may get 
relief for up to six months, with the amount forborne added to the balance of the 
mortgage. One prominent feature of this recession is an unusually high degree of 
long-term unemployment. According to the Bureau of Labor Statistics, the aver-
age length of reported unemployment is 31.2 weeks, the longest recorded since 
its measurement began in 1948.403 The median length of unemployment has risen 
to 21.6 weeks, well above the three-month lower end of the standard assistance 
period. Indeed, nearly 43% of unemployed workers have been out of work for 27 
weeks, a length of time longer than the six-month contemplated maximum for 
unemployment assistance. To be sure, many homeowners may be unemployed for 
some period of time before they enter into the program, but unless the long-term 
unemployment situation radically improves (and it is widely anticipated that it will 
not do so any time soon), large numbers of unemployed homeowners may still be 
unemployed at the end of the forbearance period, particularly if servicers elect to 
forbear only for the three-month minimum. For the fortunate who quickly find 
jobs, the program may be an important lifeline. But for the rest, the forbearance 
time period will end before a job is found, their unpaid amount will still be owed, 
and they will still face an unaffordable mortgage with a principal balance that has 
been made higher by the unpaid interest amounts during the forbearance period, 
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potentially eliminating equity for some and plunging others even deeper underwa-
ter. In light of this reality, Treasury should consider implementing a program with 
a longer minimum term and that will have a broader impact. Although no program 
will assist all unemployed borrowers, Treasury should strive for a program that will 
at least assist the typical unemployed borrower.

recommendation: 
•	 SIGTARP recommends that Treasury reconsider the length of the minimum 

term of HAMP’s unemployment forbearance program.

Treasury has deferred commenting on SIGTARP’s recommendations on its 
unemployment forbearance program until 30 days after issuance of this report.

reCommendations relatinG to the Community 
development Capital initiative (“CdCi”)
As discussed more extensively in Section 2: “TARP Overview” of this report, 
Treasury announced CDCI on February 3, 2010. The program will invest capital in 
Community Development Financial Institutions (“CDFIs”), which work in commu-
nities that are underserved by traditional financial institutions and target more than 
60% of their small business lending and community development activities in such 
communities. Under CDCI, qualified CDFIs are eligible for capital investments of 
up to 5% of their risk-weighted assets. Moreover, when a regulator deems a CDFI 
insufficiently capitalized to qualify for CDCI funding, the CDFI can raise private 
capital that Treasury will match dollar for dollar up to the 5% of risk-weighted as-
sets threshold. The announced terms of CDCI provide that Treasury can examine 
the corporate books of participating institutions as long as Treasury retains at least 
10% of its initial investment therein and that the CDFI must submit annually a 
survey to Treasury describing its use of TARP funds.

recommendations: 
The framework for CDCI raises potential oversight issues that Treasury should 
consider as it further develops the controls for the program, reflected in the follow-
ing recommendations. 
•	 First, because capitalization is one of the primary measures of a financial insti-

tution’s health, SIGTARP recommends that Treasury institute careful screening 
before putting additional capital into an institution with insufficient capital to 
ensure that the TARP matching funds are not flowing into an institution that is 
on the verge of failure.

•	 Second, experience has demonstrated that there must be controls to ensure 
the legitimacy of any claimed private investments. As noted in Section 1: “The 
Office of the Special Inspector General for the Troubled Asset Relief Program”  
in this report, SIGTARP has already secured criminal charges against the former 
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Chief Executive Officer of The Park Avenue Bank who attempted to defraud 
TARP through a fraudulent capital raise, and other similar investigations are 
pending. SIGTARP thus recommends that Treasury develop a robust procedure 
to audit and verify the bona fides of any purported capital raise and to estab-
lish adequate controls to verify the source, amount, and closing of all claimed 
private investments.

•	 Third, with respect to access to a CDFI’s books and records, SIGTARP recom-
mends that Treasury revise CDCI terms to clarify that Treasury’s inspection 
and copy rights continue until the entire CDCI investment is terminated. 
Additionally, consistent with recommendations made in connection with other 
TARP programs, the terms should be revised to provide expressly that SIGTARP 
shall have access to the CDFI’s records equal to that of Treasury.

•	 Finally, to more forcefully encourage CDFIs to increase lending in their un-
derserved communities, SIGTARP recommends that Treasury consider more 
frequent surveys than annually, as currently contemplated. Quarterly surveys 
would more effectively emphasize the purpose of the program.

In response to these recommendations, Treasury has indicated that it will ad-
dress the first two recommendations as it establishes the screening and approval 
processes for CDCI. Treasury indicated that it will adopt SIGTARP’s recommen-
dation that Treasury’s inspection rights will continue as long as Treasury holds an 
interest in the CDFI and will include SIGTARP in those inspection rights. Treasury 
declined to increase the frequency of the use of funds surveys under the program.

SIGTARP sent a letter to Treasury concerning its recommendations regard-
ing CDCI on March 11, 2010. A copy of that letter is included in Appendix H: 
“Correspondence.”

traCKing tHe iMpleMentation of 
reCoMMendations in previoUs reports 
SIGTARP has now made dozens of individual recommendations, and updating 
compliance of each one in narrative form would be impractical. The following 
table, Table 4.1, summarizes SIGTARP’s prior recommendations, gives an indica-
tion of SIGTARP’s view of the level of implementation to date, and provides a brief 
explanation for that view where necessary. For more details on the recommenda-
tions, readers are directed to SIGTARP’s earlier quarterly reports to Congress. 
Treasury’s views on the level of implementation of the recommendations are set 
forth in Appendix H: “Correspondence.”
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504 Community Development Loan Program: SBA program combining 
Government-guaranteed loans with private-sector mortgage loans to provide 
loans of up to $10 million for community development.

7(a) Program: SBA loan program guaranteeing a percentage of loans for 
small businesses that cannot otherwise obtain conventional loans at reason-
able terms.

Asset-Backed Securities (“ABS”): Bonds backed by a portfolio of non-mort-
gage consumer or corporate loans, e.g., credit card, auto, or small-business 
loans. Financial companies typically issue ABS backed by existing loans in 
order to fund new loans for their customers. 

Auction Agent: A firm (such as an investment bank) that buys a series of 
securities from one institution for resale — also called an “underwriter.”

Bid Bond: Guarantees that the bidder on a contract will enter into the 
contract and furnish any required payment and performance bonds.

Commercial Mortgage-Backed Securities (“CMBS”): A type of bond 
backed by one or more mortgages on commercial real estate (e.g., office 
buildings, rental apartments, hotels) rather than by residential real estate 
loans.

Common Stock: Equity ownership entitling an individual to share in corpo-
rate earnings and voting rights.

Community Development Financial Institutions (“CDFIs”): Financial 
institutions eligible for Treasury funding to serve a targeted demographic 
under the CDFI Fund. CDFIs were created in 1994 by the Riegle 
Community Development and Regulatory Improvement Act.

Credit Underwriting: The process used by a financial institution to deter-
mine the risks involved in providing credit to a borrower and to measure those 
risks against standards established by the financial institution’s board of direc-
tors. For a small-business loan, credit underwriting standards can be applied 
to the firm, the owner, or both. 

Cumulative Preferred Stock: A type of stock that requires a defined divi-
dend payment. If the company does not pay the dividend, it still owes the 
missed dividends to the stock’s owner. 

CUSIP: Unique identifying number assigned to all registered securities in the 
United States and Canada.

Deed-in-Lieu of Foreclosure: Instead of going through the process of 
foreclosure, the borrower surrenders the deed to the home voluntarily to the 
lender, often as satisfaction of the unpaid mortgage balance.

Deficiency Judgment: A court order that authorizes a lender to collect part of 
an outstanding debt resulting from the foreclosure and sale of a homeowner’s 
property or from the repossession of a property securing a debt. A deficiency 
judgment will take place after the foreclosed or repossessed property is sold 
and the proceeds collected are insufficient to pay the mortgage in full.

Deficiency Payment: A payment made by the borrower to the lender in an 
amount usually equal to the difference between what the lender is able to sell 
the home for in a foreclosure sale and what was owed by the borrower on the 
loan.

glossary
This appendix provides a glossary of terms that are used throughout the context of this report. 

Direct Private Placement: Sale of securities to investors meeting minimum 
net worth and sophistication requirements, thus receiving an exception 
from normal Securities and Exchange Commission securities registration 
requirements.

Dividend: Distributions of cash or stock to shareholders as announced by 
the company’s board of directors.

Dutch Auction: For Treasury’s warrant auctions (buyers bid for different 
quantities at once) the accepted price is set at the lowest bid of the group of 
high bidders whose collective bids fulfill the amount offered by the Treasury.

Equity Capital Facility: A commitment to invest equity capital in a firm 
under certain future conditions.

Exceptional Assistance: Companies receiving assistance under SSFI, TIP, 
AIFP, and any future Treasury program designated by the Treasury Secretary 
as providing exceptional assistance. Current recipients are: AIG, GM, 
GMAC, Chrysler, and Chrysler Financial.

Excess Spread: Interest generated by an asset less its financing costs, 
charge-offs, servicing costs, and any other related expenses. For TALF, the 
difference between interest received from the underlying ABS or CMBS 
collateral and the interest payments on the TALF loan.

Executive Compensation: Payments to a corporation’s employees, particu-
larly those executives who have policymaking authority at the corporation 
in exchange for their services. These payments often include base salary, 
bonuses, grants of shares and stock options, and other company benefits 
(including, for example, health care and retirement benefits).

Face Value: The nominal value or dollar value of a security stated by the 
issuer.

Forbearance: A temporary postponement of loan payments approved by the 
servicer. Postponing the payments gives the borrower time to make up for 
missed payments that were caused by financial hardship. 

Government-Sponsored Enterprises (“GSEs”): Private corporations 
created and chartered by the Government to reduce borrowing costs, the 
liabilities of which are not officially considered direct taxpayer obligations. 

Gross Domestic Product: A measure of the total market value of all final 
goods and services produced in the U.S. during any quarter or year. GDP 
equals total consumer spending, business investment, and government 
spending and investment, plus the value of exports, minus the value of 
imports. 

Illiquid Assets: Assets that cannot be quickly converted to cash.

Key Person: An individual recognized as being necessary for the operation of 
the investment fund. 

Legacy Assets: Commonly called troubled or toxic assets, these are real 
estate-related loans and securities issued before the financial crisis’s that 
remain on financial institutions’ balance sheets. Legacy assets lost significant 
value at the onset of the crisis and were difficult to price because of market 
disruption. 
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Legacy Securities: Real estate-related securities lingering on the balance 
sheets of financial institutions because of pricing difficulties resulting from 
market disruption.

Loan Modification: Involves making a permanent change in one or more 
terms of the existing loan such as the interest rate, the term, or converting 
from an adjustable-rate mortgage to a fixed-rate mortgage.

Mandatorily Convertible Preferred Stock (“MCP”): A type of preferred 
share that can be converted to common stock at the issuer’s discretion if 
specific criteria are met by a certain date.

Net Present Value Test: This test is used by the servicer to determine 
whether it will modify the mortgage, seek a foreclosure alternative, or pursue 
foreclosure. The test compares investor returns if the mortgage is modified 
versus if nothing is done. If the result is positive, the investor would expect to 
receive more from modifying the mortgage than from doing nothing.

Non-Agency Residential Mortgage-Backed Securities (“non-agency 
RMBS”): A financial instrument backed by a group of residential real estate 
mortgages that are not guaranteed by a Government-sponsored enterprise 
(“GSE”) such as the Federal National Mortgage Association (“Fannie Mae”) 
or the Federal Home Loan Mortgage Corporation (“Freddie Mac”).

Non-Cumulative Dividends: Dividends that do not accrue when a company 
does not make a dividend payment.

Non-Cumulative Preferred Stock: Shares of preferred stock where unpaid 
dividends do not accrue when the company does not make a dividend 
payment.

Non-Recourse Loan: A secured loan whereby the borrower is relieved of the 
obligation to repay the loan upon surrender of the collateral.

Payment Bond: Guarantees that the contractor will pay anyone who 
furnishes labor, materials, equipment, and/or supplies for the contract.

Performance Bond: Guarantees that the contractor will perform the 
contract in accordance with its terms.

Permanent Modification: Under HAMP, a permanent modification lasts 
five years, after which the interest rate can increase incrementally by up to 
1% per year, capped at the 30-year conforming fixed rate at the date of the 
initial modification.

Pool Assembler: A firm authorized to create and market pools of 
SBA-guaranteed loans. 

Preferred Stock: Equity ownership that usually pays a fixed dividend prior 
to distributions for common stock owners but only after payments due to 
holders of debt and depositors. It typically confers no voting rights. Preferred 
stock also has priority over common stock in the distribution of assets when a 
bankrupt company is liquidated.

Private Mortgage Insurance (“PMI”): Mortgage insurance provided by 
non-Government insurers to protect a lender against losses if a borrower 
defaults. Lenders may require borrowers to purchase this if the loan-to-value 
ratio of the loan is 80% or higher.

Private-Label Mortgages: Loans that are not owned or guaranteed by 
Fannie Mae, Freddie Mac, or another Federal agency.

Prompt Corrective Action Order: A Federal law that requires Federal 
bank regulators to take necessary actions to resolve the problems of insured 
depository institutions at the least possible long-term loss to the Deposit 
Insurance Fund.

Public Interest Standard: Regulatory standard that the Special Master is 
required to apply in making determinations. Refers to the determination 
of whether TARP recipient compensation plans are aligned with the best 
interests of the U.S. taxpayer, based on a balancing of specific principles set 
forth in the Rule.

Qualified Equity Offering: A cash sale in an amount at least equal to 
Treasury’s original investment of common stock or certain types of preferred 
stock that qualify as Tier 1 capital.

Recourse Loan: A loan in which the borrower is legally liable to repay a debt 
even if the asset mortgaged cannot be liquidated to cover the loan balance. 
In a default, a recourse loan gives the lender the right to seize and sell the 
mortgaged asset, in addition to other assets or property of the borrower, up to 
the value of the loan.

Refinancing: Paying off an existing mortgage and replacing it with a new 
mortgage. Typically, the proceeds from the new loan are used to pay off the 
debt of the old loan.

Residential Mortgage-Backed Securities (“RMBS”): A type of bond 
backed by a pool of mortgages for residential real estate (e.g., home mort-
gages for residences occupied by up to four families) rather than by commer-
cial real estate loans.

Revolving Credit Facility: A line of credit where the borrower pays a 
commitment fee and is then allowed to use up to a guaranteed maximum 
amount of funds when they are needed.

SBA Pool Certificate: An ownership interest in a bond backed by 
SBA-guaranteed loans.

Senior Executive Officer (“SEO”): A “named executive officer” of a TARP 
recipient as defined under Federal securities law, which generally includes 
the principal executive officer (“PEO”), principal financial officer (“PFO”), 
and the next three most highly compensated executive officers.

Senior Preferred Stock: Shares that give the stockholder priority dividend 
and liquidation claims over junior preferred and common stockholders.

Senior Subordinated Debenture: A subordinated debenture is a debt 
instrument ranking below senior debt but above equity with regard to inves-
tors’ claims on company assets or earnings. Senior debt holders are paid 
in full before subordinated debt holders are paid. There may be additional 
distinctions of priority among subordinated debt holders. CPP invests in 
senior subordinated debt.

Short Sale: A sale of a home, typically for less than mortgage value, by which 
the borrower sells the home and the lender collects the sales proceeds as 
satisfaction of the unpaid mortgage balance, thus avoiding foreclosure (the 
costly legal process by which the investor would otherwise assume ownership 
of the home).

Special Purpose Vehicle (“SPV”): An off-balance-sheet legal entity that 
holds the transferred assets presumptively beyond the reach of the entities 
providing the assets and is legally isolated.
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Systemically Significant: A term used for any financial institution whose 
failure would impose significant losses on creditors and counterparties, call 
into question the financial strength of similar institutions, disrupt financial 
markets, raise borrowing costs for households and businesses, and reduce 
household wealth (also commonly used to describe institutions known as 
“too big to fail”).

Total Risk-Weighted Assets: A bank’s total assets after making adjustments 
based on each individual asset’s risk factor.

Trial Modification: Under HAMP, a trial modification is generally intended 
to last three months.

Trust Preferred Securities: Securities that have both equity and debt char-
acteristics created by establishing a trust and issuing debt to it.

Undercapitalized: A condition in which a financial institution does not 
meet its regulator’s requirements for having sufficient capital to continue to 
operate under a defined level of adverse conditions.

Under-Served Communities: Either geographic areas or demographic 
groups that Treasury’s CDFI Fund division determines lack adequate access 
to financial services. 

Underwater Mortgage: A situation in which a homeowner owes more on 
the mortgage than the home is worth, typically the result of a decline in the 
home’s value.

Venture Capital: A type of private equity capital typically provided for early-
stage, high-growth-potential companies in the interest of generating a return 
through an eventual realization event, such as the sale of the company, a 
merger, or an initial public offering.

Warrant: The right, but not the obligation, to purchase a certain number of 
shares of common stock at a fixed price. Because warrants rise in value as the 
company’s share price rises, Treasury (and the taxpayer) can benefit from a 
firm’s potential recovery.

Write-down: A reduction in the principal balance of a loan. Write-downs 
may reduce the incentive for a borrower to default because the new principal 
balance usually is lower than what the property would sell for.
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aCroNyMs aND aBBrEViaTioNs

2Mp second lien Modification program

ABS asset-backed securities

AGp asset guarantee program

AIA aia group, limited

AIFp automotive industry Financing program

AIG american international group, inc.

ALICO american life insurance Company

ARC america's recovery Capital program

ARM adjustable-rate mortgage

ARRA american recovery and reinvestment act of 2009

ASSp auto supplier support program

AWCp auto Warranty Commitment program 

Bank of 
America

Bank of america Corporation

BlackRock Blackrock Financial Management, inc.

CAp Capital assistance program 

CBO Congressional Budget office

CdCI Community Development Capital initiative

CdFI Community Development Financial institution

CeO chief executive officer

Chrysler 
Financial

Chrysler Financial services americas llC

CMBS commercial mortgage-backed securities

Colonial Colonial Bancgroup

COp Congressional oversight panel

Cpp Capital purchase program

dIL deed-in-lieu of foreclosure

dOJ Department of Justice

dTI debt-toi-ncome ratio

eeSA Emergency Economic stabilization act of 2008

Fannie Mae Federal National Mortgage association

FBI Federal Bureau of investigation

FdIC Federal Deposit insurance Corporation

FdIC OIG office of the inspector general of the Federal Deposit 
insurance Corporation

FFeTF Financial Fraud Enforcement Task Force

FHA Federal Housing administration

FRBnY Federal reserve Bank of New york

Freddie Mac Federal Home loan Mortgage Corporation

FTC Federal Trade Commission 

GAO government accountability office

GM general Motors Corporation

GMAC gMaC inc.

GSe government-sponsored enterprises

HAFA Home affordable Foreclosure alternatives program

HAMp Home affordable Modification program

HeRA Housing and Economic recovery act of 2008

HFA Housing Finance agency

Hpdp Home price Decline protection program

HUd Department of Housing and Urban Development

HUd OIG office of the inspector general of the Department of 
Housing and Urban Development 

IAA inter-agency agreement

ICe immigration and Customs Enforcement

IG inspector general

Initial  
Report

sigTarp's initial report to Congress

IpO initial public offering

IRS internal revenue service 

LIBOR london interbank offered rate

LLC limited liability company

MBS mortgage-backed securities

MCp mandatorily convertible preferred shares 

Merrill 
Lynch

Merrill lynch & Co. inc.
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MHA Making Home affordable program

Midwest Midwest Banc Holdings, inc.

MVMC Mt. Vernon Money Center

npV net present value

nRSRO nationally recognized statistical rating organization

nUFI National Union Fire insurance Company of pittsburgh

OMB office of Management and Budget

OFS office of Financial stability

pIMCO pacific investment Management Company llC 

ppIF public-private investment Fund

ppIp public-private investment program

pRIMe program for investment in Micro-Entrepreneurs

QFI qualifying financial institution

RMBS residential mortgage-backed securities

S&p standard & poor’s

SBA small Business administration

SBIC small Business investment Company

SBLF small Business lending Fund

SeC securities and Exchange Commission

SeO senior executive officer

SIGTARp special inspector general for the Troubled asset relief 
program

Special 
Master

office of the special Master for the Troubled asset relief 
program

SpV special purpose vehicle

SS/dIL short sales/deed-in-lieu of foreclosure

SSFI systemically significant failing institutions

TALF Term asset-Backed securities loan Facility

TARp Troubled asset relief program

TARp-IG 
Council

Tarp inspector general Council

the Rule interim Final rule on Tarp standards for Compensation 
and Corporate governance

TIp Targeted investment program

Treasury Department of the Treasury 

UCB United Commercial Bank

UCBH UCB Holdings inc.

UCSB Unlocking Credit for small Businesses initiative

UGC United guaranty Corporation 

ULG United law group, llC

USpIS U.s. postal inspection service
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rEporTiNg rEQUirEMENTs
This appendix provides Treasury’s responses to data call questions regarding the reporting requirements of the Special 
Inspector General for the Troubled Asset Relief Program outlined in teh Emergency Economic Stabilization Act of 2008 sec-
tion 121, as well as a cross-reference to related data presented in this report and prior reports. Italics style indicates narrative 
taken verbatim from source documents.

#
eeSA  
Section

eeSA Reporting 
Requirement Treasury Response to SIGTARp data Call

SIGTARp  
Report Section

1 section 
121(c)(a)

a description of 
the categories of 
troubled assets 
purchased or  
otherwise procured 
by the secretary.

Treasury posts several documents on its public website that are responsive to this question, 
available at http://www.financialstability.gov/latest/reportsanddocs.html.  Specifically, 
tranche reports and reports required under section 105(a) of the Emergency Economic 
Stabilization Act of 2008 (EESA) describe, at a high level, Treasury’s programs and troubled 
asset purchases.  The transaction reports describe these purchases in detail, including 
the type of asset purchased, the identity of the institution selling the asset, and the price 
Treasury paid for the asset. 
Treasury describes the assets purchased under TARP during the period from January 31, 
2010 through March 31, 2010 in the Monthly 105(a) reports for January 2010, February 
2010 and March 2010 and in 31 separate transaction reports posted on www.financialsta-
bility.gov.

section 2:  
“Tarp overview”  

appendix D:  
“Transaction 
Detail”

Below are program descriptions from Treasury’s Financialstability.gov website, as of 
3/31/2010:

Cpp: Treasury created the Capital Purchase Program (CPP) in October 2008 to stabilize the 
financial system by providing capital to viable financial institutions of all sizes throughout the 
nation. With a strengthened capital base, financial institutions have an increased capacity to 
lend to U.S. businesses and consumers and to support the U.S. economy.

ssFi: Systemically Significant Failing Institution Program (SSFI) was established to provide 
stability and prevent disruptions to financial markets from the failure of institutions that are 
critical to the functioning of the nation’s financial system. 

agp: The Asset Guarantee Program (AGP) provides government assurances for assets held 
by financial institutions that are critical to the functioning of the nation’s financial system, 
which face a risk of losing the critical confidence that is needed for them to continue to lend 
to other banks. 

Tip: Treasury created the Targeted Investment Program (TIP) to stabilize the financial sys-
tem by making investments in institutions that are critical to the functioning of the financial 
system. This program focuses on the complex relationships and reliance of institutions 
within the financial system. Investments made through the TIP seek to avoid significant mar-
ket disruptions resulting from the deterioration of one financial institution that can threaten 
other financial institutions and impair broader financial markets and pose a threat to the 
overall economy. 

TalF: The TALF is designed to increase credit availability and support economic activity by 
facilitating renewed issuance of consumer and small business ABS at more normal interest 
rate spreads… Under the TALF, the Federal Reserve Bank of New York (FRBNY) will provide 
non-recourse funding to any eligible borrower owning eligible collateral... The U.S. Trea-
sury’s Troubled Assets Relief Program (TARP) will purchase $20 billion of subordinated debt 
in an SPV created by the FRBNY. The SPV will purchase and manage any assets received by 
the FRBNY in connection with any TALF loans. Residual returns from the SPV will be shared 
between the FRBNY and the U.S. Treasury.
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#
eeSA  
Section

eeSA Reporting 
Requirement Treasury Response to SIGTARp data Call

SIGTARp  
Report Section

PPIP: The Legacy Securities Public-Private Investment Program (“S-PPIP”) is designed to 
purchase troubled legacy securities that are central to the problems currently impacting the 
U.S. financial system. Under this program, Treasury will invest equity and debt in multiple 
Public-Private Investment Funds (“PPIFs”) established with private sector fund managers and 
private sector investors for the purpose of purchasing eligible assets. PPIF managers will 
invest in securities backed directly by mortgages that span the residential credit spectrum 
(e.g., prime, Alt-A, subprime mortgages) as well as the commercial mortgage market. 

CDCi: In February 2010, Treasury announced the Community Development Capital Initiative 
(CDCI) to improve access to credit for small businesses. Through this TARP program, Trea-
sury will invest lower-cost capital in Community Development Financial Institutions (CDFIs) 
that lend to small businesses in the country’s hardest-hit communities.

UCsB: The Treasury Department will begin making direct purchases of securities backed by 
SBA loans to get the credit market moving again, and it will stand ready to purchase new 
securities to ensure that community banks and credit unions feel confident in extending new 
loans to local businesses. 

aiFp: The objective of [aiFp] is to prevent a significant disruption of the American auto-
motive industry, which would pose a systemic risk to financial market stability and have 
a negative effect on the economy of the United States... [Through aiFp, Treasury has 
provided] loans or equity investments to General Motors, GMAC, Chrysler, and Chrysler 
Financial in order to avoid a disorderly bankruptcy of one or more auto companies; such an 
event would pose a systemic risk to the country’s financial system.  Treasury’s loans to the 
automobile industry forged a path for these companies to go through orderly restructurings 
and achieve viability.

assp: [assp was created to] provide up to $5 billion in financing, giving suppliers the 
confidence they need to continue shipping parts, pay their employees and continue their 
operations.

aWCp: The Treasury Department announced an innovative new program to give consumers 
who are considering new car purchases the confidence that even in this difficult economic 
period, their warrantees will be honored. This program is part of the Administration’s 
broader program to stabilize the auto industry and stand behind a restructuring effort that 
will result in stronger, more competitive and viable American car companies.

HaMp (a program under MHa): The Home Affordable Modification Program has a simple 
goal: reduce the amount homeowners owe per month to sustainable levels to stabilize 
communities. This program will bring together lenders, investors, servicers, borrowers, 
and the government, so that all stakeholders share in the cost of ensuring that responsible 
homeowners can afford their monthly mortgage payments – helping to reach up to 3 to 4 
million at-risk borrowers in all segments of the mortgage market, reducing foreclosures, 
and helping to avoid further downward pressures on overall home prices.

2 section 
121(c)(B)

a listing of the 
troubled assets 
purchased in each 
such category 
described under 
[section 121(c)(a)].

Information on all transactions as well as additional information about these programs and 
related purchases is available in the transaction reports and monthly 105(a) reports posted 
at http://www.financialstability.gov/latest/reportsanddocs.html.

appendix D: 
“Transaction 
Detail”

3 section 
121(c)(C)

an explanation of 
the reasons the 
secretary deemed 
it necessary to pur-
chase each such 
troubled asset.

During the first quarter of 2010, the Secretary of the Treasury signed Troubled Asset  
Determination for the SBA 7(A) program. The Treasury Secretary determined that the 
TARP’s purchase of the Pooled Certificates is necessary to promote financial market  
stability.

section 2: “Tarp 
overview”
  
appendix C: 
“reporting 
requirements” 
of prior sigTarp 
Quarterly reports 
to Congress 

4 section 
121(c)(D)

a listing of each 
financial institution 
that such troubled 
assets were pur-
chased from.

see #2 above see #2
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#
eeSA  
Section

eeSA Reporting 
Requirement Treasury Response to SIGTARp data Call

SIGTARp  
Report Section

5 section 
121(c)(E)

a listing of and 
detailed biographi-
cal information on 
each person or 
entity hired to man-
age such troubled 
assets.

There have been no new PPIP fund managers hired between January 1, 2001 and March 
31, 2010.

On March 29, 2010, the Treasury engaged Morgan Stanley as a financial agent and capital 
markets disposition agent in connection with its investment in the common stock of Citi-
group, Inc.  The Treasury intends to fully dispose of its approximately 7.7 billion shares of 
Citigroup common stock over the course of 2010 subject to market conditions.

Morgan Stanley is a global financial services firm providing a wide range of investment bank-
ing, securities, investment management and wealth management services.  

Morgan Stanley, acting as Treasury’s capital markets disposition agent, will perform various 
services, including:
• Acting as broker or market-maker for all disposition services executed pursuant to Rule 

144 of the Securities Act of 1933,
• Acting as sole book-running manager for disposition services executed in underwritten 

offerings pursuant to a prospectus or prospectus supplement, subject to the Treasury’s 
satisfaction with the performance of the disposition services at such time,

• Executing and confirming transfers, trades, and other transactions as instructed by the 
Treasury, and maintaining records of any trades or transfers executed,

• Reconciling books and records with the custodian’s and with the Treasury’s accounting 
systems, 

• Acting as the Treasury’s advisor regarding the optimal timing and strategy for the disposi-
tion of the securities, and,

• Maintaining a compliance program designed to detect and prevent violations of Federal 
securities laws, and identifying, documenting, and enforcing controls to mitigate conflicts 
of interest.

Additionally, Morgan Stanley will permit the Treasury’s internal and external auditors, or 
other governmental oversight entities, to audit books and records related to their services 
provided to Treasury under their Financial Agency Agreement.  The FAA is available on 
Treasury website at http://www.financialstability.gov/impact/contractDetail2.html.

section 3: “Tarp 
operations and 
administration”

appendix C: 
“reporting 
requirements” 
of prior sigTarp 
Quarterly reports 
to Congress

6 section 
121(c)(F)

a current estimate 
of the total amount 
of troubled assets 
purchased pursu-
ant to any program 
established under 
section 101, the 
amount of troubled 
assets on the 
books of the Trea-
sury, the amount 
of troubled assets 
sold, and the profit 
and loss incurred 
on each sale or 
disposition of each 
such troubled 
asset.

This information [estimate of total amount of troubled assets purchased] is contained in 
[Treasury’s] transaction reports, which are posted on Treasury’s website at http://www.
financialstability.gov/latest/reportsanddocs.html. The transactions report captures the total 
obligation under each TARP program. 

Information on the repayments of Treasury’s investments under the CPP and proceeds from 
the sale of warrants are available within Treasury’s press releases, transactions reports and 
105(a) Monthly Reports to Congress at http://www.financialstability.gov/latest/pressre-
leases.html and http://www.financialstability.gov/latest/reportsanddocs.html. 

Table C.1;  
section 2: “Tarp 
overview” 

appendix D: 
“Transaction 
Detail”

7 section 
121(c)(g)

a listing of the  
insurance con-
tracts issued under 
section 102.

There have been no new insurance contracts issued under TARP from January 1, 2010 to 
March 31, 2010.

section 2: “Tarp 
overview”   

section 2:  
“Targeted invest-
ment program and 
asset guarantee  
program”
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#
eeSA  
Section

eeSA Reporting 
Requirement Treasury Response to SIGTARp data Call

SIGTARp  
Report Section

8 section 
121(f)

a detailed 
statement of 
all purchases, 
obligations, expen-
ditures, and rev-
enues associated 
with any program 
established by the 
secretary of the 
Treasury under 
sections 101 and 
102.

Treasury provides information about TARP purchases, obligations, expenditures, and rev-
enues on Treasury’s public website at www.financialstability.gov. Treasury posts a transac-
tion report for each purchase of troubled assets two business days after the transaction.  
Treasury also posts a detailed financial statement as part of its monthly Congressional 
report under section 105(a) of EESA. The next section 105(a) report will be posted on the 
Financial Stability website on April 9, 2010.

 The transactions reports and TARP Budget capture detailed information about TARP 
purchases, obligations, expenditures, and revenues. The latest transactions reports are 
available on Treasury’s public website at http://www.financialstability.gov/latest/ 
reportsanddocs.html

Table C.1

section 2:  
“Tarp overview” 

section 3:  
“Tarp  
operations and 
administration” 

appendix D: 
“Transaction 
Detail”

sources: Treasury, responses to sigTarp data call, 4/8/2010 and 4/12/2010; program Descriptions: Treasury, “programs” webpage, www.financialstability.gov/roadtostability/programs.htm, accessed 
4/9/2010; assp: “Treasury announces auto suppliers support program,” 3/19/2009, www.financialstability.gov/latest/auto3_18.html, accessed 6/30/2009; aWCp, “obama administration’s New 
Warrantee Commitment program,” no date, http://www.financialstability.gov/docs/WarranteeCommitmentprogram.pdf, accessed 6/30/2009; TalF: Federal reserve, “Term asset-Backed securities loan 
Facility (TalF) Frequently asked Questions,” no date, www.federalreserve.gov/newsevents/press/monetary/monetary20090303a2.pdf, accessed 6/30/2009; MHa: “Making Home affordable Updated 
Detailed Description Update,” 3/26/2010, www.financialstability.gov/latest/pr_03262010.html, accessed 4/9/2010.   
   
   

TaBlE C.1        

TOTAL AMOUnT OF TROUBLed ASSeTS pURCHASed And HeLd On TReASURY’S BOOKS, AS OF 3/31/2010  
($ BILLIOnS)

Obligationsa      expendedb On Treasury’s Booksc

Capital purchase program (“Cpp”) $204.89 $204.89 $69.07 

systemically significant Failing institutions (“ssFi”) 69.84 47.54 47.54 

Home affordable Modification program (“HaMp”)d       41.13 1.35 1.35 

Targeted investment program (“Tip”) 40.00 40.00 — 

automotive industry Financing program (“aiFp”)  84.84 $79.69 75.09 

asset guarantee program (“agp”) — — —

Consumer and Business lending initiative (CBli) — — —

Term asset-Backed securities loan Facility (“TalF”) 20.00 0.10 0.10 

small Business lending program — — — 

Unlocking Credit for small Businesses (“UCsB”) 0.02 0.02 0.02 

Community Development Capital initiative (“CDCi”) — — — 

legacy securities public-private investment program (“ppip”)    30.36 8.59 8.23 

Total $491.08 $382.18 $201.40 

        
Notes: Numbers affected by rounding.  
a  For purposes of this table, “obligations” refers to “Face Value obligations” on the Treasury Tarp/Financial stability plan Budget Table (“Tarp Budget” as of 4/12/2010).  
b “Expended” refers to “Face Value Disbursed/outlays,” defined as “Tarp cash that has left the Treasury,” according to the Tarp Budget. 
c “on Treasury’s Books” calculated as “Face Value Disbursed/outlays” net of repayments per the Transactions Report if they do not appear to be already netted out.
d according to Treasury, “Tarp funds obligated include the total amount of funds that may be provided to servicers under existing agreements for the Home affordable Modification program (HaMp). 
in light of recent changes to HaMp as well as recent experience, Treasury expects to reestimate and revise these amounts in the next few months which will change this total. Treasury expects 
that the process will also result in there being sufficient funds to finance two recently announced Tarp housing initiatives, consisting of $2.1B for the HFa Hardest Hit Fund and $14B for the FHa 
refinance program. The $50B also includes $1.244B to offset costs of program changes for the “Helping Families save Their Homes act of 2009,” public law No: 111-22, section 202 (b) and 
$15M for administrative expenditures relating to the special inspector general for the Troubled asset relief program (sigTarp).”

source: repayments data: Treasury, Transactions Report, 4/2/2010; all other data: Treasury, response to sigTarp data call, 4/8/2010.     
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Cross-rEFErENCE oF rEporT To THE iNspECTor gENEral  
aCT oF 1978
This appendix cross-references this report to the reporting requirements under the Inspector General Act of 1978  
(P.L. 95-452), as amended, 5 U.S.C. APP.

Section Statute (Inspector General Act of 1978) SIGTARp Action Report Reference

section 
5(a)(1)

“Description of significant problems, abuses, and 
deficiencies... ”

list problems, abuses, and deficiencies 
from sigTarp audits and investigations.

section 1: “The office of the sigTarp”  
section 4: “sigTarp recommendations” 

section 
5(a)(2)

“Description of recommendations for corrective ac-
tion…with respect to significant problems, abuses, 
or deficiencies... ”

list recommendations from sigTarp 
audits and investigations.

section 1: “The office of the sigTarp”  
section 4: “sigTarp recommendations”

section 
5(a)(3)

“identification of each significant recommendation 
described in previous semiannual reports on which 
corrective action has not been completed...”

list all instances of incomplete correc-
tive action from previous semiannual 
reports.

section 4: “sigTarp recommendations” 

section 
5(a)(4)

“a summary of matters referred to prosecutive 
authorities and the prosecutions and convictions 
which have resulted... ”

list status of sigTarp investigations 
referred to prosecutive authorities. section 1: “The office of the sigTarp”

section 
5(a)(5)

“a summary of each report made to the [Treasury 
secretary] under section 6(b)(2)... ” (instances 
where information requested was refused or not 
provided)

list Tarp oversight reports by Treasury, 
FsoB, sEC, gao, Cop, oMB, CBo, 
Federal reserve, FDiC, and sigTarp.

appendix g: “Key oversight reports and  
Testimonies”

section 
5(a)(6)

“a listing, subdivided according to subject matter, 
of each audit report issued...” showing dollar value 
of questioned costs and recommendations that 
funds be put to better use.

list sigTarp audits. section 1: “The office of the sigTarp”

section 
5(a)(7)

“a summary of each particularly significant  
report... ”

provide a synopsis of significant  
sigTarp audits. section 1: “The office of the sigTarp”

section 
5(a)(8)

“statistical tables showing the total number of audit 
reports and the total dollar value of questioned 
costs... ”

provide statistical tables showing dollar 
value of questioned costs from sigTarp 
audits.

as detailed in section 1: “The office of the  
sigTarp,” sigTarp has made significant findings 
in its audit reports. However, to date sigTarp’s 
audits have not included questioned costs findings.

section 
5(a)(9)

“statistical tables showing the total number of audit 
reports and the dollar value of recommendations 
that funds be put to better use by management...”

provide statistical tables showing dollar 
value of funds put to better use by 
management from sigTarp audits.

as detailed in section 1: “The office of the  
sigTarp,” sigTarp has made important findings in 
its audit reports. However, to date sigTarp’s audits 
have not included funds put to better use findings.

section 
5(a)(10)

“a summary of each audit report issued before 
the commencement of the reporting period for 
which no management decision has been made by 
the end of reporting period, an explanation of the 
reasons such management decision has not been 
made, and a statement concerning the desired 
timetable for achieving a management decision...”

provide a synopsis of significant  
sigTarp audit reports in which recom-
mendations by sigTarp are still open.

section 1: “The office of the sigTarp”
section 4: “sigTarp recommendations” 

section 
5(a)(11)

“a description and explanation of the reasons for 
any significant revised management decision...”

Explain audit reports in which significant 
revisions have been made to manage-
ment decisions.

as detailed in section 1: “The office of the 
sigTarp,” and section 4: “sigTarp recommenda-
tions,” sigTarp has made noteworthy recom-
mendations in its audit reports, and the majority 
of these recommendations have been agreed to. 
To date, no management decisions have been 
revised.

section 
5(a)(12)

“information concerning any significant manage-
ment decision with which the inspector general is in 
disagreement...”

provide information where management 
disagreed with a sigTarp audit finding.

see discussion of “Factors affecting implementa-
tion of the Home affordable Modification program” 
in section 1: “The office of the sigTarp,” and 
section 4: “sigTarp recommendations.”
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pUBliC aNNoUNCEMENTs oF 
aUDiTs
This appendix provides an announcement of new and  
ongoing public audits by the agencies listed below. See 
Appendix G: “Key Oversight Reports and Testimonies” for  
a listing of published reports. Italics style indicates narrative 
taken as verbatim from the agencies’ responses to SIGTARP’s 
data call.
•	 U.S. Department of the Treasury Office of the Inspector 

General (“Treasury OIG”)
•	 Federal Reserve Board Office of Inspector General 

(“Federal Reserve OIG”)
•	 Government Accountability Office (“GAO”)
•	 Federal Deposit Insurance Corporation Office of the 

Inspector General (“FDIC OIG”)

Treasury OIG
 Ongoing Audits
•	 None provided

Federal Reserve OIG1

Ongoing Audits
•	 Review	of	the	Federal	Reserve’s	Lending	Facilities	and	

Special	Programs	(report	is	being	drafted)

GAO2

Ongoing Audits
•	 AIG	Financial	Update	tracks	indicators	through	4th	quarter	

2009.		April	issuance.
•	 Treasury’s	Decision	to	Extend	TARP.		Comment	on	process	

and	criteria	for	making	decision.	Probable	May	[issuance].
•	 CPP	Approval	and	Return	Process:		Review	Treasury’s	

process	as	well	as	regulators’	processes	for	approval,	as	well	
as	Treasury	and	regulators’	application	of	criteria	for	repay-
ment.	Probable	June/July	issuance.

•	 Partnering	with	SIGTARP	on	oversight	of	government		
management	of	formerly	private	sector	entities.

•	 Effect	of	TARP	on	Treasury’s	Debt	Management.	Likely	May	
issuance.

•	 Effectiveness	of	HAMP	and	oversight	of	servicers.	Likely	July	
issuance.

•	 Review	of	SCAP.	Likely	June/July	issuance.

FdIC OIG
 Ongoing Audits
•	 None provided

 

Endnotes
1  Federal Reserve OIG, response to SIGTARP data call, 4/1/2010. 
2  GAO, response to SIGTARP data call, 3/31/2010. 
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KEy oVErsigHT rEporTs aND TEsTiMoNiEs

This list reflects TARP-related reports and testimonies published since SIGTARP’s last quarterly report. See prior SIGTARP 
quarterly reports for lists of prior oversight reports and testimonies.   

U.S. depARTMenT OF THe TReASURY (TReASURY)
ROLeS And MISSIOn

The mission of Treasury is to serve the American people and strengthen national security by managing the U.S. government’s finances effectively; 
promoting economic growth and stability; and ensuring the safety, soundness, and security of the U.S. and international financial systems. Treasury 
advises the President on economic and financial issues, encourages sustainable economic growth, and fosters improved governance in financial 
institutions.

OVeRSIGHT RepORTS

Treasury, Transactions Report, 1/4/2010 -- 3/31/2010, www.financialstability.gov/latest/reportsanddocs.html, accessed 4/6/2010 (released weekly).

Treasury, section 105(a) report, 1/11/2010 -- 3/10/2010, www.financialstability.gov/latest/reportsanddocs.html, accessed 4/6/2010.

Treasury, Citizens’ Report on the Troubled Asset Relief Program, Fiscal Year 2009, 3/2/2010, www.financialstability.gov/docs/09%20oFs_
Citizensreport%20Mar2.pdf, accessed 4/6/2010.

Treasury, “summary response to gao report, November 2009,” 1/14/2010, www.financialstability.gov/docs/summary%20response%20to%20
gao%20auto%20report%201%204%2010.pdf, accessed 4/6/2010.

Treasury, Warrant Disposition Report, 1/20/2010, www.financialstability.gov/docs/Tarp%20Warrant%20Disposition%20report%20v4.pdf, accessed 
4/6/2010.

ReCORded TeSTIMOnY

Treasury, “Treasury secretary Timothy F. geithner opening statement -- as prepared for Delivery, senate Committee on Finance,” 2/2/2010, www.
financialstability.gov/latest/st_02022010.html, accessed 4/6/2010.

Treasury, “Treasury secretary Timothy F. geithner Written Testimony before the Us senate Budget Committee,” 2/4/2010, www.financialstability.gov/
latest/st_02042010.html, accessed 4/6/2010.

Treasury, “special Master Kenneth Feinberg Testimony before the House Committee on Financial services,” 2/25/2010, www.financialstability.gov/latest/
st_02252010.html, accessed 4/6/2010.

Treasury, “Written Testimony of Herbert M. allison, Jr., assistant secretary for Financial stability, before the Congressional oversight panel,” 3/4/2010, 
www.financialstability.gov/latest/st_03042010.html, accessed 4/6/2010.

Treasury, “secretary Timothy F. geithner Written Testimony before the House Committee on Financial services,” 3/23/2010, www.financialstability.gov/
latest/tg_03232010b.html, accessed 4/6/2010.

Treasury, “Foreclosure prevention: is the Home affordable Modification program preserving Homeownership?” Testimony of Herbert M. allison, assistant 
secretary for Financial stability, U.s. Department of the Treasury, before the House Committee on oversight and government reform, 3/25/2010,   
www.financialstability.gov/latest/tg_03252010.html, accessed 4/6/2010.

FInAnCIAL STABILITY OVeRSIGHT BOARd (FSOB)
ROLeS And MISSIOn

FSOB is responsible for reviewing the exercise of authority under programs developed in accordance with EESA, including:
• policies implemented by the Secretary and the Office of Financial Stability, including the appointment of financial agents, the designation of asset 

classes to be purchased, and plans for the structure of vehicles used to purchase troubled assets
• the effect of such actions in assisting American families in preserving home ownership, stabilizing financial markets, and protecting taxpayers
  In addition, FSOB is responsible for making recommendations to the Secretary on the use of the authority under EESA, as well as for reporting any 

suspected fraud, misrepresentation, or malfeasance to SIGTARP or the U.S. Attorney General.

OVeRSIGHT RepORTS

None

ReCORded TeSTIMOnY

None
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SeCURITIeS And exCHAnGe COMMISSIOn (SeC)
ROLeS And MISSIOn

SEC administers the federal securities laws, requires disclosure by public companies, and brings enforcement actions against violators of securities law. 
While other federal and state agencies are legally responsible for regulating mortgage lending and the credit markets, SEC has taken these decisive 
actions to address the extraordinary challenges caused by the current credit crisis:
• aggressively combating fraud and market manipulation through enforcement actions
• taking swift action to stabilize financial markets
• enhancing transparency in financial disclosure

OVeRSIGHT RepORTS

None

ReCORded TeSTIMOnY

sEC, “Testimony Concerning the state of the Financial Crisis,” Chairman Mary l. schapiro, before the Financial Crisis inquiry Commission, 1/14/2010, 
sec.gov/news/testimony/2010/ts011410mls.htm, accessed 4/6/2010.

GOVeRnMenT ACCOUnTABILITY OFFICe (GAO)
ROLeS And MISSIOn

GAO is tasked with performing ongoing oversight of TARP’s performance, including:
• evaluating the characteristics of asset purchases and the disposition of assets acquired
• assessing TARP’s efficiency in using the funds
• evaluating compliance with applicable laws and regulations
• assessing the efficiency of contracting procedures
• auditing TARP’s annual financial statements and internal controls
• submitting reports to Congress at least every 60 days

OVeRSIGHT RepORTS

gao, “Troubled asset relief program, Treasury Needs to strengthen its Decision-Making process on the Term asset-Backed securities loan Facility,” 
2/28/2010, www.gao.gov/new.items/d1025.pdf, accessed 4/6/2010.

gao, “Troubled asset relief program, automaker pension Funding and Multiple Federal roles pose Challenges for the Future,” 4/6/2010, www.gao.gov/
new.items/d10492.pdf, accessed 4/6/2010.

ReCORded TeSTIMOnY

gao, “Troubled asset relief program, Home affordable Modification program Continues to Face implementation Challenges,” statement of gene l. 
Dodaro, acting Comptroller general of the United states, before the Committee on oversight and government reform, U.s. House of representatives, 
3/25/2010, www.gao.gov/new.items/d10556t.pdf, accessed 4/6/2010.
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COnGReSSIOnAL OVeRSIGHT pAneL (COp)
ROLeS And MISSIOn

COP is tasked with reviewing the current state of the financial markets and the regulatory system. As a by-product of these oversight activities, COP 
is required to produce the following reports to Congress:
• regular reports every 30 days that cover a variety of issues, including administration of the program, the impact of purchases on the financial 

markets/financial institutions, market transparency, and the effectiveness of foreclosure mitigation, minimization of long-term costs, and maximiza-
tion of benefits for taxpayers

• a special report on regulatory reform, published no later than January 20, 2009, analyzing the current state of the regulatory system and its effec-
tiveness at overseeing the participants in the financial system and protecting consumers. The report is to provide recommendations for improve-
ment regarding whether any participants in the financial markets that are currently outside the regulatory system should become subject to the 
regulatory system, the rationale underlying such recommendation, and whether there are any gaps in existing consumer protections.

OVeRSIGHT RepORTS

Cop, “Exiting Tarp and Unwinding its impact on the Financial Markets,” 1/14/2010, http://cop.senate.gov/reports/library/report-011410-cop.cfm, 
accessed 4/5/2010.

Cop, “Commercial real Estate losses and the risk to Financial stability,”2/11/2010, http://cop.senate.gov/reports/library/report-021110-cop.cfm, 
accessed 4/5/2010.

Cop, “The Unique Treatment of gMaC Under Tarp,” 3/11/2010, http://cop.senate.gov/reports/library/report-031110-cop.cfm, accessed 
4/5/2010.

ReCORded TeSTIMOnY

Cop, "atlanta Field Hearing on Commercial real Estate," 1/27/2010, http://cop.senate.gov/hearings/library/hearing-012710-atlanta.cfm, accessed 
4/5/2010.

Cop, “Cop Hearing on gMaC Financial services,” 2/25/2010, http://cop.senate.gov/hearings/library/hearing-022510-gmac.cfm, accessed 
4/5/2010.

Cop, "Cop Hearing on assistance provided to Citigroup Under Tarp," 3/4/2010, http://cop.senate.gov/hearings/library/hearing-030410-citi.cfm, 
accessed 4/5/2010.

OFFICe OF MAnAGeMenT And BUdGeT (OMB)
ROLeS And MISSIOn

OMB’s predominant mission is to assist the President in overseeing the preparation of the federal budget and to supervise its administration in Ex-
ecutive Branch agencies. In helping to formulate the President’s spending plans, OMB evaluates the effectiveness of agency programs, policies, and 
procedures, assesses competing funding demands among agencies, and sets funding priorities. OMB ensures that agency reports, rules, testimony, 
and proposed legislation are consistent with the President’s Budget and with Administration policies.  
 
In addition, OMB oversees and coordinates the Administration’s procurement, financial management, information, and regulatory policies. In each of 
these areas, OMB’s role is to help improve administrative management, to develop better performance measures and coordinating mechanisms, and 
to reduce any unnecessary burdens on the public.

OVeRSIGHT RepORTS

None

ReCORded TeSTIMOnY

None
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COnGReSSIOnAL BUdGeT OFFICe (CBO)
ROLeS And MISSIOn

CBO’s mandate is to provide the Congress with objective, nonpartisan, and timely analyses to aid in economic and budgetary decisions on the wide array 
of programs covered by the Federal budget, and the information and estimates required for the Congressional budget process. 

CBO assists the House and Senate Budget Committees, and the Congress more generally, by preparing reports and analyses. In accordance with the 
CBO’s mandate to provide objective and impartial analysis, CBO’s reports contain no policy recommendations. 

OVeRSIGHT RepORTS

CBo, “report on the Troubled asset relief program,” 3/2010, http://cbo.gov/ftpdocs/112xx/doc11227/03-17-Tarp.pdf, accessed on 4/5/2010.

ReCORded TeSTIMOnY

None

FedeRAL ReSeRVe BOARd (FedeRAL ReSeRVe)
ROLeS And MISSIOn

Federal Reserve’s duties fall into four general areas:
• conducting the nation’s monetary policy by influencing the monetary and credit conditions in the economy in pursuit of maximum employment, stable 

prices, and moderate long-term interest rates
• supervising and regulating banking institutions to ensure the safety and soundness of the nation’s banking and financial system and to protect the 

credit rights of consumers
• maintaining the stability of the financial system and containing systemic risk that may arise in financial markets
• providing financial services to depository institutions, the U.S. government, and foreign official institutions, including playing a major role in operating 

the nation’s payments system

OVeRSIGHT RepORTS

None

ReCORded TeSTIMOnY

Federal reserve, “Commercial real Estate,” Jon D. greenlee, associate Director, Division of Banking supervision and regulation, before the 
Congressional oversight panel Field Hearing, atlanta, georgia, 1/27/2010, http://federalreserve.gov/newsevents/testimony/greenlee20100127a.htm, 
accessed 4/6/2010.

Federal reserve, “Federal reserve’s Exit strategy,” Chairman Ben s. Bernanke, before the Committee on Financial services, U.s. House of 
representatives, 2/10/2010, http://federalreserve.gov/newsevents/testimony/bernanke20100210a.htm, accessed 4/6/2010.

Federal reserve, “incentive Compensation,” scott g. alvarez, general Counsel, before the Committee on Financial services, U.s. House of 
representatives, 2/25/2010, http://federalreserve.gov/newsevents/testimony/alvarez20100225a.htm, accessed 4/6/2010.

Federal reserve, “small Business lending,” governor Elizabeth a. Duke, before the Committee on Financial services and Committee on small Business, 
U.s. House of representatives, 2/26/2010, http://federalreserve.gov/newsevents/testimony/duke20100226a.htm, accessed 4/6/2010.

Federal reserve, “The Federal reserve’s role in Bank supervision,” Chairman Ben s. Bernanke, before the Committee on Financial services, U.s. House 
of representatives, 3/17/2010, http://federalreserve.gov/newsevents/testimony/bernanke20100317a.htm, accessed 4/6/2010.

Federal reserve, “Federal reserve’s Exit strategy,” Chairman Ben s. Bernanke, before the Committee on Financial services, U.s. House of 
representatives, 3/25/2010, http://federalreserve.gov/newsevents/testimony/bernanke20100325a.htm, accessed 4/6/2010.
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FedeRAL depOSIT InSURAnCe CORpORATIOn (FdIC)
ROLeS And MISSIOn

FDIC is an independent agency created by Congress that maintains the stability and public confidence in the nation’s financial system by insuring depos-
its, examining and supervising financial institutions, and managing receiverships.

OVeRSIGHT RepORTS

None

ReCORded TeSTIMOnY

FDiC, statement of sheila C. Bair, Chairman, Federal Deposit insurance Corporation, before the Financial Crisis inquiry Commission, 1/14/2010, http://
fdic.gov/news/news/speeches/chairman/spjan1410.html, accessed 4/6/2010.

FDiC, statement of Mitchell l. glassman, Director, Division of resolutions and receiverships, Federal Deposit insurance Corporation before the 
subcommittee on Financial institutions and Consumer Credit, House Committee on Financial services, U.s. House of representatives, 1/21/2010,  
http://fdic.gov/news/news/speeches/chairman/spjan2110.html, accessed 4/6/2010.

FDiC, statement of Martin J. gruenberg, Vice Chairman, Federal Deposit insurance Corporation before the Committee on Financial services and 
Committee on small Business, U.s. House of representatives, 2/26/2010,  http://fdic.gov/news/news/speeches/others/spfeb2610.html, accessed 
4/6/2010.

FedeRAL depOSIT InSURAnCe CORpORATIOn OFFICe OF THe InSpeCTOR GeneRAL (FdIC OIG)
ROLeS And MISSIOn

The Office of Inspector General promotes the economy, efficiency, and effectiveness of FDIC programs and operations, and protects against fraud, 
waste, and abuse, to assist and augment the FDIC’s contribution to stability and public confidence in the nation’s financial system.

OVeRSIGHT RepORTS

None

ReCORded TeSTIMOnY

None

SpeCIAL InSpeCTOR GeneRAL FOR THe TROUBLed ASSeT ReLIeF pROGRAM (SIGTARp)
ROLeS And MISSIOn

Under EESA, the Special Inspector General has the responsibility, among other things, to conduct, supervise and coordinate audits and investigations of 
the purchase, management and sale of assets under the Troubled Asset Relief Program (“TARP”). SIGTARP’s mission is to advance economic stability by 
promoting the efficiency and effectiveness of TARP management, through transparency, through coordinated oversight, and through robust enforcement 
against those, whether inside or outside of Government, who waste, steal or abuse TARP funds.

OVeRSIGHT RepORTS

sigTarp, Quarterly Report to Congress, 1/30/2010, www.sigtarp.gov/reports/congress/2010/January2010_Quarterly_report_to_Congress.pdf, 
accessed 4/6/2010.

sigTarp, “Factors affecting implementation of The Home affordable Modification program,” 3/25/2010, www.sigtarp.gov/reports/audit/2010/Factors_
affecting_implementation_of_the_Home_affordable_Modification_program.pdf, accessed 4/6/2010.

ReCORded TeSTIMOnY

sigTarp, “statement of Neil Barofsky, special inspector general for the Troubled asset relief program, before the House Committee on oversight 
and government reform,” 1/27/2010, www.sigtarp.gov/reports/testimony/2010/Testimony%20Jan%2027_2010_House%20Committee%20on%20
oversight%20and%20government%20reform.pdf, accessed 4/6/2010.

Note: italics style indicates verbatim narrative taken from source documents. 
 
sources: Treasury, www.treas.gov, accessed 4/6/2010; Treasury inspector general, www.treas.gov, accessed 4/6/2010; FsoB, www.treas.gov, accessed 4/6/2010; sEC, www.sec.gov, accessed 
4/6/2010; gao, www.gao.gov, accessed 4/6/2010; Cop, www.cop.senate.gov, accessed 4/6/2010; oMB, www.whitehouse.gov, accessed 4/6/2010; CBo, www.cbo.gov, accessed 4/6/2010; 
Federal reserve Board, www.federalreserve.gov, accessed 4/6/2010; FDiC, www.fdic.gov, accessed 4/6/2010; FDiC oig, www.fdicoig.gov, accessed 4/6/2010; sigTarp, www.sigtarp.gov, accessed 
4/6/2010. 
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CorrEspoNDENCE

This appendix provides a copy of the following correspondence:

CORReSpOndenCe 
date From To Regarding
2/19/2010 sigTarp Treasury oversight of small Business lending Fund

3/30/2010 Treasury sigTarp status report on recommendations in the sigTarp Quarterly 
report

4/17/2010 Treasury sigTarp response to sigTarp Quarterly report
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UsT/TCW FUND HolDiNgs

The following is an excerpt from the UST/TCW Senior Mortgage Securities Fund, LP Monthly Report dated December 
31, 2009.
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