FHA PowerSaver

Frequently Asked Questions (FAQs) for Consumers

What is the FHA PowerSaver program and when will it be available?

PowerSaver is a new insurance program from the Federal Housing Administration (FHA) that
will enable homeowners to make cost effective, energy saving improvements to their homes.
PowerSaver will provide federal loan insurance and other incentives to participating lenders to
deliver low-cost home energy improvement loans. Homeowners will be able to borrow up to
$25,000 for terms of 15 years (up to 20 years for certain improvements) to make proven home
energy improvements of their choice, based on a list developed by FHA and the U.S. Department
of Energy (DOE).

PowerSaver will begin as a nationwide two-year pilot program, launching in 2011. FHA is
currently seeking lenders to participate in the program. In selecting participating lenders, FHA
will consider the market areas lenders propose to serve. Generally, FHA will require lenders to
target market areas that have already taken affirmative steps to expand home energy
improvements, such as educating consumers about the benefits of home energy improvements
and ensuring qualified contractors are available to do the work. FHA anticipates announcing the
participating lenders and communities in early 2011.

What are the benefits of PowerSaver loans for consumers?

More homeowners are seeking the practical, money saving benefits of more energy efficient
homes. PowerSaver loans will enable homeowners to make cost-effective energy improvements
of their choice that will lower their home’s energy use and should result in lower energy bills and
less greenhouse gas emissions. For many consumers, PowerSaver loans will be less expensive
and easier to access than other kinds of financing for home improvements, such as credit cards
and home equity loans. This is because FHA is providing mortgage insurance and other
incentives to lenders to lower costs for homeowners.

How can a homeowner obtain a PowerSaver loan for home energy improvements?

FHA is soliciting expressions of interest from lenders to make PowerSaver loans. Lenders will
define the markets they intend to serve with the product. Qualified borrowers in those markets
will access PowerSaver loans directly from participating lenders in their communities.
Participating lenders and eligible markets will be announced in early 2011.

What are the expected interest rates, closing costs and fees for PowerSaver loans?

While FHA cannot set the loan interest rate, it expects that PowerSaver loans will be available at
affordable and competitive rates. FHA will select lenders in part based on their commitment to
provide the most affordable financing to consumers. In addition, FHA will allow — and
encourage — local communities and private organizations to help lower interest rates and other
costs to consumers.
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Fees and costs associated with PowerSaver will be customary for home loans and most can be
financed as part of the PowerSaver loan, including origination fees, building permits, inspections
and appraisals.

Is there a prepayment penalty?

No.

Is the interest payment tax deductable?
Generally, yes, if the loan is secured.

Is an energy audit required?

FHA strongly encourages — but does not require — PowerSaver borrowers to utilize an energy
audit to make the most informed choice about the most appropriate energy improvements to their
home.

What types of home energy improvements can borrowers make with PowerSaver?

All PowerSaver loans must be used to make cost-effective energy saving improvements, based
on a list published by FHA and DOE. Examples include insulation, duct sealing, energy efficient
doors, windows, HVAC systems and water heaters, solar panels and geothermal systems. The list
of eligible improvements is available in Appendix B of the Federal Register Notice (FR 5450-N-
01) posted on the HUD website at
http://portal.hud.gov/portal/page/portal/HUD/program_offices/administration/hudclips.

What are the basic borrower criteria for PowerSaver loans?

PowerSaver loans are available to homeowners who have the wherewithal and motivation to
make energy improvements to their home.

Minimum credit score: 660

Maximum total debt to income ratio: 45%

Maximum combined loan-to-value (first mortgage loan balance & PowerSaver): 100%
Property type: Existing 1-unit, owner-occupied, detached, principal residence properties
only.

e Appraisal requirement: Exterior-only inspection residential appraisal or other FHA
accepted method of property valuation.

What measures have been taken to protect consumers who are interested in the
PowerSaver program?

PowerSaver has been carefully designed to meet a need in the marketplace for borrowers who
have the ability and motivation to take on modest additional debt to realize the savings over time
from a home energy improvement. PowerSaver loans are only available to borrowers with good
credit, manageable overall debt and at least some equity in their home.
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Also, PowerSaver, like the underlying FHA Title | program, provides up to 90 percent insurance
against loan default. Lenders are responsible for the remainder, which provides strong market-
based incentives to lenders to perform high-quality underwriting. FHA will carefully select
PowerSaver lenders and closely review their activities.

How do PowerSaver loans compare to other similar products in the marketplace?

PowerSaver helps fill a gap in the marketplace. There is no widely available and affordable home
mortgage product specifically for home energy improvements. Current consumer options are
generally limited to unsecured personal loans, credit cards, contractor liens (which generally
have higher interest rates), and home equity lines of credit (which generally are limited to
borrowers with very high credit scores and significant home equity.)

Given the widely varying consumer credit profiles, financial capacity and current home values,
more than one financing option is needed to increase the scale of home energy improvements
nationwide. For many homeowners and communities PowerSaver should provide an appealing
option.

11/9/2010 3



