STOP the Government Bailout – Help Homeowners Help Themselves

CO-SPONSOR THE HOMEOWNER EMPOWERMENT ACT

April 9, 2008

Dear Colleague,

The United States Senate put together a housing bailout with a $15 billion price tag.  There is little likelihood the program won’t grow and the costs escalate dramatically as the legislation moves through Congress.  

The bloated package essentially absolves irresponsible borrowers and predatory lenders of all wrongdoing and, worse still, forces the American taxpayer to shoulder the financial burden of fixing the current housing crisis.  Among its provisions are a $4 billion block grant for local communities to purchase and refurbish foreclosed properties, an expansion of the Federal House Administration’s (FHA) loan limit, and $100 million for foreclosure counseling.  Rather than placing the burden on the American taxpayer, we should provide Americans with a hand-up, rather than a handout and allow them to use their retirement savings accounts to save another form of retirement savings, their home equity, without penalty.  

Accessing these funds prematurely however, comes with serious penalties.  In light of the current mortgage crisis, the Homeowner Empowerment Act allows Americans to tap into their retirement plans, without paying penalties or taxes, to make their own mortgage payments, or personal mortgage payments of any other individual.  By enabling borrowers, parents, extended family, or even friends with retirement accounts to make mortgage payments and allow a family to preserve what is likely its greatest financial asset, we can lessen the number of additional defaults.  

Under this proposal, the Trustee of the retirement account would be allowed to make payments directly to mortgage companies.  Funds could not be used for any other purpose.  Those who choose to use retirement savings would have the option of replacing the assets pulled from their retirement accounts.  Any individual who chooses not to replace assets pulled from a tax-deferred account would have to pay the taxes due, but not the penalty, by the end of the repayment period.  The period for repayment would be limited to 12 years.  

This is a free market response to a serious economic problem facing America.  By contrast, the Senate proposal is a government bailout.  Hardworking taxpayers shouldn’t pay to fix this problem.      

If you are interested in cosponsoring or if you need more information, please contact Paul Edattel in my office at extension 5-3361.    

Sincerely,

/s/
John Shadegg

Member of Congress

