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PSPA Modification: Key Points To Make 

• The AdministTation remains committed to winding down the GSEs in an orderly 
and financially prudent fashion. 

• Gi,,en-th:is-e-&Hltttitment:-at1d·t·he-r-eee1tt·stabtlt,,a.tiot1·0f.t-he-GSEs'..finaneial-·pr0fi~; 
Wwe believe it is an appropriate time to restructure the financial support 
agreements Treasury has with the GSEs (the PSPAs) to.simplifv.the.arrangements 
and preserve operating support capacity. 

• We are i.t1 the process of working ·with the FHFA to modify the dividend Treasury 
earns on its preferred stock investment. The ctment fixed l 0% di vidend rate will 
be changed to one where the GSEs will pay to Treasury the net income they earn 
over time as they arc wound down. 

• This is important for a munber of reasons: 

=.=It meru,s the taxpayer will benefit from all future earnings of the GSEs 
Under the current framework we are I imited lo the I 0% dividend 

::::It will stop the circular process of the GS Es drawing on Treasury PSPA 
support in order to pay dividends back to Treasury 

--This. creates. a. binding.contractual. obligation .. requiring the. GS Es. topay .all 
earnings to the Treasury. Dividends. bv contrast, are discretionarv: the Board 
must.declare .a. dividend.which can. only_ be _paid if the GSE. is.profitable. 

-·---At-the--end-of.,2.0.l·2··atty-fl1tlir-e-sut>~l'·Of.·the-G&gs.ffe1n-the-f>.SP.A--wi!~-be 
....... eapped-at-$2-00,b-i-Uien·: 

::::·Fut1tre PSPA draws will only be made in d1e event that the GSEs have 
operating losses . 

.::.:It is consistent with our commitment that the GSEs will not return to theiJ 
past form. 

• The agreement is exl)ectcd to be finalized later this year, but has been agreed to in 
pri.tlciplc by both Treasury and FHF A 

We believe the taxpayers will be in a better position to benefit from any GSE 
profits as they are wound dow n. 
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ln no way does this change impact our pledge to stand behind tJ1esc institution( 
ability to meet tJ1eir commitments. 

Question & Answers 

• Why are you doing this now? 
Q_As the Enterprises begin their transition process (per FHFA's strategic 

plan). we wanted to make it clear to-the-·1naFk-et-s-ru1a·t-l1e-~1ous+ng 
eemm1t11+ty-fer-sheuki-we-sarheme-ewaer~}-that future PSPA capacity 
would not be used to fund dividends back to Treasury_and.that.the. GSEs 
pav anv and all profits back to the taxpayer. 
e 

• ls .the taxpaverfn.a .worse_g.f[position? 
o No - tJ1ev are in a better position. Under the current arrangement Treasurv·s 

upside was ca_p.ru,.q_at the 10% dividend., now the ~ayer. will .be Ute 
beneficiary of any future earnings produced by the GS Es. Also. the GSEs 
would be makin.g_a bindiJ1&.._contractual commitment to.turn ovcLRfofits_to 
taxpaycrs,.as _opposed. to. the current. discretionary, dividend. 

• Did the year end 2012 expiration a/Treasury's ability to provide un/;mi/ed 
support to the GSEs factor into this decision? 

o As we have always said, " we stand bel1ind tl1csc institutions so they can 
meet j,al,l-e4}-thcir commihncnts'· and con1inuc to fullill their important 
mission 

o Taking this step now is a clear sign the Treasury is fully committed to 
supporting these organizations as tl1ey transitiou 

• ls the remaining PSPA capaciry enough to suppon 1he GSEs ajler 2012? Should 
investors be worried? 

o As we have always said. '"we stand behind these institutions so they can 
meet their commitments" 
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· ···N&·····tl-leyore-+1t-a-better--pooitci01t . ..{,foder-d1e--et1Fre1tt·-ar·nt1tgeme1tt-1-r-ooslM'y'·S·tl.l*ide-·\¥ilS 
eapf)ed,at·dte·-Hl%4i't<iGeG;-·n0w,the-~*·f)ayef··Wil~-be-tl1e--benefi0ia£y·0f-a£;t-f-uttJre 
ear-nings·-predt10ed-b-y--tl1e-GSEs 

• Will there be oli1er modifications to the PSPAs? 
o None are contemplated at this time 

• ··-- ··· ( Formatted: Indent: Left: ·0.25" 
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