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Executive Summary

The American middle class is losing homeownership. Not because people stopped wanting homes, but
because the individual mortgage market has priced out the workers who build and run the economy. Wages
have not kept pace with home prices, lending standards have tightened, and the 30-year path to wealth-
through-homeownership that defined the middle class for three generations is closing.

This product opens it back up — not by changing what a mortgage is, but by changing who holds it and how
it is structured.

Employer Backed Mortgage is a bank-offered mortgage product designed for qualified businesses to
purchase primary residential properties for their employees as a workplace benefit. The bank lends to the
business at or near the federal funds rate. The business extends the benefit to qualifying employees under a
rent-to-own structure. After 30 years of employment and payments, the employee owns the home outright
as a retirement asset. Everyone wins: the bank has a qualified commercial borrower, the business has a
powerful retention tool, and the employee builds generational wealth on a working-class income.

The core insight: The bank is not assessing hundreds of individual employee borrowers. It is
underwriting one qualified business entity. That consolidation reduces risk, enables larger loan pools,
and unlocks rates that individual workers could never access on their own.



Section 1: The Problem This Solves

1.1 Middle Class Homeownership Is Declining

The U.S. homeownership rate has declined steadily since its peak. Among workers earning median wages,
homeownership is increasingly out of reach in most major metropolitan areas. Down payment
requirements, debt-to-income ratios, and rising home prices have created a structural barrier that individual
savings alone cannot overcome for most working families.

The consequences compound over time. A renter who retires at 65 has monthly housing costs for the rest of
their life. A homeowner who retires at 65 with a paid-off home has dramatically lower monthly expenses
and a significant asset. The difference between those two outcomes is often not income — it is access.
Access to a mortgage product that a working person can qualify for and sustain over 30 years.

1.2 Employers Cannot Compete on Salary Alone

In a tight labor market, employers compete for workers on compensation packages. Health insurance,
retirement matching, and paid time off are now baseline expectations. The employers who attract and
retain the best workers are those who offer something genuinely different — a benefit that changes the
long-term financial trajectory of their employees' lives.

No current benefit does that as powerfully as homeownership. A worker who owns their home because of
their employer has a reason to stay that no competitor can easily match.

1.3 Banks Want Qualified Commercial Borrowers

Individual residential mortgages carry significant origination costs, servicing requirements, and default risk
at the individual level. Consolidating that risk into a qualified commercial entity — a business with verifiable
revenue, credit history, and assets — is structurally preferable from a bank's underwriting perspective. The
bank gets a commercial relationship, not a portfolio of individual consumer loans.



Section 2: Product Structure

2.1 The Three-Party Relationship
The product operates through a three-party structure:

e The Bank: Originates and holds the commercial mortgage loan, made to the qualifying business at or
near the federal funds rate. Underwrites the business, not the individual employees. Holds a
commercial lien on the residential properties purchased under the program.

e The Business: Qualifies for the loan program based on standard commercial lending criteria. Uses
loan proceeds to purchase residential properties for employees. Collects payments from employees
and services the bank loan. Holds the property in the company's name until the employee satisfies
the full term or the property is otherwise transferred.

e The Employee: Occupies the property as a primary residence under a rent-to-own agreement with
the employer. Makes regular payments to the business — structured to service the underlying
mortgage plus agreed-upon costs. Builds equity over the term of employment. Receives title to the
property upon completion of the 30-year term or upon an agreed equity transfer event.

The landlord analogy: The business holds the mortgage the way a landlord holds a property. The
employee's personal life events — divorce, medical costs, personal debt — do not affect the bank's
loan. The bank's counterparty is always the creditworthy business entity.

2.2 Payment Structure
Employee payments are structured to cover:

e The underlying mortgage payment to the bank (principal and interest at or near federal funds rate)
e Property taxes and insurance (held in escrow by the business)
¢ A small administrative fee to the business for program management

Because the interest rate is at or near the federal funds rate — dramatically below standard retail mortgage
rates — the employee's monthly payment is significantly lower than a comparable individual mortgage, even
though the property is being purchased at market value. The difference is the benefit.

2.3 Equity and Ownership Transfer

Equity accumulates in the property over time as payments are made. The product includes several equity-
related provisions:

e At full term (30 years of qualifying employment and payments), the property transfers to the
employee free and clear as a retirement benefit.

e Atintermediate equity milestones, the business may offer partial transfers, refinancing options, or
equity-sharing arrangements as additional retention incentives.

e Once properties reach sufficient equity, the business may sell properties back to the bank or to
secondary market investors, recycling that capital to purchase new properties for new employees.
This creates a self-sustaining cycle of homeownership creation.



e The employee may at any point choose to refinance the property individually, taking the mortgage
out of the employer program and into their own name, if they qualify for standard residential
lending.



Section 3: Employee Departure — The
Critical Scenario

3.1 Voluntary or Involuntary Separation

When an employee leaves the company — voluntarily or involuntarily — a 30-day transition window
activates. During this window the employee has the following options:

Transfer: Find a qualifying employer willing to accept transfer of the mortgage benefit into their
program. The property, the payment structure, and the accumulated equity transfer with the
employee to the new employer's program. The bank's counterparty changes from the old employer
to the new employer.

Individual refinance: If the employee qualifies for a standard residential mortgage, they may
refinance the property into their own name, paying off the employer's loan and taking individual
ownership.

Surrender: If neither transfer nor refinance is possible within the transition window, the property
returns to the business as a commercial asset. The business may then offer it to another employee,
sell it, or hold it as a rental property. Any equity accrued by the departing employee above a defined
threshold is returned to them in cash at closing.

The rent-to-own principle: A tenant's divorce does not affect the landlord's mortgage. Similarly, the
employee's personal circumstances do not affect the bank's loan. The business manages the
transition; the bank's position is always protected.

3.2 Employer Termination of Participation

If a business chooses to exit the program, a wind-down period allows for orderly transfer of all properties —
either to individual employee ownership (through refinancing), to new employer participants, or back to
market. Loan agreements include wind-down provisions protecting employees from abrupt displacement.



Section 4: Benefits to Each Party

4.1 For Banks

Commercial underwriting on a known business entity rather than hundreds of individual consumer
credit assessments

Larger consolidated loan pools with business-level creditworthiness backstopping the portfolio
New product category creating differentiated commercial lending relationships

Reduced default risk through employer intermediary and 30-day transition protocols

Equity recycling creates ongoing loan origination opportunities as properties mature

Community Reinvestment Act credit potential for expanding homeownership access to working-
class borrowers

4.2 For Businesses

Most powerful employee retention tool available — a worker who owns their home through their
employer has a reason to stay that compensation alone cannot replicate

Recruitment differentiator in competitive labor markets
Property assets on the business balance sheet with long-term appreciation potential

Federal funds rate access to capital for real estate investment, dramatically below standard
commercial real estate lending rates

Employee housing stability improves productivity and reduces turnover costs

30-year employee loyalty program with built-in economic incentive at every stage

4.3 For Employees

Access to homeownership at federal funds rate — the lowest interest rate available anywhere in the
economy

No individual mortgage qualification required — the business qualifies, not the individual
Retirement asset accumulation: 30 years of employment produces a paid-off home
Primary residence stability for family life, schooling, and community

Equity builds over time and is portable through the transfer mechanism

Generational wealth creation accessible to working-class incomes for the first time at scale



Section 5: Legal and Regulatory
Considerations

5.1 Tax Treatment

The property is held as a commercial asset by the business throughout the term. This means:

The business treats the property as commercial real estate for tax purposes — depreciation,
property tax deductions, and mortgage interest deductions apply at the business level

The employee's payments are not rent for tax purposes but structured as contributions toward a
deferred compensation or benefit arrangement — specific IRS treatment to be determined in
consultation with tax counsel

At transfer of title at the end of the 30-year term, the tax treatment mirrors other forms of deferred
compensation or employer-provided housing benefits

No new IRS category is required — the product is structured within existing commercial real estate
and employer benefit frameworks

5.2 Key Legal Documents Required

Commercial Mortgage Agreement: Between bank and employer, standard commercial real estate
terms with program-specific provisions for equity recycling and wind-down

Employee Occupancy and Benefit Agreement: Between employer and employee, governing
payments, equity accumulation, transfer rights, and departure protocols

Transfer Agreement Template: Standard form for employer-to-employer mortgage transfer when an
employee changes qualifying employers

Equity Distribution Agreement: Governing the return of accrued equity to departing employees
above defined thresholds

5.3 Regulatory Pathway

The product operates primarily within existing commercial lending and employer benefit regulatory
frameworks. Key regulatory touchpoints include:

Bank examination: Commercial real estate lending regulations apply; the portfolio of employer-
program mortgages is examined as commercial loans, not residential mortgages, avoiding some
CFPB consumer mortgage regulations

Employment law: The benefit must be structured to comply with ERISA or an applicable exemption,
and equal opportunity employment law requires consistent benefit availability across employee
classifications

State real estate law: Property transfer mechanisms vary by state; the transfer agreement must be
compliant in each state of operation



Section 6: Market Opportunity

The U.S. residential mortgage market originates approximately $2 trillion in loans annually. Even a fraction
of a percent of that volume redirected through an employer-backed structure represents a significant new
product category.

The employer benefit market is a $1.3 trillion annual spend. Housing is the single largest household expense
for most American workers and the most underserved category in employer benefits. No scalable,
standardized product currently addresses it at the working-class level.

The labor shortage across construction, manufacturing, agriculture, healthcare, and service industries has
created unprecedented employer motivation to differentiate on benefits. A product that offers working-
class employees a genuine path to homeownership and retirement security — something no competitor
currently offers — is a genuine market differentiator.

The mission: Middle class wealth is built through homeownership. For three generations, a working
person who stayed with one employer for 30 years could retire with a paid-off home and a pension.
The pension is largely gone. This product restores the home.



Section 7: Next Steps

Engage a commercial banking partner to evaluate the product structure and identify the regulatory
pathway to a pilot program

Retain tax counsel to determine optimal IRS treatment of the employee benefit component
Retain real estate and employment law counsel to draft the core legal document suite

Identify 2-3 pilot employer partners — ideally mid-size businesses (50-500 employees) in industries
with high retention challenges and stable long-term revenue

Design the transfer protocol in detail — the 30-day transition window, qualifying employer criteria,
and equity distribution formula

Explore Community Reinvestment Act credit opportunities with potential bank partners as a
regulatory incentive for early adoption

File for any applicable patents or trademarks on the product structure and name once finalized
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