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A
uthorizes the current FH

A
 ceilings through 

P
erm

anently reauthorizes the current FH
A

 
1992. (Sec. 201) 

ceiling. (Sec. 732).

2.3.

D
elegated

 
P

rocessin
g an

d
 

F
u

ll In
su

ran
ce 

for M
u

ltifam
ily 

H
ou

sin
g

R
everse 

M
ortgages

4.
F

irst-tim
e

H
om

ebuyer
S

tu
d

y

R
equires the S

ecretary to establish a 
delegated processing program

 to approved 
m

ortgagees under the 202, 221, 223, 232, 
or 241 program

s. 
R

equires the S
ecretary 

to m
aintain a full insurance program

 
w

here all processing is perform
ed at H

U
D

. 
(Sec. 202)

E
xpands the current reverse m

ortgage 
insurance program

 to 25,000 and 
reauthorizes the program

 through the end of 
fiscal year 1993. 

A
llow

s participants 
(m

ortgagors) several different m
ethods to 

receive paym
ents from

 the m
ortgagees 

including draw
ing dow

n on lines of credit 
and m

onthly paym
ents. 

A
llow

s m
ortgagors 

the ability to alter the m
ethod chosen to 

receive paym
ents, but gives the S

ecretary the 
authority to im

plem
ent regulations lim

iting 
the m

ortgagors ability to convert from
 one 

paym
ent m

ethod to another m
ethod. (Sec. 

203)

R
equires S

ecretary to study the actuarial 
soundness of im

plem
enting a program

 to 
guarantee dow

npaym
ents for first-tim

e 
hom

ebuyers based on dow
npaym

ent savings 
accounts and required m

onthly paym
ent 

schedules th
at w

ould equal a percentage of 
the value of the housing in a housing m

arket 
at the tim

e of purchase. 
(Sec. 204)

S
im

ilar provision. 
W

ould require the 
delegate processing program

 to be used in 
conjunction w

ith the 207 program
 and w

ould 
not include delegate processing in Section 
202 of the N

ational H
ousing A

ct. 
(Sec.

S
im

ilar provision. 
W

ould extend the program
 

through fiscal year 1994. W
ould give the 

S
ecretary the authority to lim

it the 
convertability of paym

ent m
ethods by 

m
ortgagors. 

W
ould require the Secretary to 

disclose the projected total future -loan 
balance and including the cost for a short- 
term

 m
ortgage and the cost for a m

ortgage 
equaling the life expectancy of the m

ortgagor. 
(Sec. 745)

E
stablishes a N

ational H
ousing T

rust w
ithin 

H
U

B
 w

hich w
ill provide $500,000,000 in 

assistance in 1991 and such sum
s as 

appropriate in 1992 and 1993 to assist first- 
tune hom

ebuyers purchase a hom
e. 

T
he 

trust w
ill term

inate at the end of fiscal year 
1993. 

T
he B

oard of D
irectors of the T

rust 
w

ill include the S
ecretary of H

U
D

, the



S
ecretary of T

reasury, the chair of FD
IC

, the 
chair of the F

ederal H
ousing F

inance B
oard, 

the chair of F
annie M

ae and F
reddie M

ac 
and a consum

er representative. 
T

he B
oard 

can hire staff and is allow
ed travel expenses 

and a per diem
. (Sec. 102)

G
eneral D

escription of the Program
. 

T
he 

trust w
ill provide assistance for first-tim

e 
hom

ebuyers in tw
o w

ays: an interest rate 
buydow

n and dow
npaym

ent assistance. 
Interest rate buydow

ns w
ill ensure th

at the 
interest payable on these m

ortgages w
ould 

not exceed 6%
. 

D
ow

npaym
ent assistance 

w
ould include paym

ents for closing costs. 
To 

receive dow
npaym

ent assistance the recipient 
m

ust provide 1%
 of the acquisition cost of 

the property excluding the m
ortgage 

insurance prem
ium

 paid at the tim
e the 

m
ortgage is insured. 

T
he dow

npaym
ent 

assistance is secured by a lien th
at is 

subordinate to all m
ortgages existing on the 

property w
hen the assistance paym

ent is 
m

ade. 
D

ow
npaym

ent assistance m
ust be 

repaid upon sale of the property unless the 
sale results in insufficient proceeds to repay 
the dow

npaym
ent in w

hich ca^t^the B
oard of 

D
irectors can release the borrow

er from
 the 

dow
npaym

ent obligation. 
T

he B
oard of 

D
irectors m

ay require that the dow
npaym

ent 
assistance be repaid if at the tim

e of 
recertification, the fam

ily incom
e exceeds 

115%
 of m

edian incom
e or if the property is 

no longer the principal residence of the 
fam

ily. 
D

ow
npaym

ent assistance funding 
w

ould be based upon the need for first-tim
e



hom
ebuyer assistance in one state versus the 

all other states. 
(Sec. 103)

E
ligibility. 

P
rogram

 participants m
ust be 

first-tim
e hom

ebuyers (w
hich includes 

displaced hom
em

akers and single parents) 
w

hose fam
ily incom

e during the year before 
the application did not exceed 115%

 of the 
m

edian incom
e for a fam

ily of 4 in the M
SA

. 
P

roperty securing the m
ortgage m

ust be a 
principal residence of the participant. 

T
he 

m
axim

um
 m

ortgage am
ount does not exceed 

the FH
A

 m
axim

um
. 

T
he m

axim
um

 interest 
rate is fixed. 

T
he m

ortgage is insured by



FH
A

 or private m
ortgage insurance. (Sec. 

103(b))

C
ertification. 

T
he B

oard of D
irectors m

ust 
certify the incom

e of participating fam
ilies 

every 2 years. (Sec. 103(bX
2» 

T
he 

participating fam
ily m

ust certify th
at they 

m
ade a good faith effort to obtain a m

arket 
rate m

ortgage and w
ere denied because of 

insufficient incom
e, (sec. 103(bX

3»

T
he N

ational H
ousing T

rust Fund. 
A

ll 
appropriating for this program

 w
ill be placed 

in a revolving fund w
ithin the T

reasury. 
(Sec. 104)

R
egulations. 

T
he B

oard of D
irectors is 

em
pow

ered to issue regulations to carry out 
the program

. 
(Sec. 106)

R
eport. 

T
he B

oard of D
irectors w

ill subm
it a 

report w
ithin 90 days of the term

ination of 
by the T

rust and analyzing the effectiveness 
of the T

rust in assisting first-tim
e 

hom
ebuyers. (Sec. 107)



5. 
O

ther H
om

e- 
ow

n
ersh

ip
 

D
em

onstration 
P

rogram
s

N
o sim

ilar provision
O

verall. 
T

he program
 provides m

atching 
loans to eligible recipients to assist in the 
dow

npaym
ent of a first hom

e. 
T

he Secretary 
is authorized to provide 20,000,000 for this 
program

 in fiscal year 1991. 
T

he program
 

has unique definitions for eligible recipients.

D
efinitions. (1) B

uyer contribution m
eans the 

sum
 of funds deposited by an eligible buyer 

in a H
O

M
E

 savings certificate account in any 
year and any interest accrued. (2) D

epository 
institution is a financial institution th

at 
accepts deposits and is insured by the FD

IC
 

or N
C

U
A

. 
(3) D

isplaced H
om

em
aker is an 

adult w
ho has not w

orked full-tim
e in the 

labor force for a num
ber of years but has 

w
orked w

ithout rem
uneration to care for the 

fam
ily and hom

e, has depended upon public 
assistance or spouse's incom

e or is a parent 
w

hose youngest dependent child w
ill becom

e 
ineligible to receive A

FD
C

 w
ithin 2 years 

after subm
ission by the individual of an 

application for assistance, is unem
ployed or 

underem
ployed and is experiencing difficulty 

in obtaining or upgrading em
ploym

ent. (4) 
E

ligible buyer is a person w
ho has not 

individually or jointly w
ith l^

p
^
o
re

 persons 
had any present ow

nership interest in a 
principal or secondary residence during the 
3-year period ending on the date of the 
establishm

ent of a H
O

M
E

 savings certificate 
incom

e does not exceed 120%
 of the S

tate 
m

edian gross incom
e. 

T
he term

 eligible 
buyer w

ill not exclude displaced hom
em

akers 
as previously defined or single parents ( a 
person w

ho is unm
arried or legally separated 

and has custody or joint custody of 1 or m
ore



m
inor children or w

ho is pregnant) w
ho 

ow
ned a hom

e w
hile m

arried. 
(5) H

O
M

E
 

savings certificate accounts are tim
e deposit 

accounts established at depository institutions 
w

here buyer contributions are deposited. 
(6) 

M
atching contribution certificates are. 

nontransferable certificates issued by the 
S

ecretary of H
U

D
 representing the total 

am
ount of funds to be m

ade available to an 
eligible buyer to purchase a residence. 

(Sec. 
121)

M
atching C

ontributions. 
T

he Secretary w
ill 

have the authority to issue m
atching 

contributions to eligible buyers. 
T

he 
m

atching contribution w
ill be a m

ultiple of 
the buyer contribution to the certificate 
account. 

T
he governm

ent m
atch w

ill be 
based upon the incom

e of the buyer. 
If the 

buyers incom
e is 50 percent or less of state 

m
edian gross incom

e the governm
ent w

ill 
m

atch $4.00 for every $1 the buyer 
contributes to the certificate account. 

If 
buyer incom

e is 51-80 percent of state 
m

edian gross incom
e the governm

ent m
atch 

is $3.00. 
If buyer incom

e is 81-100 percent, 
the governm

ent m
atch is $2.(X^#» If buyer 

incom
e is 101-120 percent-the governm

ent 
m

atch is $1.00. (Sec. 122 (cX
D

)

B
uyer can contribute no m

ore than 5%
 of 

incom
e to the fund to be eligible for 

governm
ent m

atching funds. 
D

uring the first 
year after the regulations im

plem
enting this 

program
 take effect the buyer can contribute 

15%
 of its incom

e for m
atching purposes, and



during the next year can contribute 10%
 of 

his/her incom
e for a m

atch. (Sec. 122(cX
2»

T
he m

atching contribution certificates can 
not exceed 40%

 of the average S
tate m

edian 
incom

e. (Sec. 122(cX
3))

If the buyers incom
e exceeds the 120%

 
threshold, the buyer m

ay not receive a 
m

atching contribution certificate for that 
year. (Sec. 122(d))

S
ecretary is to reserve 20 percent of the 

A
ppropriated am

ounts for the m
atching 

contribution certificates for buyers earning 
80%

 of the S
tate gross m

edian incom
e and 

below
. (Sec. 122(dX

2))

U
se of M

atching C
ontribution C

ertificates. 
C

ertificates can be used only to provide for 
the paym

ent of dow
npaym

ent and closing 
costs. (Sec. 123)

M
atching certificates can be used only to 

purchase a residence for w
hich the obligation 

incurred under the m
ortgage, the am

ounts 
received from

 the certificates apd the am
ount 

secured by any subordinated H
en does not 

exceed 95 percent of the purchase price or 
the appraised value w

hichever is less. (Sec. 
123 (c))

C
ertificates have a 7 year redem

ption period 
(Sec. 124) 

C
ertificates are reduced if 

redeem
ed before the 3-year period is 

com
pleted. 

(Sec. 124(c)).



T
he contribution certificate becom

es a lien on 
the property subordinate only to the prim

ary 
m

ortgage. 
T

he m
atching contribution is to 

be repaid in m
onthly installm

ents.

E
ligible buyers m

ust establish a H
O

M
E

 
savings certificate account before Septem

ber 
30, 1991. (Sec. 132)

6. Second M
ortgages 

for F
irst-T

im
e 

H
om

ebuyers
N

o sim
ilar provision.

O
verall. 

Secretary m
ay m

ake grants to local 
governm

ents and nonprofit 
organizations for hom

e ow
nership counseling 

and second m
ortgages. (Sec. 

141)

Second M
ortgage E

ligibility. 
T

hese are 
deferred paym

ent loans w
hich are secured by 

a second m
ortgage for first-tim

e hom
ebuyers. 

the loans can no exceed 30 percent of the 
acquisition price of the residence and 
repaym

ent m
ust begin w

ithin 5 years of the 
hom

ebuyer acquiring the residence. 
T

he 
local governm

ent or nonprofit organization 
w

ill establish an interest rate of not less 
than 4%

 and not m
ore than m

arket rate. 
T

he loan m
ust be repaid w

ithin 15 years.

E
ligible recipients m

ust have incom
e of 80%

 
and below

 area m
edian incom

e. (Sec. 142 (d))

7. 
E

nergy
E

fficiency
R

equires the S
ecretary of H

U
D

 and E
nergy 

w
ithin 2 years of passage of the N

ational 
A

ffordable H
ousing A

ct to prom
ulgate a 

uniform
 plan to m

ake housing m
ore

G
ives the Secretary the authority to com

pare 
state and local building codes w

ith m
odel 

building codes or m
odel energy codes w

ith 
m

odel building codes or m
odel energy codes

8



8. D
isp

osition
 of

F
oreclosed

P
roperties

affordable through m
ortgage financing 

incentives for energy efficiency. (Sec. 205(1))

R
equires the S

ecretary of H
U

D
 to form

 a 
task force to m

ake recom
m

endations on 
financing energy efficiency in private 
m

ortgages. (Sec. 205(2))

H
U

D
 m

ust subm
it a report to C

ongress 
w

ithin 60 days of the enactm
ent of the 

N
ational A

ffordable H
ousing A

ct, containing 
strategies and action plans to assist in the 
disposition of H

U
D

 foreclosed properties. 
Special em

phasis m
ust be placed on 

properties w
ithin the H

U
D

 inventory for over 
1 year. 

(Sec. 206)

T
he report m

ust contain m
echanism

s for 
local governm

ents, nonprofits, housing finance 
authorities and com

m
unity housing 

developm
ent organizations to w

ork w
ith 

fam
ilies to purchase hom

es. 
T

he report m
ust 

also include m
ethods for: evaluating the 

rehabilitation costs of properties; involving 
non-federal entities in the sale and 
rehabilitation of the properties; and w

ays to 
m

ake the older stock readily available.(Sec. 
206 (b))

to determ
ine w

hich code achieves the 
greatest energy efficiency and is cost- 
effective. (Sec. 743)

R
equires the S

ecretary to im
plem

ent 
regulations on energy efficiency standards 
w

ithin 1 year of enactm
ent of the H

ousing 
and C

om
m

unity D
evelopm

ent A
ct 

of 1990. 
(Sec. 743 (b))

D
isapproves H

U
D

 regulation entitled 
"D

isposition of H
U

D
-A

cquired Single F
am

ily 
P

roperty published in the F
ederal R

egister on 
January 11, 1990. 

Prohibits the S
ecretary 

from
 publishing a final rule based on this 

provision.

T
he report m

ust also include proposals for 
very-low

, low
 and m

oderate incom
e fam

ilies



w
ho 

the assistance non-federal entities m
ay 

provide to foster purchase.

9. A
ctu

arial 
S

ou
n

d
n

ess of th
e 

F
H

A
 P

rogram
R

equires the Secretary to ensure w
ithin 18 

m
onths of enactm

ent of the N
ational 

A
ffordable H

ousing A
ct th

at the M
M

I fund 
attain and m

aintain a capital ratio of at 
least 1.25%

. 
If the S

ecretary determ
ines 

th
at the capital ratio is below

 1.25%
, the 

S
ecretary m

ust report at least annual to the 
C

ongress on the financial status of the M
M

I 
fund and advise C

ongress of any 
adm

inistrative m
easures being taken and any 

legislative recom
m

endations 
to attain and 

m
aintain the m

inim
um

 capital ratio. (Sec. 
207)

T
he S

ecretary shall endeavor to ensure that 
the M

M
I fund attains and m

aintains a 
capital ratio of at least 2%

. 
B

eginning 3 
years after the enactm

ent of this section, the 
S

ecretary m
ust annually report to C

ongress 
on the financial status of the M

M
I fund and 

efforts to attain the 2%
 capital ratio. (Sec. 

207)

T
he S

ecretary m
ust annually conduct an

independent actuarial study of the M
M

I
fund. 

If the study finds the M
M

I fund is
not:
1) m

aintaining an adequate capital ratio

R
equires the Secretary to ensure th

at the 
M

M
I fund attains a capital ratio of not less 

than 1.25%
 w

ithin 2 years after the 
enactm

ent of this subsection. 
(Sec. 738)

T
he S

ecretary m
ust ensure th

at the M
M

I 
fund attains and m

aintains at least a 2%
 

capital ratio w
ithin 10 years of the 

enactm
ent of this subsection. 

(Sec. 738)

S
im

ilar provision. 
If the study finds the 

M
M

I fund is not:
1) m

aintaining an adequate capital ratio;
2) m

eeting the needs of hom
ebuyers w

ith low
 

dow
npaym

ents and first-tim
e hom

ebuyers by 
providing access to m

ortgage credit; and

10



2) m
eeting the needs of first-tim

e 
hom

ebuyers by providing access to m
ortgage 

credit;
3) avoiding the problem

s of adverse selection 
by establishing prem

ium
s related to the 

probability of hom
eow

ner default; and
4) Tnjrm

niziTi 
the risk to the fund and to

hom
eow

ners from
 hom

eow
ner default; the 

S
ecretary m

ay propose and im
plem

ent any 
adjustm

ent to the insurance prem
ium

s or 
any other program

 requirem
ents established 

by the S
ecretary to achieve the 4 principals 

stated above. A
s soon as the S

ecretary 
determ

ines th
at a prem

ium
 or other change 

is appropriate or other change is appropriate, 
the S

ecretary m
ust notify C

ongress of the 
proposed change and the reasons for it. 
P

rem
ium

 changes can not take effect earlier 
than 90 days follow

ing the notification, 
unless C

ongress acts during such tim
e to 

prevent the change. (Sec. 207)

R
isk-B

ased Prem
ium

. 
S

ecretary m
ay require 

an additional periodic prem
ium

 on m
ortgages 

insured in the M
M

I fund to be consistent 
w

ith sound actuarial practice and taking into 
account high LTV

s. 
Such a determ

ination 
m

ust be in accordance w
ith findings of the 

annual actuarial study of the M
M

I fund. 
T

he additional prem
ium

 m
ay not exceed .5%

 
per year and m

ay be required for up to 15 
years on m

ortgages w
ith LTV

s greater than 
95%

; for up to 10 years on LTV
s betw

een 
93%

 and 95%
; up to 4 years on m

ortgages 
w

ith L
T

V
s betw

een 90%
 and 93%

. 
T

he 
S

ecretary has the authority to establish a 
prem

ium
 higher than these rates if necessary

3) m
inim

izing the risk to the F
und and to 

hom
eow

ners from
 hom

eow
ner default; the 

S
ecretary m

ay not issue distribution and 
m

ay, by regulation, propose and im
plem

ent 
any adjustm

ents to the insurance prem
ium

s 
or any other program

 requirem
ents 

established by the S
ecretary necessary to 

achieve such goals. (N
otice to C

ongress 
requirem

ents are the sam
e) (Sec. 738)

N
o risk based prem

ium
. 

T
he S

ecretary m
ay 

require paym
ent on all m

ortgages that are 
obligations of the M

M
I fund an additional 

prem
ium

 charged on a periodic basis to be 
consistent w

ith sound actuarial practice. 
T

he 
determ

ination to charge a periodic prem
ium

 
m

ust be in accordance w
ith tne findings of 

the annual actuarial study of the M
M

I fund. 
T

he additional prem
ium

 m
ay not exceed .5%

 
per year. (Sec. 739)

M
ortgage Insurance Prem

ium
. 

T
he Secretary 

can not refund m
ore than 50%

 of the 
unearned prem

ium
 upon prepaym

ent of the 
principal obligation insured after the effective 
date of this act. (Sec. 734(aX

2X
A

))

11



to achieve actuarial soundness. 
T

he 
Secretary can not require an additional 
prem

ium
 w

here the L
T

V
 is less than 90%

. 
T

he prem
ium

 charges can not be included in 
the determ

ination of the initial L
T

V
 ratio of 

the m
ortgage. 

(Sec. 208)

M
ortgagor E

quity. 
N

o FH
A

 m
ortgage can 

exceed 98%
 of the appraised value of the 

property if the m
ortgage is $50,000 or less or 

97%
 if the m

ortgage is in excess of $50,000 
plus the am

ount of the m
ortgage insurance 

prem
ium

 paid at the tim
e the m

ortgage is 
insured. 

(Sec. 209)

D
istributive S

hares. 
T

he S
ecretary is 

required to take into account the actuarial 
status of the entire M

M
I fund in determ

ining 
w

hether there is a surplus for distribution to 
m

ortgagors. (Sec. 210)

T
he S

ecretary m
ust establish and collect at 

the tim
e of insurance, a prem

ium
 paym

ent of 
1.35%

 on the original insured m
ortgage 

w
hich m

ay be financed as part of the 
m

ortgage loan. 
T

he Secretary m
ust collect a 

periodic prem
ium

 paym
ent of .6%

 of the 
rem

aining insured principal balance and 
m

ust refund any portion of the periodic 
prem

ium
 in the case of prepaym

ent of the 
m

ortgage. 
(Sec.734(aX

B
X

ii))

T
he changes to the prem

ium
 structure w

ill
take effect on O

ctober 1, 1995. 
M

ortgages
originated in fiscal years 1991-1996 w

ill be
payable as follow

s:
1991-'92 - 3.75%

 up front and .24%
 in

periodic paym
ents;

1993-'95 -
 2.15%

 up front and .48%
 in

periodic paym
ents;

1996 - 1.35%
 up front and .60%

 in periodic
paym

ents. 
(Sec. 734(bX

D
)

G
enerally, the S

ecretary can not refund m
ore 

than 50%
 of the unearned prem

ium
 upon 

prepaym
ent of a m

ortgage that w
as insured 

at any tim
e prior to O

ctober V
4995. (Sec. 

734 (bX
2X

A
)) 

T
he Secretary is prohibited 

from
 refunding 1.35%

 of the prem
ium

 paid at 
the tim

e of the m
ortgage origination for 

m
ortgages issued during fiscal years 1991- 

1995. 
In addition, the Secretary can not 

refund m
ore than 50%

 of any unearned 
prem

ium
 in excess of the 1.35%

 for 
m

ortgages originated in fiscal years 1991- 
1995. (Sec. 734(bX

2X
B

))

12



N
o sim

ilar provision.

N
o sim

ilar provision.

N
o sim

ilar provision.

M
ortgagor E

quity. 
B

eginning on O
ctober 1, 

1992, in no case m
ay the insured m

ortgage 
(including initial service charges, appraisal, 
inspection, m

ortgage insurance prem
ium

s, 
and other fees as the Secretary approves) 
exceed the appraised value of the property. 
(Sec. 732(bX

D
)

D
istributive S

hares. 
Sam

e as S
enate 

provision.

D
isclosure of Interest D

ue on M
ortgage 

P
repaym

ent. 
E

ach m
ortgagee or servicer of 

a m
ortgage under Section 203 of the 

N
ational H

ousing A
ct m

ust at least annually 
provide each m

ortgagor w
ritten notice of the 

outstanding am
ount for prepaym

ent of the 
m

ortgage and describing any requirem
ent the 

m
ortgagor m

ust fulfill to prevent the accrual 
of any interest on the principal am

ount after 
the date of any prepaym

ent. 
(Sec. 735 (a))

13
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N
o sim

ilar provision.

E
ach m

ortgagee or servicer of a m
ortgage 

under the Section 203 of the N
ational 

H
ousing A

ct at or before closing provide the 
m

ortgagor w
ith w

ritten notice describing any 
requirem

ents the m
ortgagor m

ust fulfill upon 
prepaym

ent of the principal am
ount of the 

m
ortgage to prevent the accrual of any 

interest on the principal am
ount after 

prepaym
ent 

T
he S

ecretary m
ust prescribe 

through regulation the w
ritten notice th

at 
m

ortgagees or servicers m
ust provide to 

m
ortgagors w

ithin 90 days of enactm
ent of 

this A
ct. 

(Sec. 735(a))

T
hese requirem

ents w
ill apply to any insured 

m
ortgage outstanding upon the expiration of 

the 90 day period beginning upon the 
issuance of final regulations and to any 
m

ortgage insured after such date. 
(Sec. 

735(b))

P
rohibition on B

asing M
ortgage C

osts and 
Interest on A

m
ount of L

oan. 
N

o m
ortgagee

16



N
o sim

ilar provision.

m
ay m

ake or hold m
ortgages insured under 

this section if the custom
ary lending 

practices of such m
ortgagee as determ

ined by 
the Secretary, provide for variations in 
interest rate, level of discount points, loan 
origination fee, or any other am

ount charged 
to a m

ortgagor w
ith respect to a m

ortgage on 
the basis of the initial principal am

ount of 
the insured loan m

ade by such m
ortgagee. 

(Sec. 737(a))

E
xam

ination of M
ortgagees. 

In exam
ining 

any m
ortgagee approved by the S

ecretary 
pursuant to this A

ct, the S
ecretary m

ust 
assess the perform

ance of the m
ortgagee in 

m
eeting the lending needs of the com

m
unity 

in w
hich it does business w

ith respect to 
residential housing lending (including 
neighborhoods of predom

inantly low
 and 

m
oderate incom

e fam
ilies), the consistency of 

the lending program
s of the m

ortgagee w
ith 

safe and sound lending practices and the 
record of defaults on insured m

ortgage loans 
originated and serviced by the m

ortgagee. 
T

he S
ecretary m

ust consider this inform
ation 

in determ
ining w

hether to perm
it the 

m
ortgagee to continue in its approved status 

and to other w
ise participate in program

s 
involving m

ortgage insurance adm
inistered by 

the Secretary. 
If any exam

ination of an 
approved m

ortgagee discloses th
at the 

m
ortgagee has failed to m

eet the lending 
needs of the com

m
unity served by the 

m
ortgagee w

ith respect to residential housing 
lending, the S

ecretary m
ay require th

at the 
m

ortgagee develop and subm
it a plan for 

rem
edying such deficiencies. 

T
he plan m

ust

17



be filed w
ith the S

ecretary and the S
ecretary 

m
ust publish it in the F

ederal R
egister. 

T
he 

m
ortgagee m

ust publish the plan in at least 
one new

spaper of general circulation in each 
com

m
unity in w

hich the approved m
ortgagee 

engages in the solicitation, origination, or 
servicing of residential m

ortgage loans. 
T

he 
S

ecretary m
ust provide for a 60-day public 

com
m

ent period on the adequacy of the plan. 
If the S

ecretary approves the plan, the 
m

ortgagee m
ust be considered a m

ortgagee 
approved for participation in the m

ortgage 
insurance program

s. 
If any approve 

m
ortgagee fails to com

ply w
ith the provisions 

of any approved plan, the S
ecretary m

ay 
w

ithdraw
 the approval of the m

ortgagee for 
participation in the m

ortgage insurance 
program

s or lim
it the participation and m

aya 
prohibit the m

ortgagee from
 engaging in any 

direct endorsem
ent or sim

ilar program
. 

W
ithin 90 days of the passage of the A

ct, the 
S

ecretary m
ust prom

ulgate regulations to 
establish a procedure to allow

 for persons to 
file a request for an exam

ination of the 
extent to w

hich an approved m
ortgagee is 

m
eeting the lending needs of the com

m
unity 

w
ith respect to residential hojpm

g lending. 
T

he regulations m
ust provide an expedited 

procedure to allow
 for anyone to obtain a 

w
ritten report of the results of any requested 

exam
ination, or of the results of any other 

exam
ination of an approved m

ortgagee by the 
Secretary. 

T
he Secretary m

ust subm
it at 

least annually a report regarding any actions 
taken to carry out this section. 

T
he report 

m
ust include a list of all requests filed for

18



N
o sim

ilar provision.

N
o sim

ilar provision.

N
o sim

ilar provision.

exam
ination of approved m

ortgagees. (Sec. 
737)

C
ounseling for D

elinquent M
ortgagors. 

R
equires the S

ecretary to use the M
M

I fund 
to provide counseling directly or through 
third parties to delinquent m

ortgagors 
insured by the Section 203 program

. (Sec. 
740)

Insurance of M
ortgages on P

roperty in V
irgin 

Islands. 
A

dds the V
irgin Islands to the 

areas of super high cost areas in w
hich the 

S
ecretary has the authority to provide 

m
ortgage lim

its above the current high cost 
area ceiling. (Sec. 741)

R
eports on E

arly defaults and Foreclosures 
on Insured M

ortgages. 
T

he Secretary m
ust 

provide to the public a quarterly report 
entitled "FH

A
 D

efault R
eport". 

T
he report 

m
ust be published w

ithin 30 days of the 
conclusion of the calendar quarter relating to 
each period. 

T
he first report m

ust cover the 
first quarter ending after the expiration of 
the 6 m

onth period beginning on the 
enactm

ent of this A
ct.

T
he report m

ust contain for each m
ortgagee 

originating m
ortgages during the reporting 

period 1) the nam
e of the lender and the 

num
ber of each designated census tract in 

w
hich the lender originated 1 or m

ore 
m

ortgages during the reporting period; 2) the 
num

ber of m
ortgages originated by a 

m
ortgagee in each census tract during the 

reporting period and during the year; 3) the

19
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*

N
o sim

ilar provision.

num
ber of defaults and foreclosures on each 

m
ortgage in the census tract of operation (or 

"designated census tract") for the quarter and 
for the year; 4) a census tract breakdow

n on 
the percentage of each lender's total insured 
m

ortgages originated during each year of the 
applicable reporting period on w

hich defaults 
or foreclosures have occurred during the 
applicable reporting period; 5) the total of all 
originations, defaults and foreclosures on 
insured m

ortgages originated by the lender 
during the quarter for all designated census 
tracts and the percentage of the total num

ber 
of the lender's insured m

ortgage originations 
on w

hich defaults or foreclosures have 
occurred during the applicable reporting 
period; 6) the total num

ber of insured 
m

ortgages originated by the lender secured 
by properties not located in a designated 
census tract and the total num

ber-of defaults 
and foreclosures on these m

ortgages and the 
percentage of these m

ortgages originated on 
w

hich defaults or foreclosures occurred 
during the applicable reporting period; 7) for 
each designated census tract, the total 
num

ber of m
ortgages originated during the 

applicable reporting period ttj^fc^are insured 
pursuant to section 203, the num

ber of 
defaults and foreclosures occurring on such 
m

ortgages during such period, and the 
percentage of the total insured m

ortgage 
originations during the period on w

hich 
defaults or foreclosures occurred. (Sec. 744)

A
ppraisal Services. 

A
ny direct endorsem

ent 
m

ortgagee for the single fam
ily program

 m
ay 

contract w
ith an appraiser chosen at his/her

20



N
o sim

ilar provision.

N
o sim

ilar provision.

discretion to perform
 appraisals for 

m
ortgages insured by the m

ortgagee. 
Such 

appraisers m
ay include appraisal com

panies 
organized as corporations, partnerships or 
sole proprietorships. 

T
he S

ecretary w
ill 

establish the qualifications for appraisers. 
T

he appraisers m
ay utilize the assistance of 

others. 
T

he individual responsible for the 
appraisal shall personally approve and sign 
any appraisal report.

A
ny individual w

ho is an em
ployee of an 

appraisal com
pany and w

ho m
eets the 

qualifications or standards for appraisers and 
inclusion on appraiser fee panels established 
by the Secretary, shall be eligible for 
assignm

ent to conduct appraisals for 
m

ortgages under this title in the sam
e 

m
anner and on the sam

e basis as other 
approved appraisers. 

(Sec. 746) 
-

Increase in L
oan L

im
its for P

roperty 
Im

provem
ent L

oan Insurance. 
Increases to 

$30,000 the loans that m
ay be insured for 

financing alterations, repairs, and 
im

provem
ents upon or in connection w

ith 
existing single-fam

ily structures?* A
llow

s for 
the S

ecretary to have the"discretion to 
provide for high cost area adjustm

ents for 
property im

provem
ent loans.

A
llow

s for loan term
s of 20 years and 32 

days for single fam
ily im

provem
ent loans. 

(Sec. 747)

L
im

itation on G
N

M
A

 G
uarantees of M

B
S. 

G
N

M
A

 m
ust not enter into com

m
itm

ents to

21



N
o sim

ilar provision.

N
o sim

ilar provision.

issue guarantees above $81,713,500,000 
during fiscal year 1990 and $84,982,040,000 
during fiscal year 1991. 

C
onversely, in FY

 
1988 G

N
M

A
 could issue com

m
itm

ents to 
guarantee up to $150,000,000,000 and 
$156,000,000,000 for FY

 1989. (Sec. 749)

Section 235 Program
. 

E
xtends the assistance 

paym
ent authority, insurance authority and 

housing stim
ulus authority of the Section 235 

program
 through Septem

ber 30, 1991. (Sec. 
751)

Servicing of M
ortgage L

oans and 
A

dm
inistration of E

scrow
 A

ccounts. 
A

ny 
person m

aking a federally related m
ortgage 

loan m
ust disclose to each applicant for any 

such loan, at the tim
e of application for the 

loan: 1) w
hether the servicing for the loan 

m
ay be assigned, sold or transferred to any 

person w
hile the loan is outstanding; 2) for 

the m
ost recent 3 years com

pleted, the 
percentage to the nearest 10%

 of loans m
ade 

by such person for w
hich the servicing has 

been assigned, sold, or transferred except 
during the first year after the passage of the 
A

ct, the inform
ation m

ay be fopeonly the 
m

ost recent year com
pleted and for any loan 

application during the 2nd year after the 
enactm

ent of this A
ct, the disclosure need 

only be for the m
ost recent 2 calendar years. 

(L
oans assigned, or transferred to an affiliate 

or subsidiary are not to be included.); 3) that 
the person originating the loan has the 
capacity to service loans and the best 
estim

ate (0-25%
; 26-50%

; 51-75%
; 76-100%

) of 
all loans m

ade by the person for w
hich the

22



servicing w
ill be assigned, sold, or 

transferred (excluding servicing assigned, 
sold, or transferred to an affiliate or 
subsidiary) during the 12-m

onth period 
beginning upon the origination. 

T
he 

Secretary m
ust develop a m

odel disclosure 
statem

ent and a w
ritten statem

ent to be 
signed by the applicant w

ithin 90 days of the 
passage of the A

ct th
at notifies the applicant 

that the best available estim
ate is a 

prediction, subject to change, and applies to 
all of the loan originations m

ade by the 
lender and not the particular loan of the 
individual applicant; and 4) if the person 
w

ho m
akes the loan does not engage in the 

servicing of any federally related m
ortgages 

that there is a present intent to assign, sell, 
or transfer the servicing of such loans to 
another.

w
*

E
ach servicer of any federally related 

m
ortgage loan shall notify the borrow

er in 
w

riting of any assignm
ent, sale or transfer of 

the servicing of the loan to another person. 
G

enerally the notice m
ust be m

ade to the 
borrow

er w
ithin 15 days of the date of 

transfer of servicing of the m
ortgage. 

T
he 

notice required m
ust be nTade w

ithin 30 days 
after the assignm

ent, sale or transfer of the 
servicing in any case in w

hich the 
assignm

ent, sale or servicing is preceded by 
term

ination of the contract for servicing the 
loan for cause; com

m
encem

ent of bankruptcy 
proceeding for the servicer or com

m
encem

ent 
of proceeding by the FD

IC
 or the E

T
C

 for 
conservator-ship or receivership of the servicer 
or an entity by w

hich the servicer is ow
ned

23



or controlled. 
T

he 15 day rule w
ill also be 

w
aived if the originator provides a w

ritten 
notice at settlem

ent of the transfer. 
T

he 
w

ritten notice m
ust include: the effective 

date of transfer of the servicing; the nam
e, 

address, and toll-free or collect call num
ber 

of the transferee servicer; a toll-free or collect 
call num

ber for an individual em
ployed by 

the transferor servicer, that can be contacted 
by the borrow

er to answ
er transferring 

inquiries.

M
ortgagees or servicers m

ust notify the 
borrow

er of the date in w
hich the transferor 

servicer w
ill cease to accept paym

ents 
relating the loan and the date on w

hich the 
transferee servicer sill begin to accept the 
paym

ents.

Servicers m
ust provide any inform

ation 
concerning the effect the transfer m

ay have 
on the term

s of or the continued availability 
of m

ortgage life or disability insurance or 
any other type of optional insurance and 
w

hat action, if any, the borrow
er m

ust take 
to m

aintain coverage.
f
f
Y

*

Servicers m
ust provide a statem

ent that the 
assignm

ent, sale or transfer of the servicing 
of the m

ortgage does not affect any term
 or 

condition of the security instrum
ents other 

than item
s directly related to the servicing of 

the loan.

G
enerally, each transferee servicer to w

hom
 

the servicing of any federally related 
m

ortgage is assigned, sold, or transferred

24



m
ust notify the borrow

er of the action w
ithin 

15 days after the effective date of transfer. 
T

he transferee has up to 30 days w
here the 

transfer is preceded by term
ination of the 

contract for servicing the loan for cause; the 
com

m
encem

ent of proceeding for bankruptcy 
of the servicer or the com

m
encem

ent of 
proceedings by the FD

IC
 or E

T
C

 for 
conservatorship or receivership of the servicer 
or an entity by w

hich the servicer is ow
ned 

or controlled 
T

he tim
e disclosure 

requirem
ents (15 or 30 days) w

ill not apply if 
w

ritten notice is provided at settlem
ent.

D
uring the 60 days beginning on the 

effective date of transfer of the servicing of 
any federally related m

ortgage, a late fee 
m

ay not be im
posed on the borrow

er and no 
paym

ent m
ay be treated as late if the 

paym
ent is received by the transferor 

servicer before the due date applicable to 
such paym

ent.

If any servicer of a federally related 
m

ortgage loan receives a qualified w
ritten 

request from
 the borrow

er for inform
ation 

relating to the servicing of supk'loan, the 
servicer m

ust provide a w
ritten response 

acknow
ledging receipt of the correspondence 

w
ithin 20 days unless the action requested is 

taken w
ithin such period. 

A
 qualified 

w
ritten request m

ust be a w
ritten 

correspondence other than notice on a 
paym

ent coupon or other paym
ent m

edium
 

supplied by the servicer that includes or 
otherw

ise enables the servicer to identify the 
nam

e and account of the borrow
er; and

25



includes a statem
ent of the reasons for the 

belief of the borrow
er, to the extent 

applicable th
at the account is in error or 

provides sufficient detail to the servicer 
regarding other inform

ation sought by the 
borrow

er. 
W

ithin 60 days of receiving the 
qualified w

ritten request, the servicer m
ust 

m
ake appropriate corrections in the account 

of the borrow
er, including crediting late 

charges or penalties and after com
pleting an 

investigation, transm
itting to the borrow

er a 
w

ritten notification of the correction; provide 
borrow

er w
ith a w

ritten explanation or 
clarification th

at includes reasons for w
hich 

the servicer believes the account of the 
borrow

er is correct, the nam
e and telephone 

num
ber of an individual w

ho can provide 
assistance to the borrow

er. 
In the 

alternative, the servicer can provide a 
w

ritten explanation or clarification* that 
includes inform

ation requested by the 
borrow

er or an explanation of w
hy the 

inform
ation requested is unavailable or 

cannot be obtained by the servicer and the 
telephone num

ber of an individual or office 
or departm

ent of the servicer w
ho can 

provide assistance to the borrow
er.

D
uring the 60 day period beginning on the 

date of the servicer*s receipt from
 any 

borrow
er of a qualified w

ritten request a 
servicer m

ay not provide inform
ation 

regarding any overdue paym
ent ow

ed to any 
credit agency.

N
oncom

pliance w
ith these provisions can 

result in actual dam
ages to the borrow

er

26



N
o sim

ilar provision.

plus additional dam
ages up to $1,000. 

T
he 

sam
e dam

ages are available for the entire 
class in the case of a class action suit. 

N
o 

class action m
ay exceed the lesser of 

$500,000 or 1%
 net w

orth of the servicer. 
T

he court m
ay aw

ard attorney's fees. 
Servicer is not liable (transferor or 
transferee) if w

ithin 60 days after discovering 
an error and before the com

m
encem

ent of an 
action the servicer notifies the concerned 
party of the error and m

akes the necessary 
adjustm

ents in the appropriate account to 
ensure th

at the person w
ill not be required 

to pay an excess am
ount.

T
his section preem

pts state law
s. 

(Sec. 764)

M
ortgage E

scrow
 A

ccounts. 
If a borrow

er is 
required to m

ake paym
ents to the servicer of 

the loan for deposit into an escrow
 account 

for taxes, insurance prem
ium

s and other 
charges the servicer shall notify the borrow

er 
at least annually of any shortage of funds in 
the escrow

 account.

Servicers establishing an escrow
 account 

m
ust provide to a borrow

er ab
atem

en
t 

item
izing the estim

ated taxes, insurance 
prem

ium
s, and other anticipated charges to 

be paid rom
 the account during the first year 

after the establishm
ent and the anticipated 

dates of the paym
ents. 

S
tatem

ent m
ust be 

subm
itted to the borrow

er at closing or not 
later than 45 days on the date of the 
establishm

ent of the escrow
 account.

27



N
o sim

ilar provision.

E
scrow

 statem
ents can be incorporated into 

the uniform
 settlem

ent statem
ent. 

Secretary 
m

ust issue regulations w
ithin 90 days of the 

enactm
ent of this A

ct prescribing any 
changes necessary to the uniform

 settlem
ent 

statem
ent that specify how

 this statem
ent 

w
ill be incorporated.

A
ny servicer establishing an escrow

 account 
m

ust subm
it to the borrow

er at least 
annually a statem

ent item
izing the 

borrow
er's current m

onthly paym
ent, the 

portion of the m
onthly paym

ent being placed 
in the escrow

 account, the total am
ount paid 

hi to the account, the total am
ount paid out 

of the escrow
 account during the period for 

taxes, insurance prem
ium

s, and other charges 
and the balance in the account at the end of 
the period.

E
ach failure to subm

it a statem
ent to the 

borrow
er w

ill result in a $50 fine but no 
lenders total penalties can exceed $100,000. 
If the failure to notify is an intentional 
disregard, the penalty im

posed shall be $100 
and the $100,000 penalty w

ill not apply. 
(Sec. 765)

N
ational Institute of B

uilding Sciences. 
T

he 
N

ational Institute of B
uilding Sciences is 

appropriated $512,000 in fiscal year 1991 and 
$512,000 in fiscal year 1992. (Sec. 767)
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10. S
en

se of th
e 

Sense of the S
enate th

at ow
ners of IR

A
 

N
o sim

ilar provision. 
S

en
ate R

egard
in

g 
accounts should be allow

ed to w
ithdraw

 from
 

IR
A

s for F
irst-tim

e 
their IR

A
s for a first-tim

e hom
e purchase 

H
om

ebuyers 
w

ithout incurring a penalty and appropriate
changes in law

 should be considered as part
of tax legislation in the next session of
C

ongress. (Sec. 211)
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