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U.S. GOVERNMENT
INFORMATION

GPO

In the Senate of the United States,
July 11, 2008.

Resolved, That on June 25, 2008, the Senate concurs in
the House amendment, striking section 1 through title V and
inserting certain language, to the Senate amendment to the
bill (H.R. 3221) entitled “An Act moving the United States
toward greater energy independence and security, developing
imnovative new technologies, reducing carbon emissions, cre-
ating green jobs, protecting consumers, increasing clean re-
newable energy production, and modernizing our energy in-
frastructure, and to amend the Internal Revenue Code of
1986 to provide tax incentives for the production of renew-

able energy and energy conservation.”, with an amendment

SENATE AMENDMENT TO HOUSE AMENDMENTS TO
SENATE AMENDMENT:

In lieu of the matter proposed to be inserted, insert

the following:
1 SECTION 1. SHORT TITLE; TABLE OF CONTENTS.
2 (a) SHORT TIirLE—This Act may be cited as the

3 “Housing and Economic Recovery Act of 2008,
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DIVISION A—HOUSING FINANCE
REFORM

SEC. 1001. SHORT TITLE.

This division may be cited as the “Federal Housing
Finance Regulatory Reform Act of 2008”.

SEC. 1002. DEFINITIONS.

(a) FEDERAL SAFETY AND SOUNDNESS AcT DEFINI-
TIONS.—Section 1303 of the Federal Housing Enterprises
Financial Safety and Soundness Act of 1992 (12 U.S.C.
4502) 1is amended—

(1) wn each of paragraphs (8), (9), (10), and

(19), by striking “Secretary” each place that term ap-

pears and inserting “Director”;

(2) by redesignating paragraphs (16) through

(19) as paragraphs (21) through (24), respectively;
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(3) by striking paragraphs (13) through (15)
and inserting the following:

“(19) OFFICE OF FINANCE.—The term ‘Office of
Finance’ means the Office of Finance of the Federal
Home Loan Bank System (or any successor thereto).

“(20) REGULATED ENTITY.—The term ‘requlated
entity’ means—

“(A) the Federal National Mortgage Asso-
ciation and any affiliate thereof:

“(B) the Federal Home Loan Mortgage Cor-
poration and any affiliate thereof: and

“(C) any Federal Home Loan Bank.”;

(4) by redesignating paragraphs (11) and (12)
as paragraphs (17) and (18), respectively;

(5) by redesignating paragraph (7) as para-
graph (12);

(6) by redesignating paragraphs (8) through (10)
as paragraphs (14) through (16), respectively;

(7) in paragraph (5)—

(A) by striking “(5)” and inserting “(9)”;
and

(B) by striking “Office of Federal Housing
Enterprise Oversight of the Department of Hous-
g and Urban Development” and inserting

“Federal Housing Finance Agency’;

*HR 3221 EAS
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(8) by redesignating paragraph (6) as para-
graph (10);

(9) by redesignating paragraphs (2) through (4)
as paragraphs (5) through (7), respectively;

(10) by inserting after paragraph (7), as redesig-
nated, the following:

“(8) DEFAULT; IN DANGER OF DEFAULT.—

“(A4) DErAULT—The term ‘default’ means,
with respect to a requlated entity, any adjudica-
tiwon or other official determination by any court
of competent jurisdiction, or the Agency, pursu-
ant to which a conservator, recewver, limited-life
requlated entity, or legal custodian 1s appointed
Jor a requlated entity.

“(B) IN DANGER OF DEFAULT—The term
“n danger of default’ means a regulated entity
with respect to which, wn the opinion of the
Agency—

“(1) the regulated entity 1s not likely to
be able to pay the obligations of the regu-
lated entity in the normal course of busi-
ness; or

“(11) the regulated entity—

*HR 3221 EAS
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“(I) has ncurred or s likely to
meur losses that will deplete all or sub-
stantially all of its capital; and

“(II) there 1is no reasonable pros-
pect that the capital of the regulated
entity will be replenished.”;

(11) by inserting after paragraph (1) the fol-
lowing:

“(2) AGENCY.—~—The term ‘Agency’ means the
Federal Housing Finance Agency established under
section 1311.

“(3) AUTHORIZING STATUTES.—The term ‘au-
thorizing statutes’ means—

“(A) the Federal National Mortgage Asso-
ciation Charter Act;

“(B) the Federal Home Loan Mortgage Cor-
poration Act; and

“(C) the Federal Home Loan Bank Act.

“(4) BoARD.—The term ‘Board” means the Fed-
eral Housing Finance Oversight Board established
under section 1313A.7;

(12) by inserting after paragraph (10), as redes-
wgnated by this section, the following:

“(11) ENTITY-AFFILIATED PARTY.—The term

‘entity-affiliated party’ means—

*HR 3221 EAS
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“(A) any dvrector, officer, employee, or con-
trolling stockholder of, or agent for, a requlated
entity;

“(B) any shareholder, affiliate, consultant,
or joint venture partner of a regulated entity,
and any other person, as determined by the Di-
rector (by requlation or on a case-by-case basis)
that participates in the conduct of the affairs of
a requlated entity, provided that a member of a
Federal Home Loan Bank shall not be deemed to
have participated in the affairrs of that Bank
solely by virtue of being a shareholder of, and ob-
taining advances from, that Bank;

“(C) any independent contractor for a regu-
lated entity (including any attorney, appraiser,
or accountant), if—

“(1) the independent contractor know-
mgly or recklessly participates in—
“() any violation of any law or
requlation;
“(II) any breach of fiduciary
duty; or
“(II1) any wunsafe or unsound

practice; and

*HR 3221 EAS
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“(11) such violation, breach, or practice

caused, or s likely to cause, more than a

manimal financial loss to, or a significant

adverse effect on, the requlated entity;

“(D) any not-for-profit corporation that re-
cetves its principal funding, on an ongoing
basis, from any regulated entity; and

“(E) the Office of Finance.”;

(13) by inserting after paragraph (12), as redes-
wynated by thas section, the following:

“(13) LIMITED-LIFE REGULATED ENTITY.—The
term ‘limited-life requlated entity’ means an entity
established by the Agency under section 1367(1) with
respect to a Federal Home Loan Bank in default or
m danger of default or with respect to an enterprise
e default or in danger of default.”; and

(14) by adding at the end the following:

“(25) VIOLATION.—The term ‘violation’ includes
any action (alone or in combination with another or
others) for or toward causing, bringing about, partici-
pating in, counseling, or aiding or abetting a viola-
tion.”.

(b) REFERENCES IN THIS AcT.—As used in this Act,

24 unless otherwise specified—

*HR 3221 EAS
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(1) the term “Agency” means the Federal Hous-

g Finance Agency;

(2) the term “Director” means the Director of the

Agency; and

(3) the terms “enterprise”, “‘requlated entity”,
and “authorizing statutes” have the same meanings
as i section 1303 of the Federal Housing Enterprises

Financial Safety and Soundness Act of 1992, as

amended by this Act.

TITLE I—REFORM OF
REGULATION OF ENTERPRISES
Subtitle A—Improvement of Safety

and Soundness Supervision
SEC. 1101. ESTABLISHMENT OF THE FEDERAL HOUSING FI-
NANCE AGENCY.

The Federal Housing Enterprises Financial Safety
and Soundness Act of 1992 (12 U.S.C. 4501 et seq.) 1s
amended by striking sections 1311 and 1312 and inserting
the following:

“SEC. 1311. ESTABLISHMENT OF THE FEDERAL HOUSING FI-
NANCE AGENCY.

“la) ESTABLISHMENT.—There 1is established the Fed-

eral Housing Finance Agency, which shall be an inde-

pendent agency of the Federal Government.

*HR 3221 EAS
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1 “(b) GENERAL SUPERVISORY AND REGULATORY AU-
2 THORITY.—

3 “(1) IN GENERAL.—FEach requlated entity shall,
4 to the extent provided in this title, be subject to the
5 supervision and requlation of the Agency.

6 “(2) AUTHORITY OVER FANNIE MAE, FREDDIE
7 MAC, THE FEDERAL HOME LOAN BANKS, AND THE OF-
8 FICE OF FINANCE.—The Director shall have general
9 requlatory authority over each regulated entity and
10 the Office of Finance, and shall exercise such general
11 requlatory authority, including such duties and au-
12 thorities set forth under section 1313, to ensure that
13 the purposes of this Act, the authorizing statutes, and
14 any other applicable law are carried out.

15 “(c) SAVINGS PROVISION.—The authority of the Direc-

16 tor to take actions under subtitles B and C shall not in
17 any way limit the general supervisory and regulatory au-
18 thority granted to the Director under subsection (D).

19 <«SEC. 1312. DIRECTOR.

20 “(a) ESTABLISHMENT OF POSITION—There is estab-
21 lished the position of the Director of the Agency, who shall
22 be the head of the Agency.

23 “(b) APPOINTMENT; TERM.—
24 “(1) APPOINTMENT.—The Director shall be ap-
25 pointed by the President, by and with the advice and

*HR 3221 EAS
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consent of the Senate, from among individuals who
are citizens of the United States, have a demonstrated
understanding of financial management or oversight,
and have a demonstrated understanding of capital
markets, including the mortgage securities markets
and housing finance.

“(2) TErRM.—The Director shall be appointed for
a term of 5 years, unless removed before the end of
such term for cause by the President.

“(3) VAcANCY.—A vacancy in the position of Di-
rector that occurs before the expiration of the term for
which a Director was appointed shall be filled in the
manner established under paragraph (1), and the Di-
rector appointed to fill such vacancy shall be ap-
pointed only for the remainder of such term.

“(4) SERVICE AFTER END OF TERM.—An indi-
vidual may serve as the Divector after the expiration
of the term for which appointed until a successor has
been appointed.

“(5) TRANSITIONAL PROVISION.—Notwith-
standing paragraphs (1) and (2), during the period
beginning on the effective date of the Federal Housing
Finance Regulatory Reform Act of 2008, and ending
on the date on which the Director is appointed and

confirmed, the person serving as the Director of the

*HR 3221 EAS
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Office of Federal Housing Enterprise Oversight of the

[E—

Department of Housing and Urban Development on
that effective date shall act for all purposes as, and
with the full powers of, the Director.
“(c) DEPUTY DIRECTOR OF THE DIVISION OF ENTER-
PRISE REGULATION.—
“(1) IN GENERAL—The Agency shall have a

Deputy Director of the Division of Enterprise Regula-

O o0 9 N U B W

tion, who shall be designated by the Director from

10 among indwiduals who are citizens of the United
11 States, have a demonstrated understanding of finan-
12 cial management or oversight, and have a dem-
13 onstrated understanding of mortgage securities mar-
14 kets and housing finance.

15 “(2) FUNCTIONS.—The Deputy Director of the
16 Division of Enterprise Regulation shall have such
17 Junctions, powers, and duties with respect to the over-
18 sight of the enterprises as the Director shall prescribe.
19 “(d) DEpUTY DIRECTOR OF THE DIVISION OF FED-

20 ERAL HOME LOAN BANK REGULATION.—

21 “(1) IN GENERAL.—The Agency shall have a
22 Deputy Director of the Division of Federal Home
23 Loan Bank Regulation, who shall be designated by
24 the Director from among individuals who are citizens
25 of the United States, have a demonstrated under-
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standing of financial management or oversight, and
have a demonstrated understanding of the Federal
Home Loan Bank System and housing finance.

“(2) FUNCTIONS.—The Deputy Director of the
Duwvision of Federal Home Loan Bank Regulation
shall have such functions, powers, and duties with re-
spect to the oversight of the Federal Home Loan
Banks as the Director shall prescribe.

“le) DEPUTY DIRECTOR FOR HOUSING MISSION AND

GOoALS.—

“(1) IN GENERAL—The Agency shall have a
Deputy Director for Housing Mission and Goals, who
shall be designated by the Director from among indi-
viduals who are citizens of the United States, and
have a demonstrated understanding of the housing
markets and housing finance.

“(2) FuUNCTIONS.—The Deputy Director for
Housing Mission and Goals shall have such functions,
powers, and duties with respect to the oversight of the
housing massion and goals of the enterprises, and
with respect to oversight of the housing finance and
community and economic development mission of the
Federal Home Loan Banks, as the Director shall pre-

seribe.
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“(3) CONSIDERATIONS.—In exercising such func-
tions, powers, and duties, the Deputy Director for

Housing Mission and Goals shall consider the dif-

Jerences between the enterprises and the Federal Home

Loan Banks, including those described in section

1313(f).

“(f) AcTING DIRECTOR.—In the event of the death, res-
wgnation, sickness, or absence of the Director, the President
shall designate eivther the Deputy Director of the Division
of Enterprise Regulation, the Deputy Director of the Divi-
siton of Federal Home Loan Bank Regulation, or the Deputy
Durector for Housing Mission and Goals, to serve as acting
Director until the return of the Director, or the appoint-
ment of a successor pursuant to subsection ().

“(g) LIMITATIONS.—The Director and each of the Dep-
uty Directors may not—

“(1) have any direct or indirect financial inter-
est in any requlated entity or entity-affiliated party;

“(2) hold any office, position, or employment in
any regqulated entity or entity-affiliated party; or

“(3) have served as an executive officer or direc-
tor of any regulated entity or entity-affiliated party
at any time during the 3-year period preceding the
date of appointment or designation of such individual

as Director or Deputy Director, as applicable.”.

*HR 3221 EAS
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SEC. 1102. DUTIES AND AUTHORITIES OF THE DIRECTOR.

(a) IN GENERAL.—Section 1313 of the Federal Hous-

mg Enterprises Financial Safety and Soundness Act of

1992 (12 U.S.C. 4513) is amended to read as follows:

“SEC. 1313. DUTIES AND AUTHORITIES OF DIRECTOR.

“(a) DUTIES.—

“(1) PrINcIPAL DUTIES.—The principal duties

of the Director shall be—

“(A) to oversee the prudential operations of

each regulated entity; and

*HR 3221 EAS

“(B) to ensure that—

“(1) each regulated entity operates in a
safe and sound manner, including mainte-
nance of adequate capital and internal con-
trols;

“(i) the operations and activities of
each requlated entity foster liquad, efficient,

competitive, and resilient national housing

finance markets (including activities relat-

mg to mortgages on housing for low- and
moderate-income families 1nvolving a rea-
sonable economic return that may be less
than the return earned on other activities);

“(111) each regulated entity complies

with this title and the rules, regulations,
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guidelines, and orders issued under this title
and the authorizing statutes;
“(w) each regulated entity carries out
its statutory massion only through activities
that are authorized under and consistent
with thas title and the authorizing statutes;
and
“(v) the activities of each regulated en-
tity and the manner in which such regu-
lated entity 1s operated arve consistent with
the public interest.
“(2) ScorE OF AUTHORITY.—The authority of
the Director shall include the authority—

“(A) to review and, if warranted based on
the principal duties described in paragraph (1),
reject any acquisition or transfer of a controlling
wnterest in a regulated entity; and

“(B) to exercise such incidental powers as
may be mecessary or appropriate to fulfill the
duties and responsibilities of the Director in the
supervision and requlation of each regulated en-
tity.

“(b) DELEGATION OF AUTHORITY.—The Director may

24 delegate to officers and employees of the Agency any of the
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1 functions, powers, or duties of the Director, as the Director

2 considers appropriate.
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“(c) LITIGATION AUTHORITY.—

“(1) IN GENERAL.—In enforcing any provision
of this title, any regulation or order prescribed under
this title, or any other provision of law, rule, regula-
tion, or order, or in any other action, suit, or pro-
ceeding to which the Director is a party or in which
the Director s interested, and in the administration
of conservatorships and receiverships, the Director
may act in the Director’s own name and through the
Director’s own attorneys.

“(2) SuBJeEcT TO SUIT.—KExcept as otherwise
provided by law, the Director shall be subject to suit
(other than suits on claims for money damages) by a
requlated entity with respect to any matter under this
title or any other applicable provision of law, rule,
order, or regulation under this title, in the United
States district court for the judicial district in which
the requlated entity has its principal place of busi-
ness, or in the Unated States District Court for the
District of Columbia, and the Director may be served
with process in the manner prescribed by the Federal

Rules of Civil Procedure.”.

*HR 3221 EAS
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(b) INDEPENDENCE IN CONGRESSIONAL TESTIMONY
AND RECOMMENDATIONS.—Section 111 of Public Law 93—
495 (12 U.S.C. 250) 1s amended by striking “the Federal
Housing Finance Board™ and inserting “the Director of the
Federal Housing Finance Agency”.

SEC. 1103. FEDERAL HOUSING FINANCE OVERSIGHT
BOARD.

(a) IN GENERAL.—The Federal Housing Enterprises
Financial Safety and Soundness Act of 1992 (12 U.S.C.
4501 et seq.) is amended by inserting after section 1313
the following:

“SEC. 1313A. FEDERAL HOUSING FINANCE OVERSIGHT
BOARD.

“(a) IN GENERAL—There 1s established the Federal
Housing Finance Oversight Board, which shall advise the
Director with respect to overall strategies and policies in
carrying out the duties of the Divector under this title.

“(b) LIMITATIONS.—The Board may not exercise any
executive authority, and the Director may not delegate to
the Board any of the functions, powers, or duties of the Di-
rector.

“(c) CompoSITION.—The Board shall be comprised of
4 members, of whom—

“(1) 1 member shall be the Secretary of the

Treasury;

*HR 3221 EAS
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“(2) 1 member shall be the Secretary of Housing

and Urban Development;

“(3) 1 member shall be the Chairman of the Se-
curities and Exchange Commaission; and

“(4) 1 member shall be the Director, who shall
serve as the Chairperson of the Board.

“(d) MEETINGS.—

“(1) IN GENERAL.—The Board shall meet upon
notice by the Director, but in no event shall the Board
meet less frequently than once every 3 months.

“(2) SPECIAL MEETINGS.—Either the Secretary
of the Treasury, the Secretary of Housing and Urban
Development, or the Chairman of the Securities and
Exchange Commission may, upon giving written no-
tice to the Director, require a special meeting of the
Board.

“le) TESTIMONY—On an annual basis, the Board
shall testify before Congress regarding—

“(1) the safety and soundness of the requlated en-
tities;

“(2) any material deficiencies in the conduct of
the operations of the requlated entities;

“(3) the overall operational status of the regu-

lated entities;

*HR 3221 EAS
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“(4) an evaluation of the performance of the reg-
ulated entities in carrying out thewr respective mais-
S1ONS;

“(5) operations, resources, and performance of
the Agency; and

“(6) such other matters relating to the Agency
and its fulfillment of its mission, as the Board deter-
mines appropriate.”.

(b) ANNUAL REPORT OF THE DIRECTOR.—Section
1319B(a) of the Federal Housing Enterprises Financial
Safety and Soundness Act of 1992 (12 U.S.C. 4521(a)) is
amended—

(1) by striking “enterprise” each place that term
appears and inserting “requlated entity”;

(2) by striking “enterprises” each place that
term appears and inserting “requlated entities’;

(3) in paragraph (3), by striking “; and” and
mserting a semicolon;

(4) w paragraph (4), by striking “1994.” and
mserting “1994; and”; and

(5) by adding at the end the following:

“(5) the assessment of the Board or any of its
members with respect to—

“(A) the safety and soundness of the regu-

lated entities;

*HR 3221 EAS



O o0 N N W BB W

[ w—
- O

12
13
14
15
16
17
18
19
20
21
22
23

26
“(B) any material deficiencies in the con-
duct of the operations of the regulated entities;
“(C) the overall operational status of the
requlated entities; and
“(D) an evaluation of the performance of
the regulated entities in carrying out their re-
spective missions;
“(6) operations, resources, and performance of
the Agency; and
“(7) such other matters relating to the Agency
and the fulfillment of its mission.”.
SEC. 1104. AUTHORITY TO REQUIRE REPORTS BY REGU-
LATED ENTITIES.

(a) IN GENERAL.—RSection 1314 of the Federal Hous-
mg Enterprises Financial Safety and Soundness Act of
1992 (12 U.S.C. 4514) 1s amended—

(1) wn the section heading, by striking “ENTER-

PRISES” and inserting “REGULATED ENTITIES”;

(2) by striking “an enterprise” each place that
term appears and inserting “a regulated entity’;
(3) by striking “the enterprise” and inserting

“the regulated entity”;

(4) n subsection (a)—

*HR 3221 EAS
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(A) by striking the subsection heading and
all that follows through “and operations™ in
paragraph (1) and inserting the following:
“(a) REGULAR AND SPECIAL REPORTS.—

“(1) REGULAR REPORTS.—The Director may re-
quire, by general or specific orders, a requlated entity
to submit regular reports, including financial state-
ments determined on a fair value basis, on the condi-
tion (including financial condition), management, ac-
twities, or operations of the requlated entity, as the
Dairector considers appropriate”; and

(B) in paragraph (2)—
(1) by wmserting “, by general or spe-
cific orders,” after “may also require”; and
(11) by striking “whenever” and insert-
mg “on any of the topics specified in para-
graph (1) or any other relevant topics, if”’;
and

(5) by adding at the end the following:

“(c¢) PENALTIES FOR FAILURE TO MAKE REPORTS.—

“(1) VIOLATIONS.—It shall be a violation of this
section for any requlated entity—

“(A) to faal to make, transmit, or publish
any report or obtain any information required

by the Director under this section, section 309(k)

*HR 3221 EAS
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of the Federal National Mortgage Association

Charter Act, section 307(c) of the Federal Home
Loan Mortgage Corporation Act, or section 20 of
the Federal Home Loan Bank Act, within the pe-
riod of time specified in such provision of law or
otherwise by the Director; or

“(B) to submit or publish any false or mis-
leading report or information under this section.
“(2) PENALTIES.—

“(A) FIRST TIER.—

“(1) IN GENERAL—A violation de-

seribed in paragraph (1) shall be subject to

a penalty of not more than $2,000 for each

day during which such violation continues,

m any case m which—

“(I) the subject regulated entity
maintains  procedures — reasonably
adapted to avoid any inadvertent error
and the wviolation was wnintentional
and a result of such an error; or

“(II) the wviolation was an inad-
vertent transmattal or publication of
any report which was minimally late.
“(11) BURDEN OF PROOF.—For pur-

poses of this subparagraph, the regulated

*HR 3221 EAS
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entity shall have the burden of proving that

the error was nadvertent or that a report

was nadvertently transmitted or published

late.

“(B) SECOND TIER.—A violation described
m paragraph (1) shall be subject to a penalty of
not more than $20,000 for each day during
which such violation continues or such false or
misleading information 1s not corrected, in any
case that s not addressed in subparagraph (A4)
or (C).

“(C) THIRD TIER.—A violation described in
paragraph (1) shall be subject to a penalty of not
more than $1,000,000 per day for each day dur-
g which such violation continues or such false
or masleading information s not corrected, in
any case i which the subject regulated entity
committed such violation knowingly or with
reckless disregard for the accuracy of any such
mformation or report.

“(3)  ASSESSMENTS.—Any  penalty imposed

under this subsection shall be in liew of a penalty
under section 1376, but shall be assessed and collected
by the Director in the manner provided in section

1376 for penalties vmposed under that section, and

*HR 3221 EAS
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any such assessment (including the determination of

the amount of the penalty) shall be otherwise subject

to the provisions of section 1376.

“(4) HEARING.—A regulated entity against
which a penalty s assessed under this section shall be
afforded an agency hearing if the regulated entity
submits a request for a hearing not later than 20
days after the date of the issuance of the notice of as-
sessment. Section 1374 shall apply to any such pro-
ceedings.”.

(b) CONFORMING AMENDMENT.—The Federal Housing
Enterprises Financial Safety and Soundness Act of 1992
(12 U.S.C. 4501 et seq.) is amended by striking sections
1327 and 1328.

SEC. 1105. EXAMINERS AND ACCOUNTANTS; AUTHORITY TO
CONTRACT FOR REVIEWS OF REGULATED EN-
TITIES; OMBUDSMAN.

(a) IN GENERAL.—Section 1317 of the Federal Hous-
mg Enterprises Financial Safety and Soundness Act of
1992 (12 U.S.C. 4517) is amended—

(1) wn subsection (a), by striking “enterprise”
each place that term appears and inserting “requlated
entity”;

(2) in subsection (b)—

*HR 3221 EAS
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(A4) by inserting “of a regulated entity”
after “under this section”; and
(B) by striking “to determine the condition
of an enterprise for the purpose of ensuring its

Sfinancial safety and soundness” and inserting

“or appropriate’’;

(3) in subsection (c), in the second sentence, by
wmserting before the period “to conduct examinations
under this section’;

(4) by redesignating subsections (d) through (f)
as subsections (e) through (g), respectively; and

(5) by inserting after subsection (c) the fol-
lowing:

“(d) INSPECTOR GENERAL.—There shall be within the
Agency an Inspector General, who shall be appointed in

accordance with section 3(a) of the Inspector General Act

of 1978.”.
(b) DIrECT HIRE AUTHORITY TO HIRE ACCOUNT-
ANTS, ECONOMISTS, AND EXAMINERS.—Section 1317 of the

Federal Housing Enterprises Financial Safety and Sound-
ness Act of 1992 (12 U.S.C. 4517) is amended by adding
at the end the following:

“(h) APPOINTMENT OF ACCOUNTANTS, KECONOMISTS,

AND EXAMINERS.—

*HR 3221 EAS
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“(1) ApPPLICABILITY.—This section shall apply
with respect to any position of examiner, accountant,
economist, and specialist in financial markets and in
technology at the Agency, with respect to supervision
and regulation of the requlated entities, that is in the
competitive service.

“(2) APPOINTMENT AUTHORITY.—The Director
may appoint candidates to any position described in
paragraph (1)—

“(A) wn accordance with the statutes, rules,
and regulations governing appointments in the
excepted service; and

“(B) nmotwithstanding any statutes, rules,
and regulations governing appointments in the
competitive service.”.

(¢c) AMENDMENTS TO INSPECTOR GENERAL ACT.—Sec-

tion 11 of the Inspector General Act of 1978 (5 U.S.C. App.)

1s amended—

(1) wn paragraph (1), by inserting *; the Direc-
tor of the Federal Housing Finance Agency” after
“Socral Security Administration”; and

(2) in paragraph (2), by inserting , the Federal
Housing Finance Agency” after “Social Security Ad-

manistration”.

*HR 3221 EAS
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(d) AurHORITY TO CONTRACT FOR REVIEWS OF REG-
ULATED ENTITIES.—Section 1319 of the Federal Housing
Enterprises Financial Safety and Soundness Act of 1992
(12 U.S.C. 4519) 1s amended—

(1) wn the section heading, by striking “ENTER-

PRISES BY RATING ORGANIZATION” and insert-

img “REGULATED ENTITIES”; and

(2) by striking “enterprises” and inserting “reg-
ulated entities”.

(¢) OFFICE OF THE OMBUDSMAN.—RSection 1317 of the
Federal Housing Enterprises Financial Safety and Sound-
ness Act of 1992 (12 U.S.C. 4517) s amended by adding
at the end the following:

“(1) OMBUDSMAN.—The Director shall establish, by
requlation, an Office of the Ombudsman within the Agency,
which shall be responsible for considering complaints and
appeals, from any requlated entity and any person that has
a business relationship with a regulated entity, regarding
any matter relating to the requlation and supervision of
such requlated entity by the Agency. The regulation issued
by the Director under this subsection shall specify the au-

thority and duties of the Office of the Ombudsman.”.

*HR 3221 EAS
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SEC. 1106. ASSESSMENTS.

Section 1316 of the Federal Housing Enterprises Fi-
nancial Safety and Soundness Act of 1992 (12 U.S.C. 4516)
18 amended—

(1) by striking subsection (a) and inserting the
Jollowing:

“la) ANNUAL ASSESSMENTS.—The Director shall es-
tablish and collect from the regulated entities annual assess-
ments in an amount not exceeding the amount sufficient
to provide for reasonable costs (including administrative
costs) and expenses of the Agency, including—

“(1) the expenses of any examinations under sec-
tion 1317 of this Act and under section 20 of the Fed-
eral Home Loan Bank Act;

“(2) the expenses of obtaining any reviews and
credit assessments under section 1319;

“(3) such amounts in excess of actual expenses
Jor any given year as deemed necessary by the Direc-
tor to maintain a working capital fund in accordance
with subsection (e); and

“(4) the windup of the affairs of the Olffice of
Federal Housing Enterprise Oversight and the Fed-
eral Housing Finance Board under title Il of the
Federal Housing Finance Regulatory Reform Act of
2008.”;

(2) an subsection (b)—

*HR 3221 EAS
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(A) by realigning the margins of paragraph

(2) two ems from the left, so as to align the left

margin of such paragraph with the left margins

of paragraph (1);

(B) by redesignating paragraphs (2) and

(3) as paragraphs (3) and (4), respectively; and

(C) by nserting after paragraph (1) the fol-
lowing:

“(2) SEPARATE TREATMENT OF FEDERAL HOME
LOAN BANK AND ENTERPRISE ASSESSMENTS.—Assess-
ments collected from the enterprises shall not exceed
the amounts sufficient to provide for the costs and ex-
penses described in subsection (a) relating to the en-
terprises. Assessments collected from the Federal
Home Loan Banks shall not exceed the amounts suffi-
cient to provide for the costs and expenses described
e subsection (a) relating to the Federal Home Loan
Banks.”;

(3) by striking subsection (¢) and inserting the

Jollowing:

“(¢) INCREASED COSTS OF REGULATION.—
“(1) INCREASE FOR INADEQUATE CAPITALIZA-

TION.

The semiannual payments made pursuant to
subsection (b) by any regulated entity that is not
classified (for purposes of subtitle B) as adequately

*HR 3221 EAS



O© o0 2 O WD A W N

[\© TN NG T N T NS R NG R N R S e T e e T e T o T W =
[ T N O N N = = N R - BN B o) W ) LR ~S O I NO S e

36
capitalized may be increased, as necessary, in the dis-
cretion of the Director to pay additional estimated
costs of requlation of the requlated entity.

“(2) ADJUSTMENT FOR ENFORCEMENT ACTIVI-
TIES.—The Director may adjust the amounts of any
semiannual payments for an assessment under sub-
section (a) that are to be paid pursuant to subsection
() by a requlated entity, as necessary in the discre-
tion of the Director, to ensure that the costs of enforce-
ment activities under this Act for a regulated entity
are borne only by such requlated entity.

“(3)  ADDITIONAL ASSESSMENT FOR  DEFI-
CIENCIES.—If at any time, as a result of increased
costs of regulation of a regulated entity that is not
classified (for purposes of subtitle B) as adequately
capitalized or as the result of supervisory or enforce-
ment activities under this Act for a requlated entity,
the amount available from any semiannual payment
made by such requlated entity pursuant to subsection
(b) 1s insufficient to cover the costs of the Agency with
respect to such entity, the Director may make and
collect from such regulated entity an immediate as-
sessment to cover the amount of such deficiency for
the semiannual period. If, at the end of any semi-

annual pervod during which such an assessment s

*HR 3221 EAS
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made, any amount remains from such assessment,

such remaining amount shall be deducted from the as-

sessment for such regulated entity for the following
semiannual period.”;

(4) in subsection (d), by striking “If” and insert-
g “Eaxcept with respect to amounts collected pursu-
ant to subsection (a)(3), if”’; and

(5) by striking subsections (e) through (g) and
mserting the following:

“le) WORKING CAPITAL FUND.—At the end of each
year for which an assessment under this section is made,
the Durector shall remit to each requlated entity any
amount of assessment collected from such requlated entity
that s attributable to subsection (a)(3) and is in excess of
the amount the Director deems necessary to maintain a
working capital fund.

“(f) TREATMENT OF ASSESSMENTS.—

“(1) DEPOSIT.—Amounts received by the Direc-
tor from assessments under this section may be depos-
tted by the Durector in the manner provided in sec-
tion 5234 of the Revised Statutes of the United States
(12 U.S.C. 192) for monies deposited by the Comp-
troller of the Currency.

“2) NOT GOVERNMENT FUNDS.—The amounts

recewved by the Director from any assessment under

*HR 3221 EAS
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this section shall not be construed to be Government
or public funds or appropriated money.

“(3) NO APPORTIONMENT OF FUNDS.—Notwith-
standing any other provision of law, the amounts re-
cewed by the Director from any assessment under this
section shall not be subject to apportionment for the
purpose of chapter 15 of title 31, United States Code,
or under any other authority.

“(4) USE or FUNDS.—The Director may use any
amounts received by the Director from assessments
under this section for compensation of the Director
and other employees of the Agency and for all other
expenses of the Director and the Agency.

“(5)  AVAILABILITY  OF  OVERSIGHT  FUND
AMOUNTS.—Notwithstanding any other provision of
law, any amounts remaining i the Federal Housing
Enterprises Oversight Fund established under this
section (as in effect before the effective date of the Fed-
eral Housing Finance Regulatory Reform Act of
2008, and any amounts remaining from assessments
on the Federal Home Loan Banks pursuant to section
18(b) of the Federal Home Loan Bank Act (12 U.S.C.
1438(b)), shall, upon such effective date, be treated for
purposes of this subsection as amounts received from

assessments under this section.
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“(6) TREASURY INVESTMENTS.—

“(A) AvrHoriTy.—The Director may re-
quest the Secretary of the Treasury to invest such
portions of amounts received by the Director
Jrom assessments paid under this section that, in
the Director’s discretion, are not required to meet
the current working needs of the Agency.

“(B) GOVERNMENT OBLIGATIONS.—Pursu-
ant to a request under subparagraph (A), the
Secretary of the Treasury shall invest such
amounts in Government obligations guaranteed
as to principal and interest by the United States
with maturities suitable to the needs of the Agen-
cy and bearing interest at a rate determined by
the Secretary of the Treasury taking into consid-
eration current market wyields on outstanding
marketable obligations of the United States of
comparable maturity.

“(g) BUDGET AND FINANCIAL MANAGEMENT.—

“(1) FINANCIAL OPERATING PLANS AND FORE-
CASTS.—The Director shall provide to the Director of
the Office of Management and Budget copies of the
Director’s financial operating plans and forecasts, as
prepared by the Director in the ordinary course of the

Agency’s operations, and copies of the quarterly re-

*HR 3221 EAS



O© o0 2 O WD A W N

[\© TN NG T N T NG I NG I NS R N e e T e e T e T e e T
[ B N U N S = = N RN - BN B o) W ) LR ~S O T NO S e

40

ports of the Agency’s financial condition and results
of operations, as prepared by the Director in the ordi-
nary course of the Agency’s operations.

“(2) FINANCIAL STATEMENTS.—The Agency shall
prepare annually a statement of—

“(A) assets and liabilities and surplus or
deficit;

“(B) income and expenses; and

“(C) sources and application of funds.

“(3) FINANCIAL MANAGEMENT SYSTEMS.—The
Agency  shall implement and maintain  financial
management systems that—

“(A) comply substantially with Federal fi-
nancial management systems requirements and
applicable Federal accounting standards; and

“(B) use a general ledger system that ac-
counts for activity at the transaction level.

“(4) ASSERTION OF INTERNAL CONTROLS.—The
Director shall provide to the Comptroller General of
the Unated States an assertion as to the effectiveness
of the internal controls that apply to financial report-
g by the Agency, using the standards established in
section 3512(c) of title 31, Unated States Code.

“(5) RULE OF CONSTRUCTION.—This subsection

may not be construed as vmplying any obligation on
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the part of the Director to consult with or obtain the
consent or approval of the Director of the Office of
Management and Budget with respect to any report,
plan, forecast, or other information referred to in
paragraph (1) or any jurisdiction or oversight over
the affairs or operations of the Agency.

“(h) AUDIT OF AGENCY.—

“(1) IN GENERAL—The Comptroller General
shall annually audit the financial transactions of the
Agency in accordance with the Unated States gen-
ervally accepted government auditing standards as
may be prescribed by the Comptroller General of the
United States. The audit shall be conducted at the
place or places where accounts of the Agency are nor-
mally kept. The representatives of the Government Ac-
countability Office shall have access to the personnel
and to all books, accounts, documents, papers, records
(including electronic records), reports, files, and all
other papers, automated data, things, or property be-
longing to or under the control of or used or employed
by the Agency pertaining to its financial transactions
and necessary to facilitate the audit, and such rep-
resentatives  shall be afforded  full facilities  for
verifying transactions with the balances or securities

held by depositories, fiscal agents, and custodians. All
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such books, accounts, documents, records, reports,
files, papers, and property of the Agency shall remain
wm possession and custody of the Agency. The Comp-
troller General may obtain and duplicate any such
books, accounts, documents, records, working papers,
automated data and files, or other information rel-
evant to such audit without cost to the Comptroller
General and the Comptroller General’s right of access
to such information shall be enforceable pursuant to
section 716(c) of title 31, Unated States Code.

“(2) REPORT—The Comptroller General shall
submit to the Congress a report of each annual audit
conducted under this subsection. The report to the
Congress shall set forth the scope of the audit and
shall include the statement of assets and liabilities
and surplus or deficit, the statement of income and
expenses, the statement of sources and application of
Junds, and such comments and information as may
be deemed necessary to inform Congress of the finan-
cial operations and condition of the Agency, together
with such recommendations with respect thereto as the
Jomptroller General may deem advisable. A copy of
each report shall be furnished to the President and to

the Agency at the time submitted to the Congress.

*HR 3221 EAS



O© 00 3 O WD B W N

e T S S e e S e S T = T
o N O W»n kA W NN = O

19
20
21

43

“(3) ASSISTANCE AND COSTS.—For the purpose
of conducting an audit under this subsection, the
Comptroller General may, in the discretion of the
Jomptroller General, employ by contract, without re-
gard to section 3709 of the Revised Statutes of the
Unated States (41 U.S.C. 5), professional services of
Jirms and organizations of certified public account-
ants for temporary periods or for special purposes.
Upon the request of the Comptroller General, the Di-
rector of the Agency shall transfer to the Government
Accountability  Office  from  funds available, the
amount requested by the Comptroller General to cover
the full costs of any audit and report conducted by
the Comptroller General. The Comptroller General
shall credit funds transferred to the account estab-
lished for salaries and expenses of the Government Ac-
countability Office, and such amount shall be avail-
able upon receipt and without fiscal year limitation

to cover the full costs of the audit and report.”.

SEC. 1107. REGULATIONS AND ORDERS.

Section 1319G of the Federal Housing Enterprises Fi-

22 nancial Safety and Soundness Act of 1992 (12 U.S.C. 4526)

23
24
25

18 amended—

(1) by striking subsection (a) and inserting the

Jollowing:

*HR 3221 EAS



O o0 N N B W =

[\© TN NG T N T NG I NG I NG R e e T e e T e T e T e T
[ B NG O N N = = N R - BN B o) W ) B ~SU O I NO R e

44

“la) AurHORITY.—The Director shall issue any regu-
lations, guidelines, or orders necessary to carry out the du-
ties of the Director under this title or the authorizing stat-
utes, and to ensure that the purposes of this title and the
authorizing statutes are accomplished.”; and

(2) by striking subsection (c).

SEC. 1108. PRUDENTIAL MANAGEMENT AND OPERATIONS
STANDARDS.

The Federal Housing Enterprises Financial Safety
and Soundness Act of 1992 (12 U.S.C. 4501 et seq.) is
amended by inserting after section 13134, as added by this
Act, the following new section:

“SEC. 1313B. PRUDENTIAL MANAGEMENT AND OPERATIONS
STANDARDS.

“(a) STANDARDS.—The Director shall establish stand-
ards, by requlation or guideline, for each regqulated entity
relating to—

“(1) adequacy of internal controls and informa-
tion systems taking ito account the nature and scale
of business operations;

“(2) andependence and adequacy of internal
audit systems;

“(3) management of interest rate risk exposure;

“(4) management of wmarket risk, including

standards that provide for systems that accurately
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measure, monitor, and control market risks and, as
warranted, that establish limitations on market risk;

“(5) adequacy and maintenance of liquidity and
reserves;

“(6) management of asset and investment port-
Jolio growth;

“(7) investments and acquisitions of assets by a
requlated entity, to ensure that they are consistent
with the purposes of this title and the authorizing
statutes;

“(8) overall risk management processes, includ-
mg adequacy of oversight by senior management and
the board of directors and of processes and policies to
wdentify, measure, monitor, and control wmaterial
risks, including reputational risks, and for adequate,
well-tested business reswmption plans for all major
systems with remote site facilities to protect against
disruptive events;

“(9) management of credit and counterparty
risk, including systems to identify concentrations of
credit risk and prudential limits to restrict exposure
of the regulated entity to a single counterparty or
groups of related counterparties;

“(10) maintenance of adequate records, in ac-

cordance with consistent accounting policies and
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practices that enable the Director to evaluate the fi-
nancial condition of the requlated entity; and

“(11) such other operational and management
standards as the Director determines to be appro-
priate.
“(b) FAILURE TO MEET STANDARDS.—

“(1) PLAN REQUIREMENT.—

“(A) IN GENERAL.—If the Director deter-
mines that a requlated entity fails to meet any
standard established under subsection (a)—

“(1) of such standard is established by
regulation, the Divector shall requive the
requlated entity to submait an acceptable
plan to the Director within the time allowed
under subparagraph (C); and

“(11) of such standard s established by
guideline, the Director may require the reg-
ulated entity to submat a plan described in
clause (1).

“(B) CONTENTS.—Any plan required under
subparagraph (A) shall specify the actions that
the regulated entity unll take to correct the defi-
ciency. If the regulated entity is undercapital-

1zed, the plan may be a part of the capital res-
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toration plan for the regulated entity under sec-
tion 1369C.

“(C) DEADLINES FOR SUBMISSION AND RE-
VIEW.—The Director shall by requlation establish
deadlines that—

“(1) provide the regulated entities with
reasonable time to submit plans required
under subparagraph (A), and generally re-
quire a requlated entity to submit a plan
not later than 30 days after the Director de-
termines that the entity fails to meet any
standard established wunder subsection (a);
and

“(1n) require the Director to act on
plans expeditiously, and generally not later
than 30 days after the plan is submitted.

“(2) REQUIRED ORDER UPON FAILURE TO SUB-
MIT OR IMPLEMENT PLAN.—If a requlated entity fails
to submat an acceptable plan within the time allowed
under paragraph (1)(C), or fails in any material re-
spect to implement a plan accepted by the Director,
the following shall apply:

“(A) REQUIRED CORRECTION OF DEFI-
CIENCY.—The Director shall, by order, require

the regulated entity to correct the deficiency.
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“(B) OTHER AUTHORITY.—~The Director
may, by order, take one or more of the following
actions until the deficiency is corrected:

“(1) Prohabit the regulated entity from
permitting its average total assets (as such
term 1s defined in section 1316(b)) during
any calendar quarter to exceed its average
total assets during the preceding calendar
quarter, or restrict the rate at which the av-
erage total assets of the entity may increase
from one calendar quarter to another.

“(11) Requare the requlated entity—

“(I) wn the case of an enterprise,
to increase its ratio of core capital to
assets.

“(II) in the case of a Federal

Home Loan Bank, to increase its ratio

of total capital (as such term is defined

m section 6(a)(5) of the Federal Home

Loan Bank Act (12 U.S.C. 1426(a)(5))

to assets.

“(111) Require the regulated entity to
take any other action that the Director de-

termines will better carry out the purposes
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of thas section than any of the actions de-
seribed in this subparagraph.

“(3) MANDATORY RESTRICTIONS.—In complying
with paragraph (2), the Dirvector shall take one or
more of the actions described in clauses (1) through
(111) of paragraph (2)(B) if—

“(A) the Director determines that the regu-
lated entity fails to meet any standard pre-

scribed under subsection (a);

“(B) the regulated entity has not corrected
the deficiency; and

“(C) during the 18-month period before the
date on which the regulated entity first failed to
meet the standard, the entity underwent extraor-
dinary growth, as defined by the Director.

“(c) OTHER ENFORCEMENT AUTHORITY NOT AF-
FECTED.—The authority of the Director under this section
1s 1 addition to any other authority of the Director.”.

SEC. 1109. REVIEW OF AND AUTHORITY OVER ENTERPRISE
ASSETS AND LIABILITIES.

(a) IN GENERAL.—Subtitle B of the Federal Housing
Enterprises Financial Safety and Soundness Act of 1992
(12 U.S.C. 4611 et seq.) is amended—

(1) by striking the subtitle designation and head-

g and imserting the following:
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“Subtitle B—Required Capital Lev-
els for Regulated Entities, Spe-
cial Enforcement Powers, and

Reviews of Assets and Liabil-

ities”;

and

(2) by adding at the end the following new sec-
tion:
“SEC. 1369E. REVIEWS OF ENTERPRISE ASSETS AND LIABIL-
ITIES.

“la) IN GENERAL.—The Director shall, by regulation,
establish criteria governing the portfolio holdings of the en-
terprises, to ensure that the holdings are backed by sufficient
capital and consistent with the mission and the safe and
sound operations of the enterprises. In establishing such cri-
teria, the Director shall consider the ability of the enter-
prises to provide a lhquid secondary wmarket through
securitization activities, the portfolio holdings in relation
to the overall mortgage market, and adherence to the stand-
ards specified in section 1313B.

“(b) TEMPORARY ADJUSTMENTS.—The Director may,
by order, make temporary adjustments to the established
standards for an enterprise or both enterprises, such as dur-

g times of economic distress or market disruption.
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“(c) AuTHoRITY TO REQUIRE DISPOSITION OR ACQUI-
SITION.—The Director shall monitor the portfolio of each
enterprise. Pursuant to subsection (a) and notwithstanding
the capital classifications of the enterprises, the Director
may, by order, require an enterprise, under such terms and
conditions as the Director determines to be appropriate, to
dispose of or acquire any asset, if the Director determines
that such action is consistent with the purposes of this Act
or any of the authorizing statutes.”.

(b) REGULATIONS.—Not later than the expiration of
the 180-day period beginning on the effective date of this
Act, the Director shall issue requlations pursuant to section
1369E(a) of the Federal Housing Enterprises Financial
Safety and Soundness Act of 1992 (as added by subsection
(a) of this section) establishing the portfolio holdings stand-
ards under such section.

SEC. 1110. RISK-BASED CAPITAL REQUIREMENTS.

(a) IN GENERAL.—Section 1361 of the Federal Hous-
mg Enterprises Financial Safety and Soundness Act of
1992 (12 U.S.C. 4611) is amended to read as follows:

“SEC. 1361. RISK-BASED CAPITAL LEVELS FOR REGULATED
ENTITIES.

“(a) IN GENERAL.—

“(1) ENTERPRISES.—The Director shall, by reg-

wlation, establish risk-based capital requirements for
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the enterprises to ensure that the enterprises operate

m a safe and sound manner, maintaining sufficient

capital and reserves to support the risks that arise in

the operations and management of the enterprises.
“(2) FEDERAL HOME LOAN BANES.—The Direc-

tor shall establish risk-based capital standards under

section 6 of the Federal Home Loan Bank Act for the

Federal Home Loan Banks.

“(b) NO LIMITATION.—Nothing in this section shall
limit the authority of the Director to require other reports
or undertakings, or take other action, in furtherance of the
responsibilities of the Director under this Act.”.

(b) FEDERAL HOME LOAN BANES RISK-BASED CAP-
ITAL—NSection 6(a)(3) of the Federal Home Loan Bank Act
(12 U.S.C. 1426(a)(3)) is amended—

(1) by striking subparagraph (A) and inserting
the following:

“(A) RISK-BASED CAPITAL STANDARDS.—
The Director shall, by regulation, establish risk-
based capital standards for the Federal Home
Loan Banks to ensure that the Federal Home
Loan Banks operate in a safe and sound man-
ner, with sufficient permanent capital and re-

serves to support the risks that arise in the oper-
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ations and management of the Federal Home
Loans Banks.”; and
(2) wn subparagraph (B), by striking “(A)(11)”
and inserting “(4)”.
SEC. 1111. MINIMUM CAPITAL LEVELS.

Section 1362 of the Federal Housing Enterprises Fi-
nancial Safety and Soundness Act of 1992 (12 U.S.C. 4612)
18 amended—

(1) in subsection (a), by striking “IN GENERAL”
and inserting “ENTERPRISES”; and
(2) by striking subsection (b) and inserting the

Jollowing:

“(b) FEDERAL HOME LOAN BANKS.—For purposes of
this subtitle, the minimum capital level for each Federal
Home Loan Bank shall be the minimum capital required

to be mawntained to comply with the leverage requirement

Jor the bank established under section 6(a)(2) of the Federal

Home Loan Bank Act (12 U.S.C. 1426(a)(2)).

“(c¢) KSTABLISHMENT OF REVISED MINIMUM CAPITAL
LEVELS.—Notwithstanding subsections (a) and (D) and
notwithstanding the capital classifications of the requlated
entities, the Director may, by regulations issued under sec-
tion 13190, establish a minimum capital level for the enter-
prises, for the Federal Home Loan Banks, or for both the

enterprises and the banks, that 1s higher than the level speci-
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wm subsection (b) for the Federal Home Loan Banks, to the
extent needed to ensure that the regulated entities operate

m a safe and sound manner.

“(d) Avrnorrry To REQUIRE TEMPORARY IN-

CREASE.—

“(1) IN GENERAL—Notwithstanding subsections
(a) and (b) and any minvmum capital level estab-
lished pursuant to subsection (c), the Director may,
by order, increase the minimum capital level for a
requlated entity on a temporary basis, when the Di-
rector determines that such an increase is necessary
and consistent with the prudential requlation and the
safe and sound operations of a requlated entity.

“(2) RESCISSION.—The Director shall rescind
any temporary minimum capital level established
under paragraph (1) when the Director determines
that the circumstances or facts no longer justify the
temporary minimum capital level.

“(3) REQULATIONS REQUIRED.—The Director
shall issue regulations establishing—

“(A) standards for the imposition of a tem-
porary increase in  minimum capital under

paragraph (1);
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“(B) the standards and procedures that the
Director will use to make the determination re-
Sferred to in paragraph (2); and
“(C) a reasonable time frame for periodic
review of any temporary increase in MINIMUM
capital for the purpose of making the determina-
tion referred to in paragraph (2).
“(e) AUTHORITY TO ESTABLISH ADDITIONAL CAPITAL
AND RESERVE REQUIREMENTS FOR PARTICULAR PUR-
POSES.—The Director may, at any time by order or regula-
tion, establish such capital or reserve requirements with re-
spect to any product or activity of a regulated entity, as
the Director considers appropriate to ensure that the regu-
lated entity operates in a safe and sound manner, with suf-
ficient capital and reserves to support the risks that arise
m the operations and management of the requlated entity.
“(f) PERIODIC REVIEW.—The Director shall periodi-
cally review the amount of core capital maintained by the
enterprises, the amount of capital retained by the Federal
Home Loan Banks, and the minvmum capital levels estab-
lished for such regulated entities pursuant to this section.”.
SEC. 1112. REGISTRATION UNDER THE SECURITIES LAWS.
The Securities Exchange Act of 1934 (15 U.S.C. 78a

et seq.) is amended by adding at the end the following:
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“SEC. 38. FEDERAL NATIONAL MORTGAGE ASSOCIATION,
FEDERAL HOME LOAN MORTGAGE CORPORA-
TION, FEDERAL HOME LOAN BANKS.
“(a) FEDERAL NATIONAL MORTGAGE ASSOCIATION

AND FEDERAL HOME LOAN MORTGAGE CORPORATION.

No class of equity securities of the Federal National Mort-
gage Association or the Federal Home Loan Mortgage Cor-
poration shall be treated as an exempted security for pur-
poses of section 12, 13, 14, or 16.

“(b) FEDERAL HOME LOAN BANKS.—

“(1) REGISTRATION.—Each Federal Home Loan
Bank shall register a class of its common stock under
section 12(g), not later than 120 days after the date
of enactment of the Federal Housing Finance Regu-
latory Reform Act of 2008, and shall thereafter main-
tarn such registration and be treated for purposes of
this title as an ‘issuer’, the securities of which are re-
quired to be registered under section 12, regardless of
the number of members holding such stock at any
given time.

“(2) STANDARDS RELATING TO AUDIT COMMIT-
TEES.—Fach Federal Home Loan Bank shall comply
with the rules issued by the Commassion under section
10A(m).

“(c) DEFINITIONS.—For purposes of this section, the

26 following definitions shall apply:
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“(1) FEDERAL HOME LOAN BANK; MEMBER.—
The terms ‘Federal Home Loan Bank’ and ‘member’,
have the same meanings as in section 2 of the Federal
Howme Loan Bank Act.

“(2) FEDERAL NATIONAL MORTGAGE ASSOCIA-
TION.—The term ‘Federal National Mortgage Associa-
tion” means the corporation created by the Federal
National Mortgage Association Charter Act.

“(3) FEDERAL HOME LOAN MORTGAGE CORPORA-
TION.—The term ‘Federal Home Loan Mortgage Cor-
poration” means the corporation created by the Fed-

eral Home Loan Mortgage Corporation Act.”.

SEC. 1113. PROHIBITION AND WITHHOLDING OF EXECUTIVE

COMPENSATION.

(a) IN GENERAL.—RSection 1318 of the Federal Hous-

mg Enterprises Financial Safety and Soundness Act of

1992 (12 U.S.C. 4518) is amended—

(1) wn the section heading, by striking “OF EX-
CESSIVE” and inserting “AND WITHHOLDING OF
EXECUTIVE:

(2) by redesignating subsection (b) as subsection
(d); and

(3) by nserting after subsection (a) the fol-

lowing:
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“(b) FACTORS.—In making any determination under
subsection (a), the Director may take into consideration
any factors the Director considers relevant, including any
wrongdoing on the part of the executive officer, and such
wrongdoing shall include any fraudulent act or omassion,
breach of trust or fiduciary duty, violation of law, rule, reg-
wlation, order, or written agreement, and insider abuse with
respect to the requlated entity. The approval of an agree-
ment or contract pursuant to section 309(d)(3)(B) of the
Federal National Mortgage Association Charter Act (12
U.S.C. 1723a(d)(3)(B)) or section 303(h)(2) of the Federal
Home Loan  Mortgage Corporation Act (12 U.S.C.
1452(h)(2)) shall not preclude the Dirvector from making
any subsequent determination under subsection (a).

“(c) WITHHOLDING OF COMPENSATION.—In carrying
out subsection (a), the Director may require a requlated en-
tity to withhold any payment, transfer, or disbursement of
compensation to an executive officer, or to place such com-
pensation in an escrow account, during the review of the
reasonableness and comparability of compensation.”.

(b) CONFORMING AMENDMENTS.—

(1) FANNIE MAE.—Section 309(d) of the Federal

National  Mortgage Association Charter Act (12

US.C. 1723a(d)) is amended by adding at the end

the following new paragraph:
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“(4) Notwithstanding any other provision of this sec-
tion, the corporation shall not transfer, disburse, or pay
compensation to any executive officer, or enter into an
agreement with such executive officer, without the approval
of the Director, for matters being reviewed under section
1318 of the Federal Housing Enterprises Financial Safety
and Soundness Act of 1992 (12 U.S.C. 4518).”".

(2) FREDDIE MAC.—RSection 303(h) of the Fed-

eral Home Loan Mortgage Corporation Act (12

U.S.C. 1452(h)) is amended by adding at the end the

Jollowing new paragraph:

“(4) Notwithstanding any other provision of this sec-
tion, the Corporation shall not transfer, disburse, or pay
compensation to any executwve officer, or enter into an
agreement with such executive officer, without the approval
of the Director, for matters being reviewed under section
1318 of the Federal Housing Enterprises Financial Safety
and Soundness Act of 1992 (12 U.S.C. 4518).”".

(3) FEDERAL HOME LOAN BANKS.—Section 7 of

the Federal Home Loan Bank Act (12 U.S.C. 1427)

18 amended by adding at the end the following new

subsection:

“(1) WITHHOLDING OF (COMPENSATION.—Notwith-
standing any other provision of this section, a Federal

Home Loan Bank shall not transfer, disburse, or pay com-
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pensation to any executive officer, or enter into an agree-
ment with such executwve officer, without the approval of
the Director, for matters being reviewed under section 1318
of the Federal Housing Enterprises Financial Safety and
Soundness Act of 1992 (12 U.S.C. 4518).”.

SEC. 1114. LIMIT ON GOLDEN PARACHUTES.

Section 1318 of the Federal Housing Enterprises Fi-
nancial Safety and Soundness Act of 1992 (12 U.S.C. 4518)
18 amended by adding at the end the following:

“le) AurHorIiTy TO REGULATE OR PROHIBIT CER-
TAIN FORMS OF BENEFITS TO AFFILIATED PARTIES.—

“(1) GOLDEN PARACHUTES AND INDEMNIFICA-

TION PAYMENTS.—The Director wmay prohibit or

limat, by regulation or order, any golden parachute

payment or indemnification payment.
“(2) FACTORS TO BE TAKEN INTO ACCOUNT.—

The Director shall prescribe, by requlation, the factors

to be considered by the Director in taking any action

pursuant to paragraph (1), which may include such
factors as—

“(A) whether there 1is a reasonable basis to
believe that the affiliated party has commatted
any fraudulent act or omassion, breach of trust
or fiduciary duty, or insider abuse with regard

to the requlated entity that has had a material
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effect on the financial condition of the regulated
entity;

“(B) whether there is a reasonable basis to
believe that the affiliated party is substantially
responsible for the insolvency of the requlated en-
tity, the appointment of a conservator or receiver
Jor the requlated entity, or the troubled condition
of the requlated entity (as defined in regulations
prescribed by the Director);

“(C) whether there 1s a reasonable basis to
believe that the affiliated party has materially
violated any applicable provision of Federal or
State law or requlation that has had a material
effect on the financial condition of the requlated
entity;

“(D) whether the affiliated party was in a
position of managerial or fiduciary responsi-
Dility; and

“(E) the length of time that the party was
affiliated with the regulated entity, and the de-
gree to which—

“(1) the payment reasonably reflects
compensation earned over the period of em-

ployment; and
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“(1n) the compensation involved rep-
resents a reasonable payment for services
rendered.

“(3) CERTAIN PAYMENTS PROHIBITED.—No reg-
wlated entity may prepay the salary or any liability
or legal expense of any affiliated party if such pay-
ment 1s made—

“(A) in contemplation of the insolvency of
such requlated entity, or after the commission of
an act of insolvency; and

“(B) with a view to, or having the result
of—

“(1) preventing the proper application
of the assets of the requlated entity to credi-
tors; or

“(1n) preferring one creditor over an-
other.

“(4) GOLDEN PARACHUTE PAYMENT DEFINED.—

“(A) IN GENERAL.—For purposes of this
subsection, the term ‘golden parachute payment’
means any payment (or any agreement to make
any payment) in the nature of compensation by
any requlated entity for the benefit of any affili-
ated party pursuant to an obligation of such reg-

ulated entity that—
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“(1) 1s contingent on the termination of
such party’s affiliation with the regulated
entity; and

“(11) 1s recetved on or after the date on
which—

“(I) the regulated entity became
msolvent;
“(I1) any conservator or receiver

18 appointed for such regulated entity;

or

“(I1I) the Director determines
that the regulated entity is in a trou-
bled condition (as defined in the regu-
lations of the Director).

“(B) CERTAIN PAYMENTS IN CONTEMPLA-
TION OF AN EVENT.—Any payment which would
be a golden parachute payment but for the fact
that such payment was made before the date re-
ferred to in subparagraph (A)(i1) shall be treated
as a golden parachute payment if the payment
was made i contemplation of the occurrence of
an event described i any subclause of such sub-

paragraph.
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“(C') CERTAIN PAYMENTS NOT INCLUDED.—
For purposes of this subsection, the term ‘golden
parachute payment’ shall not include—

“(1) any payment made pursuant to a
retirement plan which is qualified (or 1s in-
tended to be qualified) under section 401 of
the Internal Revenue Code of 1986, or other
nondiscriminatory benefit plan;

“(11) any payment made pursuant to a
bona fide deferred compensation plan or ar-
rangement which the Director determines,
by regulation or order, to be permissible; or

“(111) any payment made by reason of
the death or disability of an affiliated
party.

“(5) OTHER DEFINITIONS.—For purposes of this

subsection, the following definitions shall apply:

“(A) INDEMNIFICATION PAYMENT.—Subject
to paragraph (6), the term “indemnification pay-
ment’ means any payment (or any agreement to
make any payment) by any requlated entity for
the benefit of any person who s or was an affili-
ated party, to pay or revmburse such person for
any liability or legal expense with regard to any

administrative proceeding or civil action insti-
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tuted by the Agency which results in a final

order under which such person—

“(1) 1s assessed a civil money penalty;

“(1n) 1s removed or prohibited from
participating in conduct of the affairs of the
requlated entity; or

“(111) 1s required to take any affirma-
tiwe action to correct certain conditions re-
sulting from violations or practices, by
order of the Director.

“(B) LIABILITY OR LEGAL EXPENSE.—The

term ‘liability or legal expense’ means—

“(1) any legal or other professional ex-
pense incurred in  connection with any
clavm, proceeding, or action;

“(11) the amount of, and any cost in-
curred in connection with, any settlement of
any clavm, proceeding, or action; and

“(111) the amount of, and any cost in-
curred i connection with, any judgment or
penalty 1mposed with respect to any claim,
proceeding, or action.

“(C) PAYMENT.—The term ‘payment’ in-

cludes—
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“(v) any direct or indirect transfer of
any funds or any asset; and

“(1n) any segregation of any funds or
assets for the purpose of making, or pursu-
ant to an agreement to make, any payment
after the date on which such funds or assets
are segregated, without regard to whether
the obligation to make such payment is con-
tingent on—

“(1) the determination, after such
date, of the liability for the payment of
such amount; or

“(II) the liquidation, after such
date, of the amount of such payment.

“(6) CERTAIN COMMERCIAL INSURANCE COV-
ERAGE NOT TREATED AS COVERED BENEFIT PAY-
MENT.—No provision of this subsection shall be con-
strued as prohibiting any regulated entity from pur-
chasing any commercial insurance policy or fidelity
bond, except that, subject to any requirement de-
seribed in paragraph (5)(A4)(11), such insurance pol-
wey or bond shall not cover any legal or Liability ex-
pense of the regulated entity which s described in

paragraph (5)(A).”.
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SEC. 1115. REPORTING OF FRAUDULENT LOANS.

Part 1 of subtitle C of the Federal Housing Enterprises
Financial Safety and Soundness Act of 1992 (12 U.S.C.
1631 et seq.), as amended by this Act, is amended by adding
at the end the following:

“SEC. 1379E. REPORTING OF FRAUDULENT LOANS.

“(a) REQUIREMENT TO REPORT.—The Director shall
require a regulated entity to submat to the Dirvector a timely
report upon discovery by the requlated entity that it has
purchased or sold a fraudulent loan or financial instru-
ment, or suspects a possible fraud relating to the purchase
or sale of any loan or financial instrument. The Director
shall require each regulated entity to establish and main-
tain procedures designed to discover any such transactions.

“(b) PROTECTION FROM LIABILITY FOR REPORTS.—
Any regulated entity that, in good faith, makes a report
pursuant to subsection (a), and any entity-affiliated party,
that, in good faith, makes or requires another to make any
such report, shall not be liable to any person under any
provision of law or requlation, any constitution, law, or
requlation of any State or political subdivision of any
State, or under any contract or other legally enforceable
agreement (including any arbitration agreement) for such
report or for any failure to provide notice of such report
to the person who 1s the subject of such report or any other
persons identified in the report.”.
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1 Subtitle B—Improvement of Mission
2 Supervision
3 SEC. 1121. TRANSFER OF PROGRAM APPROVAL AND HOUS-
ING GOAL OVERSIGHT.
Part 2 of subtitle A of the Federal Housing Enterprises
Financial Safety and Soundness Act of 1992 (12 U.S.C.
4541 et seq.) is amended—

(1) by striking the heading for the part and in-

O o0 9 N U B

serting the following:

10 “PART 2—ADDITIONAL AUTHORITIES OF THE

11 DIRECTOR”;
12 and
13 (2) by striking sections 1321 and 1322.

14 SEC. 1122. ASSUMPTION BY THE DIRECTOR OF CERTAIN
15 OTHER HUD RESPONSIBILITIES.
16 (a) IN GENERAL.—Part 2 of subtitle A of the Federal
17 Housing Enterprises Financial Safety and Soundness Act
18 of 1992 (12 U.S.C. 4541 et seq.) s amended—

19 (1) by striking “Secretary” each place that term
20 appears and inserting “Dirvector” in each of sections
21 1323, 1326, 1327, 1328, and 1336; and

22 (2) by striking sections 1338 and 1349 (12
23 U.S.C. 4562 note and 4589).

24 (b) RETENTION OF FAIR HOUSING RESPONSIBIL-

25 ITIES.—RSection 1325 of the Federal Housing Enterprises
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Financial Safety and Soundness Act of 1992 (12 U.S.C.

4545) 1s amended in the matter preceding paragraph (1),
by inserting “of Housing and Urban Development” after
“The Secretary”.

SEC. 1123. REVIEW OF ENTERPRISE PRODUCTS.

Part 2 of subtitle A of the Federal Housing Enterprises
Financial Safety and Soundness Act of 1992 (12 U.S.C.
4541 et seq.) 1s amended by inserting before section 1323
the following:

“SEC. 1321. PRIOR APPROVAL AUTHORITY FOR PRODUCTS.

“(a) IN GENERAL.—The Director shall require each
enterprise to obtain the approval of the Director for any
product of the enterprise before initially offering the prod-
uct.

“(b) STANDARD FOR APPROVAL.—In considering any
request for approval of a product pursuant to subsection
(a), the Director shall make a determination that—

“(1) in the case of a product of the Federal Na-
tional Mortgage Association, the product is authorized
under paragraph (2), (3), (4), or (5) of section 302(b)
or section 304 of the Federal National Mortgage Asso-
cration Charter Act (12 U.S.C. 1717(b), 1719);

“(2) an the case of a product of the Federal
Home Loan Mortgage Corporation, the product is au-

thorized under paragraph (1), (4), or (5) of section
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305(a) of the Federal Home Loan Mortgage Corpora-

tion Act (12 U.S.C. 1454(a));
“(3) the product is in the public interest; and
“(4) the product is consistent with the safety and
soundness of the enterprise or the mortgage finance
system.
“(¢) PROCEDURE FOR APPROVAL.—
“(1) SUBMISSION OF REQUEST.—An enterprise
shall submat to the Director a written request for ap-

proval of a product that describes the product in such

Jorm as prescribed by order or requlation of the Di-

rector.

“(2) REQUEST FOR PUBLIC COMMENT.—Imme-
diately upon receipt of a request for approval of a
product, as required under paragraph (1), the Direc-
tor shall publish notice of such request and of the pe-
riod for public comment pursuant to paragraph (3)
regarding the product, and a description of the prod-
uct proposed by the request. The Dirvector shall give
wterested parties the opportunity to respond in writ-
g to the proposed product.

“(3) PUBLIC COMMENT PERIOD.—During the 30-
day period beginning on the date of publication pur-

suant to paragraph (2) of a request for approval of
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a product, the Director shall receive public comments

regarding the proposed product.

“(4) OFFERING OF PRODUCT.—

“(A) IN GENERAL.—Not later than 30 days
after the close of the public comment period de-
seribed in paragraph (3), the Director shall ap-
prove or deny the product, specifying the
grounds for such decision in writing.

“(B) FAILURE TO ACT—If the Director
Jails to act within the 30-day period described in
subparagraph (A), then the enterprise may offer
the product.

“(C) TEMPORARY APPROVAL.—The Director
may, subject to the rules of the Director, provide
Jor temporary approval of the offering of a prod-
uct without a public comment period, if the Di-
rector finds that the existence of exigent cir-
cumstances makes such delay contrary to the
public interest.

“(d) CONDITIONAL APPROVAL.—If the Director ap-
proves the offering of any product by an enterprise, the Di-
rector may establish terms, conditions, or limitations with
respect to such product with which the enterprise must com-
ply in order to offer such product.

“(e) EXCLUSIONS.—
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“(1) IN GENERAL—The requirements of sub-

sections (a) through (d) do not apply with respect

“(A) the automated loan underwriting sys-
tem of an enterprise in existence as of the date
of enactment of the Federal Housing Finance
Regulatory Reform Act of 2008, including any
upgrade to the technology, operating system, or
software to operate the underwriting system;

“(B) any wmodification to the mortgage
terms and conditions or mortgage underwriting
criteria relating to the mortgages that are pur-
chased or guaranteed by an enterprise, provided
that such modifications do not alter the under-
lying transaction so as to include services or fi-
nancing, other than residential mortgage financ-
mg; or

“(C) any other activity that is substantially
similar, as determined by rule of the Director
to—

“(1) the actwities described tn subpara-
graphs (A) and (B); and

“(11) other activities that have been ap-
proved by the Director in accordance with

thas section.
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“(2) EXPEDITED REVIEW.—

“(A) ENTERPRISE NOTICE.—For any new
activity that an enterprise considers not to be a
product, the enterprise shall provide written no-
tice to the Director of such activity, and may not
commence such activity until the date of receipt
of @ notice under subparagraph (B) or the expi-
ration of the period described in subparagraph
(C). The Durector shall establish, by regulation,
the form and content of such written notice.

“(B)  DIRECTOR  DETERMINATION.—Not
later than 15 days after the date of receipt of a
notice under subparagraph (A), the Director
shall determine whether such activity s a prod-
uct subject to approval under this section. The
Director shall, tmmediately upon so determining,
notify the enterprise.

“(C) FAILURE TO ACT.—If the Director fails
to determine whether such actwity is a product
within the 15-day period described in subpara-
graph (B), the enterprise may commence the new

actirty i accordance with subparagraph (A).

“(f) No LiMitATION—Nothing in this section may be

24 construed to restrict—
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“(1) the safety and soundness authority of the

Director over all new and existing products or activi-
ties; or

“(2) the authority of the Director to review all
new and existing products or activities to determine
that such products or activities are consistent with
the statutory maission of an enterprise.”.

SEC. 1124. CONFORMING LOAN LIMITS.
(a) FANNIE MAE.—

(1) GENERAL LIMIT.—Section 302(b)(2) of the
Federal National Mortgage Association Charter Act
(12 U.S.C. 1717(b)(2)) 1s amended by striking the 7th
and Sth sentences and inserting the following new
sentences: “Such limitations shall not exceed $417,000
Jor a mortgage secured by a single-family residence,
$533,850 for a mortgage secured by a 2-family resi-
dence, $645,300 for a mortgage secured by a 3-family
residence, and $801,950 for a mortgage secured by a
4-family residence, except that such maximum limita-
tions shall be adjusted effective January 1 of each
year beginning after the effective date of Federal
Housing Finance Regulatory Reform Act of 2008,
subject to the limitations in this paragraph. Each ad-
Jgustment shall be made by adding to each such

amount (as it may have been previously adjusted) a
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percentage thereof equal to the percentage increase,
during the most recent 12-month or 4th-quarter pe-
riod ending before the time of determining such an-
nual adjustment, wn the housing price index main-
tawned by the Director of the Federal Housing Fi-
nance Agency (pursuant to section 1322 of the Fed-
eral Housing Enterprises Financial Safety and
Soundness Act of 1992 (12 U.S.C. 4541)). If the
change in such house price index during the most re-
cent 12-month or 4th-quarter period ending before the
time of determining such annual adjustment is a de-
crease, then no adjustment shall be made for the next
year, and the next adjustment shall take into account
prior declines in the house price index, so that any
adjustment shall reflect the net change in the house
price index since the last adjustment. Declines in the
house price index shall be accumulated and then re-
duce increases until subsequent increases exceed prior
declines.”.

(2) HIGH-COST AREA LIMIT.—Section 302(b)(2)
of the Federal National Mortgage Association Charter
Act (12 U.S.C. 1717(b)(2)) 1is amended by adding
after the period at the end the following: “Such fore-
going limitations shall also be increased with respect

to properties of a particular size located mn any area
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Jor which the median price for such size residence ex-
ceeds the foregoing limatation for such size residence,
to the lesser of 150 percent of such foregoing limita-
tion for such size residence or the amount that is
equal to the median price in such area for such size
residence.”.

(3) EFFECTIVE DATE.—The amendments made
by paragraphs (1) and (2) of this subsection shall
take effect upon the expiration of the date described
- section 201(a) of the Economic Stimulus Act of
2008 (Public Law 110-185).

(b) FREDDIE MAC.—

(1) GENERAL LIMIT.—Section 305(a)(2) of the
Federal Home Loan Mortgage Corporation Act (12
URS.C. 1454(a)(2)) 1is amended by striking the 6th
and 7th sentences and inserting the following new
sentences: “Such limitations shall not exceed $417,000
Jor a mortgage secured by a single-family residence,
$533,850 for a mortgage secured by a 2-family resi-
dence, $645,300 for a mortgage secured by a 3-family
residence, and $801,950 for a mortgage secured by a
4-family residence, except that such maximum limita-
tions shall be adjusted effective January 1 of each
year beginning after the effective date of the Federal
Housing Finance Regulatory Reform Act of 2008,

*HR 3221 EAS



O© o0 3 O WD B W N

O TN NG T N TR NG N NS N NS B N e T e e T e T e e T
L A W NN = O VO XN R W NN~ O

7

subject to the limitations in this paragraph. Each ad-
Justment  shall be made by adding to each such
amount (as it may have been previously adjusted) a
percentage thereof equal to the percentage increase,
during the most recent 12-month or fourth-quarter pe-
riod ending before the time of determining such an-
nual adjustment, wn the housing price index main-
tawned by the Director of the Federal Housing Fi-
nance Agency (pursuant to section 1322 of the Fed-
eral Housing Enterprises Financial Safety and
Soundness Act of 1992 (12 U.S.C. 4541)). If the
change in such house price index during the most re-
cent 12-month or 4th-quarter period ending before the
time of determining such annual adjustment is a de-
crease, then no adjustment shall be made for the next
year, and the next adjustment shall take into account
prior declines in the house price index, so that any
adjustment shall reflect the net change in the house
price index since the last adjustment. Declines in the
house price index shall be accumulated and then re-
duce increases until subsequent increases exceed prior
declines.”.

(2) HIGH-COST AREA LIMIT.—Section 305(a)(2)
of the Federal Home Loan Mortgage Corporation Act
18 amended by adding after the period at the end the
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Jollowing: “Such foregoing limatations shall also be

mcreased with respect to properties of a particular

size located in any area for which the median price

Jor such size residence exceeds the foregoing limitation

for such size residence, to the lesser of 150 percent of

such foregoing limitation for such size residence or the
amount that 1s equal to the median price in such
area for such size residence.”.

(3) EFFECTIVE DATE.—The amendments made
by paragraphs (1) and (2) of this subsection shall
take effect upon the expiration of the date described
m section 201(a) of the Economic Stimulus Act of
2008 (Public Law 110-185).

(¢) SENSE OF CONGRESS.—It s the sense of the Con-
gress that the securitization of mortgages by the Federal Na-
tional Mortgage Association and the Federal Home Loan
Mortgage Corporation plays an important role in providing
Liquidity to the Unated States housing markets. Therefore,
the Congress encourages the Federal National Mortgage As-
sociation and the Federal Home Loan Mortgage Corpora-
tion to securitize mortgages acquired under the increased
conforming loan limaits established under this Act.

(d) HOUSING PRICE INDEX.—Part 2 of subtitle A of
the Federal Housing Enterprises Financial Safety and

Soundness Act of 1992 (12 U.S.C. 4541 et seq.) is amended
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by inserting after section 1321 (as added by section 1123

of this Act) the following new section:
“SEC. 1322. HOUSING PRICE INDEX.

“The Director shall establish and maintain a method
of assessing the national average 1-family house price for
use for adjusting the conforming loan limitations of the en-
terprises. In establishing such method, the Director shall
take into consideration the monthly survey of all major
lenders conducted by the Federal Housing Finance Agency
to determane the national average 1-family house price, the
House Price Index maintained by the Office of Federal
Housing Enterprise Oversight of the Department of Hous-
mg and Urban Development before the effective date of the
Federal Housing Finance Regulatory Reform Act of 2008,
any appropriate house price indexes of the Bureaw of the
Census of the Department of Commerce, and any other in-
dexes or measures that the Director considers appropriate.”.
SEC. 1125. ANNUAL HOUSING REPORT.

(a) REPEAL.—Section 1324 of the Federal Housing
Enterprises Financial Safety and Soundness Act of 1992
(12 U.S.C. 4544) 1s hereby repealed.

(b) ANNUAL HOUSING REPORT.—The Federal Housing
Enterprises Financial Safety and Soundness Act of 1992

1s amended by inserting after section 1323 the following:
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“SEC. 1324. ANNUAL HOUSING REPORT.

“(a) IN GENERAL.—After reviewing and analyzing the
reports submitted under section 309(n) of the Federal Na-
tional Mortgage Association Charter Act and section 307(f)
of the Federal Home Loan Mortgage Corporation Act, the
Durector shall submat a report, not later than October 30
of each year, to the Committee on Banking, Housing, and
Urban Affairs of the Senate and the Committee on Finan-
cial Services of the House of Representatives, on the activi-
ties of each enterprise.

“(b) CONTENTS.—The report requirved under sub-
section (a) shall—

“(1) discuss—
“(A) the extent to and manner in which—

“(1) each enterprise 1is achieving the
annual housing goals established under sub-
part B;

“(11) each enterprise is complying with
its duty to serve underserved markets, as es-
tablished under section 1335;

“(111) each enterprise 1is complying
with section 1337;

“(w) each enterprise recevved credit to-
wards achieving each of its goals resulting
from a transaction or actiwity pursuant to
section 1331(b)(2); and
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“(v) each enterprise is achieving the
purposes of the enterprise established by
law; and
“(B) the actions that each enterprise could

undertake to promote and expand the purposes of

the enterprise;

“(2) aggregate and analyze relevant data on in-
come to assess the compliance of each enterprise with
the housing goals established under subpart B;

“(3) aggregate and analyze data on income, race,
and gender by census tract and other relevant classi-
fications, and compare such data with larger demo-
graphic, housing, and economic trends;

“(4) wdentify the extent to which each enterprise
18 anvolved . mortgage purchases and secondary
market actiities mvolving subprime and nontradi-
tional loans;

“(5) compare the characteristics of subprime and
nontraditional loans both purchased and securitized
by each enterprise to other loans purchased and
securitized by each enterprise; and

“(6) compare the characteristics of high-cost
loans purchased and securitized, where such securities
are not held on portfolio to loans purchased and

securitized, where such securities are either retained
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on portfolio or repurchased by the enterprise, includ-
g such characteristics as—

“(A) the purchase price of the property that
secures the mortgage;

“(B) the loan-to-value ratio of the mortgage,
whaich shall reflect any secondary liens on the
relevant property;

“(C) the terms of the mortgage;

“(D) the creditworthiness of the borrower;
and

“(E) any other relevant data, as determined
by the Director.

“(¢) DATA COLLECTION AND REPORTING.—

“(1) IN GENERAL.—To assist the Director in
analyzing the matters described in subsection (b), the
Divector shall conduct, on a monthly basis, a survey
of mortgage markets in accordance with this sub-
section.

“(2) DatA POINTS.—FEach monthly survey con-
ducted by the Director under paragraph (1) shall col-
lect data on—

“(A) the characteristics of individual mort-
gages that are eligible for purchase by the enter-
prises and the characteristics of individual mort-

gages that are not eligible for purchase by the en-
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terprises including, n both cases, information
concerning—

“(1) the price of the house that secures
the mortgage;

“(1n) the loan-to-value ratio of the
mortgage, which shall reflect any secondary
liens on the relevant property;

“(111) the terms of the mortgage;

“(iw) the creditworthiness of the bor-
rower or borrowers; and

“(v) whether the mortgage, in the case
of a conforming mortgage, was purchased
by an enterprise;

“(B) the characteristics of individual
subprime and nontraditional mortgages that are
eligible for purchase by the enterprises and the
characteristics of borrowers under such mort-
gages, including the creditworthiness of such bor-
rowers and determination whether such bor-
rowers would qualify for prime lending; and

“(C) such other matters as the Director de-
termines to be appropriate.

“(3) PUBLIC AVAILABILITY.—The Director shall
make any data collected by the Director in connection

with the conduct of a monthly survey available to the
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1 public in a timely manner, provided that the Director
2 may modify the data released to the public to ensure
3 that the data—
4 “(A) 1s not released in an identifiable form;
5 and
6 “(B) 1s not otherwise obtainable from other
7 publicly available data sets.
8 “(4) DEFINITION.—For purposes of this sub-
9 section, the term ‘identifiable form’ means any rep-
10 resentation of information that permits the wdentity of
11 a borrower to which the information relates to be rea-
12 sonably inferred by either direct or indirect means.”.

13 SEC. 1126. PUBLIC USE DATABASE.
14 Section 1323 of the Federal Housing Enterprises Fi-
15 nancial Safety and Soundness Act of 1992 (42 U.S.C. 454.3)

16 is amended—

17 (1) wn subsection (a)—

18 (A4) by striking “(a) IN GENERAL—The
19 Secretary” and inserting the following:

20 “la) AVAILABILITY.—

21 “(1) IN GENERAL.—The Director”; and

22 (B) by adding at the end the following new
23 paragraph:

24 “(2) CENSUS TRACT LEVEL REPORTING.—Such
25 data shall include the data elements required to be re-
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ported under the Home Mortgage Disclosure Act of

1975, at the census tract level.”;

(2) in subsection (D)(2), by inserting before the
period at the end the following: “or with subsection
(a)(2)”; and

(3) by adding at the end the following new sub-
section:

“(d) TIMING.—Data submitted under this section by
an enterprise in connection with a provision referred to in
subsection (a) shall be made publicly available in accord-
ance with this section not later than September 30 of the
year following the year to which the data relates.”.

SEC. 1127. REPORTING OF MORTGAGE DATA.

Section 1326 of the Federal Housing Enterprises Fi-
nancial Safety and Soundness Act of 1992 (12 U.S.C. 4546)
18 amended—

(1) in subsection (a), by striking “The Director”
and nserting “Subject to subsection (d), the Direc-
tor”; and

(2) by adding at the end the following:

“(d) MORTGAGE INFORMATION.—Subject to privacy
considerations, as described in section 304(j) of the Home
Mortgage Disclosure Act of 1975 (12 U.S.C. 2803(j)), the
Director shall, by requlation or order, provide that certain

mformation relating to single famaily mortgage data of the

*HR 3221 EAS



24
25

86

enterprises shall be disclosed to the public, in order to make
available to the public—

“(1) the same data from the enterprises that is
required of insured depository institutions under the
Home Mortgage Disclosure Act of 1975; and

“(2) information collected by the Director under
section 1324(b)(6).”.

SEC. 1128. REVISION OF HOUSING GOALS.

(a) REPEAL.—Sections 1331 through 1334 of the Fed-
eral Housing Enterprises Financial Safety and Soundness
Act of 1992 (12 U.S.C. 4561 through 4564) are hereby re-
pealed.

(b) HOUSING GoAL—The Federal Housing Enter-
prises Financial Safety and Soundness Act of 1992 1is
amended by inserting before section 1335 the following:
“SEC. 1331. ESTABLISHMENT OF HOUSING GOALS.

“(a) IN GENERAL.—The Director shall, by regulation,
establish effective for the first calendar year that begins
after the date of enactment of the Federal Housing Finance
Regulatory Reform Act of 2008, and each year thereafter,
annual housing goals, as described under this subpart, with
respect to the mortgage purchases by the enterprises.

“(b) SPECIAL COUNTING REQUIREMENTS.—

“(1) IN GENERAL.—The Director shall determine

whether an enterprise shall receive full, partial, or no
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credit for a transaction toward achievement of any of
the housing goals established pursuant to this section
or sections 1332 through 1334.

“(2) CONSIDERATIONS.—In making any deter-
mination under paragraph (1), the Director shall
consider whether a transaction or activity of an en-
terprise 1s substantially equivalent to a mortgage pur-
chase and either (A) creates a new wmarket, or (B)
adds hiquidity to an existing market, provided how-
ever that the terms and conditions of such mortgage
purchase is neither determined to be unacceptable, nor
contrary to good lending practices, and otherwise pro-
motes sustainable homeownership and further, that
such mortgage purchase actually fulfills the purposes
of the enterprise and 1s in accordance with the char-
tering Act of such enterprise.

“(¢) ELIMINATING INTEREST RATE DISPARITIES.—

“(1) IN GENERAL.—In establishing and imple-
menting the housing goals under this subpart, the Di-
rector shall require the enterprises to disclose appro-
priate information to allow the Director to assess if
there are any disparities in interest rates charged on
mortgages to borrowers who are minorities, as com-

pared with borrowers of similar creditworthiness who
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are not manorities, as evidenced in reports pursuant
to the Home Mortgage Disclosure Act of 1975.

“(2) REPORT TO CONGRESS ON DISPARITIES.—
Upon a finding by the Director that a pattern of dis-
parities in interest rates exists pursuant to the infor-
mation provided by an enterprise under paragraph
(1), the Director shall—

“(A) forward to the Committee on Banking,

Housing, and Urban Affairs of the Senate and

the Committee on Financial Services of the

House of Representatives a report detailing the

disparities; and

“(B) forward the report prepared under
subparagraph (A) to any other appropriate regu-
latory or enforcement agency.

“(3) IDENTITY OF INDIVIDUALS NOT DIS-
CLOSED.—In carrying out this subsection, the Direc-
tor shall ensure that no personally identifiable finan-
cial mformation that would enable an individual bor-
rower to be reasonably identified shall be made pub-
lic.

“(d) TIMING.—The Director shall establish an annual

23 deadline for the establishment of housing goals described in

24 subsection (a), taking into consideration the need for the

25 enterprises to reasonably and sufficiently plan thewr oper-
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1 ations and activities in advance, including operations and

2 activities necessary to meet such goals.

3
4

O o0 9 O W

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

“SEC. 1331A. DISCRETIONARY ADJUSTMENT OF HOUSING

GOALS.
“(a) AUTHORITY. —

“(1) REVIEW.—The Director shall review the ap-
propriateness of each goal established pursuant to this
subpart at least once during each year to assure that
gwen current market conditions that each such goal
18 feasible.

“(2) PETITION TO REDUCE.—An enterprise may
petition the Dirvector in writing at any time during
a year to reduce the level of any goal for such year
established pursuant to this subpart.

“(b) STANDARD FOR REDUCTION.—The Director may

reduce the level for a goal pursuant to such a petition only

“(1) market and economic conditions or the fi-
nancial condition of the enterprise requirve such ac-
tion; or

“(2) efforts to meet the goal would result in the
constraint of hiquidity, over-investment in certain
market segments, or other consequences contrary to
the intent of this subpart, section 301(3) of the Fed-

eral National Mortgage Association Charter Act (12
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US.C. 1716(3)), or section 301(b)(3) of the Federal

Home Loan Mortgage Corporation Act (12 U.S.C.
1451 note), as applicable.
“(¢) DETERMINATION.—

“(1) 30-DAY PERIOD.—If an enterprise submits a
petition for reduction to the Director under subsection
(a)(2), the Director shall make a determination re-
garding any proposed reduction within 30 days of re-
ceipt of the petition.

“(2) EXTENSION.—The Director may extend the
period described in paragraph (1) for a single addi-
tional 15-day period, but only if the Director requests

additional information from the enterprise.

“SEC. 1332. SINGLE-FAMILY HOUSING GOALS.

“(a) ESTABLISHMENT OF GOALS.—

“(1) IN GENERAL.—The Director shall establish
annual goals for the purchase by each enterprise of
conventional, conforming, single-family, owner-occu-

pied, purchase money mortgages financing housing

Jor each of the following:

“(4) Low-income families.
“(B) Families that reside in low-income
areas.

“(C) Very low-income families.

*HR 3221 EAS



O© o0 3 O WD B W N

| \O JEE \© R O R \O R O B e e e e e T e e e e
A W D= O O 0NN N N R WD = O

91

“(2) GOALS AS PERCENTAGE OF TOTAL PUR-
CHASE MONEY MORTGAGE PURCHASES.—The goals es-
tablished under paragraph (1) shall be established as
a percentage of the total number of single-family
dwelling units financed by single-family purchase
money mortgage purchases of the enterprise.

“(b) DETERMINATION OF COMPLIANCE.—

“(1) IN GENERAL.—The Director shall deter-
mine, for each year that the housing goals under this
section are in effect pursuant to section 1331(a),
whether each enterprise has complied with the single-
Jamily housing goals established under this section for
such year.

“(2) COMPLIANCE REQUIREMENTS.—An enter-
prise shall be considered to be in compliance with a
goal described under subsection (a) for a year, only
if, for each of the types of families described in sub-
section (a), the percentage of the number of conven-
tional, conforming, single-famaily, owner-occupied,
purchase money mortgages purchased by the enter-
prise i such year that serve such famailies, meets or
exceeds the target established under subsection (c) for
the year for such type of family.

“(¢) ANNUAL TARGETS.—
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“(1) IN GENERAL.—The Director shall establish
annual targets for each goal described in subsection
(a).

“(2) CONSIDERATIONS.—In establishing annual
targets under paragraph (1), the Director shall con-
sider—

“(A) natronal housing needs;

“(B) economic, housing, and demographic
conditions;

“(C) the performance and effort of the enter-
prises toward achieving the housing goals under
this section in previous years;

“(D) the ability of the enterprise to lead the
mdustry i making mortgage credit available;

“(E) recent information submitted in com-
pliance with the Home Mortgage Disclosure Act
of 1975 and such other reliable mortgage data as
may be available;

“(F) the size of the purchase money conven-
tional mortgage market serving each of the types
of families described in subsection (a), relative to
the size of the overall purchase money mortgage
market; and

“(G) the need to maintain the sound finan-

cral condition of the enterprises.
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1 “(3) HIGH-COST LOANS AND INAPPROPRIATE
2 LENDING PRACTICES.—In establishing annual targets
3 under paragraph (1), the Director shall not consider
4 segments of the market determined to be unacceptable
5 or contrary to good lending practices pursuant to sec-
6 tion 1331(D)(2).

7 “(d) NOTICE OF DETERMINATION AND ENTERPRISE

8 COMMENT.—

9 “(1) Norice.—Within 30 days of making a de-
10 termination under subsection (b) regarding compli-
11 ance of an enterprise for a year with the housing
12 goals established under this section and before any
13 public disclosure thereof, the Dirvector shall provide
14 notice of the determination to the enterprise, which
15 shall include an analysis and comparison, by the Di-
16 rector, of the performance of the enterprise for the
17 year and the targets for the year under subsection (c).
18 “(2) COMMENT PERIOD.—The Director shall pro-
19 vide each enterprise and the public an opportunity to
20 comment on the determination during the 30-day pe-
21 riod beginning upon receipt by the enterprise of the
22 notice.

23 “le) USE OF BORROWER INCOME.—In monitoring the

24 performance of each enterprise pursuant to the housing

25 goals under this section and evaluating such performance
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(for purposes of section 1336), the Director shall consider

a mortgagor’s income to be the income of the mortgagor at
the time of origination of the mortgage.

“(f) CONSIDERATION OF PROPERTIES WITH RENTAL
UNIrs.—Mortgages financing 1-to-4 unit owner-occupied
properties shall count toward the achievement of the single-
Jamily housing goal under this section, if such properties
otherwise meet the requirements under this section notwith-
standing the use of 1 or more units for rental purposes.
“SEC. 1333. SINGLE-FAMILY HOUSING REFINANCE GOALS.

“(a) PREPAYMENT OF KXISTING LOANS.—

“(1) IN GENERAL.—The Director shall establish
annual goals for the purchase by each enterprise of
mortgages on conventional, conforming, single-famaily,
owner-occupied housing given to pay off or prepay an
existing loan served by the same property for each of
the following:

“(4) Low-income families.

“(B) Families that reside in low-income
areas.

“(C) Very low-income families.

“(2) GOALS AS PERCENTAGE OF TOTAL REFI-
NANCING  MORTGAGE PURCHASES.—The goals  de-
seribed under paragraph (1) shall be established as a

percentage of the total number of single-famaily dwell-
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mg units refinanced by mortgage purchases of each
enterprise.
“(b) DETERMINATION OF COMPLIANCE.—
“(1) IN GENERAL.—The Director shall deter-
mane, for each year that the housing goals under this
section are n effect pursuant to section 1331(a),

whether each enterprise has complied with the single-

Jamaly housing refinance goals established under this

section for such year.

“(2) COMPLIANCE.—An enterprise shall be con-
sidered to be in compliance with the goals of this sec-
tion for a year, only if, for each of the types of fami-
lies described in subsection (a), the percentage of the
number of conventional, conforming, single-famaily,
owner-occupied refinancing mortgages purchased by
each enterprise in such year that serve such famailies,
meets or exceeds the target for the year for such type
of family that 1s established under subsection (c).

“(c) ANNUAL TARGETS.—

“(1) IN GENERAL.—The Duirector shall establish
annual targets for each goal described in subsection
(a).

“(2) CONSIDERATIONS.—In establishing annual
targets under paragraph (1), the Director shall con-

sider—
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“(A) natronal housing needs;

“(B) economic, housing, and demographic
conditions;

“(C) the performance and effort of the enter-
prises toward achieving the housing goals under
this section in previous years;

“(D) the ability of the enterprise to lead the
mdustry in making mortgage credit available;

“(E) recent information submitted in com-
pliance with the Home Mortgage Disclosure Act
of 1975 and such other reliable mortgage data as
may be available;

“(F) the size of the purchase money conven-
tional mortgage market serving each of the types
of families described in subsection (a), relative to
the size of the overall purchase money mortgage
market; and

“(G) the need to maintain the sound finan-
ciral condition of the enterprises.

“(d) NOTICE OF DETERMINATION AND ENTERPRISE
COMMENT.—
“(1) Norice.—Within 30 days of making a de-
termination under subsection (b) regarding compli-
ance of an enterprise for a year with the housing

goals established under this section and before any
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public disclosure thereof, the Dirvector shall provide

notice of the determination to the enterprise, which

shall include an analysis and comparison, by the Di-

rector, of the performance of the enterprise for the

year and the targets for the year under subsection (c).

“(2) COMMENT PERIOD.—The Director shall pro-
vide each enterprise and the public an opportunity to
comment on the determination during the 30-day pe-
riod beginning upon receipt by the enterprise of the
notice.

“le) USE OF BORROWER INCOME.—In monitoring the
performance of each enterprise pursuant to the housing
goals under this section and evaluating such performance
(for purposes of section 1336), the Director shall consider
a mortgagor’s income to be the income of the mortgagor at
the time of origination of the mortgage.

“SEC. 1334. MULTIFAMILY SPECIAL AFFORDABLE HOUSING
GOAL.

“(a) ESTABLISHMENT.—

“(1) IN GENERAL.—The Director shall establish,
by regulation, by unit, dollar volume, or percentage
of multifamily activity, as determined by the Direc-
tor, an annual goal for the purchase by each enter-

prise of—
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“(A) mortgages that finance dwelling unaits
affordable to very low-income famailies; and
“(B) mortgages that finance dwelling units
assisted by the low-income housing tax credit
under section 42 of the Internal Revenue Code of

1986.

“(2) ADDITIONAL REQUIREMENTS FOR SMALLER
PROJECTS.—The Director shall establish, within the
housing goal established under this section, additional
requirements for the purchase by each enterprise of
mortgages described in paragraph (1) for multifamaily
housing projects of a smaller or limited size, which
may be based on the number of dwelling units in the
project or the amount of the mortgage, or both, and
shall nclude multifamily housing projects of 5 to 50
units (as adjusted by the Director), or with mortgages
of up to $5,000,000 (as adjusted by the Director).

“(3) FACTORS.—The Director shall establish the
goal and additional requirements under this section
taking into consideration—

“(A) natronal multifamily mortgage credit
needs;

“(B) the performance and effort of the en-
terprise in making mortgage credit available for

multifamily housing in previous years;
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“(C) the size of the multifamily mortgage
market, including the size of the small multi-
Jamily mortgage market;
“(D) the most recent information available
Sor the Residential Survey published by the Cen-
sus Bureau, and such other reliable data as may
be available regarding multifamily mortgages;
“(E) the ability of the enterprise to lead the
mdustry in expanding mortgage credit avaal-
ability at favorable terms, especially for under-
served markets, such as for—
“(1) small multifamily projects;
“(11) multifamaly properties in need of
preservation and rehabilitation; and
“(111) multifamaly properties located in
rural areas; and
“(F) the need to maintain the sound finan-
cial condition of the enterprise.

“(b) UNITS FINANCED BY HOUSING FINANCE AGENCY
BONDS.—The Durector may gwe credit toward the achieve-
ment of the multifamily special affordable housing goal
under this section (for purposes of section 1336) to dwelling
units i multifamily housing projects that otherwise qualify

under such goal and that are financed by tax-exempt or
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1 taxable bonds issued by a State or local housing finance

2 agency, but only if such bonds—

3

© o 9 o W A

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

“(1) are secured by a guarantee of the enterprise;
or

“(2) are not investment grade and are purchased
by the enterprise.

“(c) USE OF TENANT RENT LEVEL—

“(1) IN GENERAL.—The Director shall monitor
the performance of each enterprise in meeting the goal
established under this section and shall evaluate such
performance (for purposes of section 1336) based on
whether the rent levels are affordable to low-income
and very low-income families.

“(2) RENT LEVEL—A rent level shall be consid-
ered to be affordable for purposes of this subsection for
an wncome category rveferred to in this subsection if it
does not exceed 30 percent of the maximuwm income
level of such income category, with appropriate ad-
Justments for unit size as measured by the number of
bedrooms.

“(d) DETERMINATION OF COMPLIANCE.—

“(1) IN GENERAL.—The Director shall, for each

year that the housing goal under this section is in ef-

Ject pursuant to section 1331(a), determine whether
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each enterprise has complied with such goal and the

additional requirements under subsection (a)(2).

“(2) COMPLIANCE.—An enterprise shall be con-
sidered to be in compliance with the goal described
under subsection (a) for a year only if the multi-
Jamily mortgage purchases of the enterprise meet or
exceed the goal for the year established under sub-
section (a).

“(e) CONSIDERATION OF UNITS IN SINGLE-FAMILY
RENTAL HOUSING.—In establishing the goal under this sec-
tion, the Director may take into consideration the nuwmber
of housing units financed by any mortgage purchased by
an enterprise on single-family rental housing that is not
owner-occupied.

“(f) REMOVING CREDIT.—The Director shall subtract
from the units or mortgages counted toward the goal estab-
lished under this section in a current year any units or
mortgages credited toward such goal in a prior year if an
enterprise requires a lender to repurchase, or revmburse for
losses, or indemnify the enterprise against potential losses
on such units or mortgages.

“(g9) NOTICE OF DETERMINATION AND KNTERPRISE
COMMENT.—

“(1) Norice.—Within 30 days of making a de-

termination under subsection (d) regarding compli-
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ance of an enterprise for a year with the housing goal
established under this section and before any public
disclosure thereof, the Director shall provide notice of
the determination to the enterprise, which shall in-
clude an analysis and comparison, by the Director, of
the performance of the enterprise for the year and the
goal for the year under subsection (a).

“(2) COMMENT PERIOD.—The Director shall pro-
vide each enterprise and the public an opportunity to
comment on the determination during the 30-day pe-
riod beginning upon receipt by the enterprise of the
notice.”.

(¢) CONFORMING AMENDMENTS.—The Federal Hous-

14 ing Enterprises Financial Safety and Soundness Act of

15
16
17
18
19
20
21
22
23

1992 1s amended—

(1) in section 1335(a) (12 U.S.C. 4565(a)), in
the matter preceding paragraph (1), by striking “low-
and moderate-income housing goal” and all that fol-
lows through “section 1334”7 and inserting “housing
goals established under this subpart”; and

(2) in section 1336(a)(1) (12 U.S.C. 4566(a)(1)),
by striking “sections 1332, 1333, and 1334, and in-

serting “this subpart”.
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(d) DEFINITIONS.—Section 1303 of the Federal Hous-
g Enterprises Financial Safety and Soundness Act of
1992 (12 U.S.C. 4502) 1s amended—
(1) by striking paragraph (24), as so designated
by section 1002 of this Act, and inserting the fol-

lowing:

“(24) VERY LOW-INCOME.—

“(A) IN GENERAL.—The term ‘very low-in-
come’ means—

“(0) in the case of owner-occupied
units, families having incomes not greater
than 50 percent of the area median income;
and

“(11) in the case of rental units, fami-
lies having incomes not greater than 50 per-
cent of the area median income, with ad-
Jgustments for smaller and larger families, as
determined by the Director.

“(B) RULE OF CONSTRUCTION.—For pur-
poses of section 1338 and 1339, the term ‘very
low-income’” means—

“(0) in the case of owner-occupied
units, imcome i excess of 30 percent but not
greater than 50 percent of the area median

meome; and
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“(11) in the case of rental units, income
m excess of 30 percent but not greater than
50 percent of the area median income, with
adjustments for smaller and larger families,
as determined by the Director.”; and
(2) by adding at the end the following:

“(26) CONFORMING MORTGAGE.—The term ‘con-

Jorming mortgage’ means, with respect to an enter-

prise, a conventional mortgage having an original
principal obligation that does not exceed the applica-
ble dollar limitation, wn effect at the time of such
origination, under—

“(A) section 302(b)(2) of the Federal Na-
tional Mortgage Association Charter Act; or

“(B) section 305(a)(2) of the Federal Home
Loan Mortgage Corporation Act.

“(27) EXTREMELY LOW-INCOME.—The term ‘ex-
tremely low-income’ means—

“(A) wn the case of owner-occupied unats,
mcome not in excess of 30 percent of the area
median imcome; and

“(B) in the case of rental units, income not
m excess of 30 percent of the area median in-
come, with adjustments for smaller and larger

Jamailies, as determined by the Director.
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“(28) LOW-INCOME AREA.—The term ‘low-in-
come area’ means a census tract or block numbering
area in which the median income does not exceed S0
percent of the median income for the area in which
such census tract or block numbering area 1s located,
and, for the purposes of section 1332(a)(2), shall in-
clude famailies having incomes not greater than 100
percent of the area median income who reside in mi-
nority census tracts.

“(29) MINORITY CENSUS TRACT.—The term ‘ma-
nority census tract’ means a census tract that has a
minority population of at least 30 percent and a me-
dian family income of less than 100 percent of the
area family median income.

“(30) SHORTAGE OF STANDARD RENTAL UNITS
BOTH AFFORDABLE AND AVAILABLE TO EXTREMELY
LOW-INCOME RENTER HOUSEHOLDS.—

“(A) IN GENERAL.—The term ‘shortage of
standard rental units both affordable and avail-
able to extremely low-income renter households’
means the gap between—

“(1) the number of units with complete
plumbing and kitchen facilities with a rent
that 1s 30 percent or less of 30 percent of

the adjusted area median income as deter-

*HR 3221 EAS



O© o0 3 O WD b W N

[\© TN NG T N T NG N NG I NS B N e T e e T e T e e T
[ N N O N N = = N R - BN B o) W ) LR ~S O I NO S e

106
mined by the Director that are occupied by

extremely low-income renter households or
are vacant for rent; and

“(11) the number of extremely low-in-
come renter households.

“(B) RULE OF CONSTRUCTION.—If the

number of units described in  subparagraph

(A)(1) exceeds the number of extremely low-in-

come households as described in subparagraph

(A)(11), there is no shortage.

“(31) SHORTAGE OF STANDARD RENTAL UNITS

BOTH AFFORDABLE AND AVAILABLE TO VERY LOW-IN-

COME RENTER HOUSEHOLDS.—

“(A) IN GENERAL.—The term ‘shortage of

standard rental units both affordable and avail-

able to very low-income renter households’ means

the gap between—

*HR 3221 EAS

“(1) the number of units with complete
plumbing and kitchen facilities with a rent
that 1s 30 percent or less of 50 percent of
the adjusted area median income as deter-
mined by the Director that are occupied by
either extremely low- or wvery low-income
renter households or are vacant for rent;

and
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“(11) the number of extremely low- and
very low-income renter households.

“(B) RULE OF CONSTRUCTION.—If the
number of units described wn  subparagraph
(A)(1) exceeds the number of extremely low- and
very low-income households as described in sub-

paragraph (A)(i1), there is no shortage.”.

SEC. 1129. DUTY TO SERVE UNDERSERVED MARKETS.

(a) ESTABLISHMENT AND EVALUATION OF PERFORM-
ANCE.—Section 1335 of the Federal Housing Enterprises
Financial Safety and Soundness Act of 1992 (12 U.S.C.

4565) 1s amended—

(1) in the section heading, by inserting “DUTY

TO SERVE UNDERSERVED MARKETS AND’ before

“OTHER’’;

(2) by striking subsection (b);
(3) in subsection (a)—

(A) in the matter preceding paragraph (1),
by inserting “and to carry out the duty under
subsection (a) of this section” before “, each en-
terprise shall’;

(B) in paragraph (3), by inserting “and”
after the semicolon at the end;

(C) in paragraph (4), by striking “; and”

and mserting a period;
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(D) by striking paragraph (5); and
(E) by redesignating such subsection as sub-

section (b);

(4) by inserting before subsection (b) (as so re-
designated by paragraph (3)(E) of this subsection) the
Jollowing new subsection:

“(a) Dury 70 SERVE UNDERSERVED MARKETS.—

“(1) Dury.—In accordance with the purpose of
the enterprises under section 301(3) of the Federal
Natwonal  Mortgage Association  Charter Act (12
US.C. 1716) and section 301(b)(3) of the Federal
Home Loan Mortgage Corporation Act (12 U.S.C.
1451 note) to undertake activities relating to mort-
gages on housing for very low-, low-, and moderate-
mcome families involving a reasonable economic re-
turn that may be less than the return earned on other
actwvities, each enterprise shall have the duty to in-
crease the Liquidity of mortgage investments and im-
prove the distribution of investment capital available
Jor mortgage financing for underserved markets by
purchasing or securitizing mortgage investments.

“(2) UNDERSERVED MARKETS.—To meet its
duty under paragraph (1), each enterprise shall com-
ply with the following requirements with respect to

the following underserved markets:
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“(A) MANUFACTURED HOUSING.—The en-
terprise shall lead the wndustry in developing
loan products and flexible underwriting guide-
lines to facilitate a secondary market for mort-
gages on manufactured homes for very low-, low-
, and moderate-income famalies.

“(B) AFFORDABLE HOUSING PRESERVA-
TION.—The enterprise shall lead the industry in
developing loan products and flexible under-
writing guidelines to facilitate a secondary mar-
ket to preserve housing affordable to wvery
low-, low-, and wmoderate-income famalies, in-
cluding housing projects subsidized under—

“(1) the project-based and tenant-based
rental assistance programs under section 8
of the United States Housing Act of 1937;

“(11) the program under section 236 of
the National Housing Act;

“tine) the below-market interest rate
mortgage program under section 221(d)(4)
of the National Housing Act;

“(iw) the supportive housing for the el-
derly program wunder section 202 of the

Housing Act of 1959;
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“(v) the supportive housing program

Jor persons with disabilities under section

811 of the Cranston-Gonzalez National Af-

Jordable Housing Act;

“(v1) the programs under title IV of the

McKinney-Vento Homeless Assistance Act

(42 U.S.C. 11361 et seq.), but only perma-

nent supportive housing projects subsidized

under such programs; and
“(vir) the rural rental housing pro-
gram under section 515 of the Housing Act

of 1949.

“(C) RURAL AND OTHER UNDERSERVED
MARKETS.—The enterprise shall lead the indus-
try in developing loan products and flexible un-
derwriting guidelines to facilitate a secondary
market for mortgages on housing for very
low-, low-, and moderate-income families in
rural areas, and for mortgages for housing for
any other underserved market for very low-, low-
, and moderate-income families that the Director
wdentifies as lacking adequate credit through con-
ventional lending sources. Such underserved
markets may be identified by borrower type,

market segment, or geographic area.”; and
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(5) by adding at the end the following new sub-

section:
“(¢) EVALUATION AND REPORTING OF COMPLIANCE.—

“(1) IN GENERAL.—Not later than 6 wmonths
after the effective date of the Federal Housing Finance
Regulatory Reform Act of 2008, the Director shall es-
tablish a manner for evaluating whether, and the ex-
tent to whach, the enterprises have complied with the
duty under subsection (a) to serve underserved mar-
kets and for rating the extent of such compliance.
Using such method, the Director shall, for each year,
evaluate such compliance and rate the performance of
each enterprise as to extent of compliance. The Direc-
tor shall include such evaluation and rating for each
enterprise for a year in the report for that year sub-
mitted pursuant to section 1319B(a).

“(2) SEPARATE EVALUATIONS.—In determining
whether an enterprise has complied with the duty re-
ferred to in paragraph (1), the Director shall sepa-
rately evaluate whether the enterprise has complied
with such duty with respect to each of the underserved
markets identified in subsection (a), taking into con-
sideration—

“(A) the development of loan products and

more flexible underwriting guidelines;
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“(B) the extent of outreach to qualified loan

sellers i each of such underserved markets; and
“(C) the volume of loans purchased in each
of such underserved markets.

“(3) MANUFACTURED HOUSING MARKET.—In de-
termining whether an enterprise has complied with
the duty under subparagraph (A) of subsection (a)(2),
the Director may consider loans secured by both real
and personal property.”.

(b) ENFORCEMENT.—Subsection (a) of section 1336 of

the Housing and Community Development Act of 1992 (12
U.S.C. 4566(a)) is amended—

(1) in paragraph (1), by inserting “and with the
duty under section 1335(a) of each enterprise with re-
spect to underserved markets,” before “as provided in
this section”™; and

(2) by adding at the end of such subsection, as
amended by the preceding provisions of this subtitle,
the following new paragraph:

“(4) ENFORCEMENT OF DUTY TO PROVIDE MORT-
GAGE CREDIT TO UNDERSERVED MARKETS.—The duty
under section 1335(a) of each enterprise to serve un-
derserved markets (as determined i accordance with
section 1335(c)) shall be enforceable under this section

to the same extent and under the same provisions that
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the housing goals established under this subpart are
enforceable. Such duty shall not be enforceable under
any other provision of this title (including subpart C
of this part) other than this section or under any pro-
vision of the Federal National Mortgage Association
Charter Act or the Federal Home Loan Mortgage Cor-
poration Act.”.
SEC. 1130. MONITORING AND ENFORCING COMPLIANCE
WITH HOUSING GOALS.
(a) IN GENERAL.—RSection 1336 of the Federal Hous-
g Enterprises Financial Safety and Soundness Act of
1992 (12 U.8.C. 4566) is amended by striking subsections
(b) and (c) and inserting the following:
“(b) NOTICE AND PRELIMINARY DETERMINATION OF
FAILURE TO MEET GOALS.—
“(1) NoriCE.—If the Director preliminarily de-
termines that an enterprise has failed, or that there
18 a substantial probability that an enterprise wnll
faal, to meet any housing goal under this subpanrt, the
Director shall provide written notice to the enterprise
of such a preliminary determination, the reasons for
such determination, and the information on whach the
Director based the determination.

“(2) RESPONSE PERIOD.—
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“(A) IN GENERAL.—During the 30-day pe-
riod beginning on the date on which an enter-
prise 1s provided notice under paragraph (1), the
enterprise may submit to the Director any writ-
ten information that the enterprise considers ap-
propriate for consideration by the Director in fi-
nally determining whether such failure has oc-
curred or whether the achievement of such goal
was or is feasible.

“(B) EXTENDED PERIOD.—The Director
may extend the period under subparagraph (A)
Jor good cause for not more than 30 additional
days.

“(C) SHORTENED PERIOD.—The Director
may shorten the period under subparagraph (A)
Jor good cause.

“(D) FAILURE TO RESPOND.—The failure of
an enterprise to provide information during the
30-day period under this paragraph (as extended
or shortened) shall waive any right of the enter-
prise to comment on the proposed determination
or action of the Director.

“(3) CONSIDERATION OF INFORMATION AND

FINAL DETERMINATION.—
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“(A) IN GENERAL.—After the expiration of
the response period under paragraph (2), or
upon receipt of information provided during
such period by the enterprise, whichever occurs
earlier, the Director shall issue a final deter-
mination on—

“(1) whether the enterprise has failed,
or there is a substantial probability that the
enterprise will fail, to meet the housing
goal; and

“(1n) whether (taking into consider-
ation market and economic conditions and
the financial condition of the enterprise) the
achievement of the housing goal was or is
feasible.

“(B) CONSIDERATIONS.—In making a final
determination under subparagraph (A), the Di-
rector shall take into consideration any relevant
mformation submaitted by the enterprise during
the response period.

“(C) Norice.—The Director shall provide

written notice, including a response to any in-

Jormation submatted during the response period,

to the enterprise, the Commaittee on Banking,

Housing, and Urban Affairs of the Senate, and
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1 the Commaittee on Financial Services of the
2 House of Representatives, of—

3 “(1) each final determination under
4 this  paragraph that an enterprise has
5 Jailed, or that there is a substantial prob-
6 ability that the enterprise will faal, to meet
7 a housing goal;

8 “(11) each final determination that the
9 achievement of a housing goal was or is fea-
10 sible; and

11 “(iir) the reasons for each such final
12 determination.

13 “(c) CEASE AND DESIST, CIviL. MONEY PENALTIES,

14 AND REMEDIES INCLUDING HOUSING PLANS.—

15 “(1) REQUIREMENT.—If the Director finds, pur-
16 suant to subsection (b), that there is a substantial
17 probability that an enterprise will fail, or has actu-
18 ally failed, to meet any housing goal under this sub-
19 part, and that the achievement of the housing goal
20 was or is feasible, the Director may requirve that the
21 enterprise submit a housing plan under this sub-
22 section. If the Director makes such a finding and the
23 enterprise refuses to submit such a plan, submits an
24 unacceptable plan, fails to comply with the plan, or
25 the Director finds that the enterprise has failed to
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meet any housing goal under this subpart, in addi-
tion to requiring an enterprise to submit a housing
plan, the Director may issue a cease and desist order
- accordance with section 1341, 1mpose civil money
penalties i accordance with section 1345, or order
other remedies as set forth in paragraph (7).

“(2) HOUSING PLAN.—If the Director requires a
housing plan under this subsection, such a plan shall
be—

“(A) a feasible plan describing the specific
actions the enterprise will take—
“(1) to achieve the goal for the next cal-
endar year; and
“(1n) af the Director determines that
there is a substantial probability that the
enterprise will fail to meet a goal in the
current year, to make such improvements
and changes in its operations as are reason-
able in the remainder of such year; and
“(B) sufficiently specific to enable the Di-
rector to monitor compliance periodically.

“(3) DEADLINE FOR SUBMISSION.—The Director

shall establish a deadline for an enterprise to comply
with any remedial action or submit a housing plan

to the Director, which may not be more than 45 days
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after the enterprise is provided notice. The Director
may extend the deadline to the extent that the Direc-
tor determines necessary. Any extension of the dead-
line shall be i writing and for a time certain.

“(4) APPROVAL.—The Director shall review each
submission by an enterprise, including a housing
plan submitted under this subsection, and, not later
than 30 days after submaission, approve or disapprove
the plan or other action. The Director may extend the
period for approval or disapproval for a single addi-
tional 30-day period if the Divector determaines it nec-
essary. The Dirvector shall approve any plan that the
Director determines is likely to succeed, and conforms
with the Federal National Mortgage Association
Charter Act or the Federal Home Loan Mortgage Cor-
poration Act (as applicable), this title, and any other
applicable provision of law.

“(5) NOTICE OF APPROVAL AND DISAPPROVAL.—
The Director shall provide written notice to any en-
terprise submitting a housing plan of the approval or
disapproval of the plan (which shall include the rea-
sons for any disapproval of the plan) and of any ex-
tension of the period for approval or disapproval.

“(6) RESUBMISSION.—If the initial housing plan

submaitted by an enterprise under this section is dis-
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approved, the enterprise shall submit an amended
plan acceptable to the Director not later than 15 days
after such disapproval, or such longer period that the
Director determines is in the public interest.

“(7) ADDITIONAL REMEDIES FOR FAILURE TO
MEET GOALS.—In addition to ordering a housing
plan under this section, issuing cease and desist or-
ders under section 1341, and ordering civil money
penalties under section 1345, the Director may—

“(A) seek other actions when an enterprise

Jails to meet a goal; and

“(B) exercise appropriate enforcement au-
thority available to the Director under this Act.”.

(b) CONFORMING AMENDMENT.—The heading for sub-

part C of part 2 of subtitle A of the Federal Housing Enter-
prises Financial Safety and Soundness Act of 1992 s

amended to read as follows:

“Subpart C—Enforcement”.
(¢) CEASE AND DESIST PROCEEDINGS .—
(1) REPEAL.—Section 1341 of the Federal Hous-
g Enterprises Financial Safety and Soundness Act
of 1992 (12 U.S.C. 4581) 1s hereby repealed.
(2) CEASE AND DESIST PROCEEDINGS.—The

Federal Housing Enterprises Financial Safety and
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Soundness Act of 1992 1s amended by inserting before

section 1342 the following:
“SEC. 1341. CEASE AND DESIST PROCEEDINGS.

“la) GROUNDS FOR ISSUANCE.—The Director may
wssue and serve a notice of charges under this section upon

an enterprise if the Dirvector determines that—

O o0 9 AN U Bk~ W

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

“(1) the enterprise has failed to meet any hous-
g goal established under subpart B, following «a
written notice and determination of such failure in
accordance with section 13306;

“(2) the enterprise has failed to submit a report
under section 1327, following a notice of such failure,

an opportunity for comment by the enterprise, and a

Jinal determination by the Director;

“(3) the enterprise has failed to submat the infor-
mation required under subsection (m) or (n) of sec-
tion 309 of the Federal National Mortgage Association
Charter Act, subsection (e) or (f) of section 307 of the
Federal Home Loan Mortgage Corporation Act, or
section 1337 of thas title;

“(4) the enterprise has violated any provision of
part 2 of this title or any order, rule, or regulation
under part 2;

“(5) the enterprise has failed to submit a hous-

mg plan or perform its responsibilities under a reme-
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dial order that substantially complies with section
1336(c) within the applicable period; or

“(6) the enterprise has failed to comply with a
housing plan under section 1336(c).

“(b) PROCEDURE.—

“(1) NOTICE OF CHARGES.—Each notice of
charges issued under this section shall contain «a
statement of the facts constituting the alleged conduct
and shall fix a time and place at which a hearing
will be held to determane on the record whether an
order to cease and desist from such conduct should
18sue.

“(2) ISSUANCE OF ORDER.—If the Director finds
on the record made at a hearing described in para-
graph (1) that any conduct specified in the notice of
charges has been established (or the enterprise con-
sents pursuant to section 1342(a)(4)), the Director
may issue and serve upon the enterprise an order re-
quiring the enterprise to—

“(A) comply with the goals;

“(B) submit a report under section 1327;

“(C) comply with any provision of part 2
of this title or any order, rule, or regulation

under part 2;
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“(D) submit a housing plan tn compliance
with section 1336(c);
“(E) comply with the housing plan in com-
pliance with section 1336(c); or
“(F) provide the information required
under subsection (m) or (n) of section 309 of the
Federal National Mortgage Association Charter
Act, or subsection (e) or (f) of section 307 of the
Federal Home Loan Mortgage Corporation Act.
“(c¢) KFFECTIVE DATE—An order under this section
shall become effective upon the expiration of the 30-day pe-
riod beginning on the date of service of the order upon the
enterprise (except in the case of an order issued upon con-
sent, which shall become effective at the time specified there-
wm), and shall remain effective and enforceable as provided
wm the order, except to the extent that the order 1s stayed,
modified, terminated, or set aside by action of the Director
or otherwise, as provided wn this subpart.”.
(d) Crvi. MONEY PENALTIES.—
(1) REPEAL.—Section 1345 of the Federal Hous-
g Enterprises Financial Safety and Soundness Act
of 1992 (12 U.S.C. 4585) is hereby repealed.
(2) CIviL MONEY PENALTIES.—The Federal

Housing Enterprises Financial Safety and Soundness
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Act of 1992 1s amended by inserting after section
1344 the following:
“SEC. 1345. CIVIL MONEY PENALTIES.
“la) AuTHORITY.—The Director may impose a civil
money penalty, in accordance with the provisions of this

section, on any enterprise that has failed to—

“(1) meet any housing goal established under
subpart B, following a written notice and determina-
tion of such failure in accordance with section
1336(b);

“(2) submat a report under section 1327, fol-
lowing a notice of such failure, an opportunity for
comment by the enterprise, and a final determination
by the Director;

“(3) submit the information required under sub-
section (m) or (n) of section 309 of the Federal Na-
tional Mortgage Association Charter Act or subsection
(e) or (f) of section 307 of the Federal Home Loan
Mortgage Corporation Act;

“(4) comply with any provision of part 2 of this
title or any order, rule, or regulation under part 2;

“(5) submat a housing plan or perform its re-
sponsibilities under a remedial order issued pursuant

to section 1336(c) within the required period; or
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“(6) comply with a housing plan for the enter-
prise under section 1336(c).

“(b) AMOUNT OF PENALTY.—The amount of a penalty
under this section, as determained by the Director, may not
exceed—

“(1) for any failure described in paragraph (1),
(5), or (6) of subsection (a), $100,000 for each day
that the failure occurs; and

“(2) for any failure described in paragraph (2),
(3), or (4) of subsection (a), $50,000 for each day that
the failure occurs.

“(¢) PROCEDURES.—

“(1) ESTABLISHMENT.—The Director shall estab-
lish standards and procedures governing the 1mposi-
tion of civil money penalties under this section. Such
standards and procedures—

“(A) shall provide for the Director to notify
the enterprise in writing of the determination of
the Director to impose the penalty, which shall
be made on the record;

“(B) shall provide for the 1mposition of a
penalty only after the enterprise has been given
an opportunity for a hearing on the record pur-

suant to section 134.2; and
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“(C) may provide for review by the Director
of any determination or order, or interlocutory
ruling, arising from a hearing.

“(2) FACTORS IN DETERMINING AMOUNT OF PEN-
ALTY.—In determining the amount of a penalty
under this section, the Director shall give consider-
ation to factors including—

“(A) the gravity of the offense;

“(B) any hastory of prior offenses;

“(C) ability to pay the penalty;

“(D) ingury to the public;

“(E) benefits recerved;

“(F) deterrence of future violations;

“(G) the length of time that the enterprise
should reasonably take to achieve the goal; and

“(H) such other factors as the Director may
determane, by regulation, to be appropriate.

“(d) ActioN To COLLECT PENALTY.—If an enterprise

19 fails to comply with an order by the Director imposing a

20
21
22
23
24
25

cwil money penalty under this section, after the order is
no longer subject to review, as provided in sections 1342
and 1343, the Director may bring an action in the United
States District Court for the District of Columbia to obtain
a monetary judgment against the enterprise, and such other

relief as may be available. The monetary judgment may,
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wm the court’s discretion, include the attorneys’ fees and
other expenses incurred by the United States in connection
with the action. In an action under this subsection, the va-
lidity and appropriateness of the order vmposing the pen-
alty shall not be subject to review.

“le) SETTLEMENT BY DIRECTOR.—The Director may
compromase, modify, or remit any civil money penalty
which may be, or has been, imposed under this section.

“(f) DEPOSIT OF PENALTIES.—The Director shall use
any ciwil money penalties collected under this section to
help fund the Housing Trust Fund established under section
1338.”.

(¢) DIRECTOR AUTHORITY.—

(1) AUTHORITY TO BRING A CIVIL ACTION.—Sec-
tion 1344(a) of the Federal Housing Enterprises Fi-
nancial Safety and Soundness Act of 1992 (12 U.S.C.
4584) 1s amended by striking “The Secretary may re-
quest the Attorney General of the United States to
bring a civil action” and inserting “The Director
may bring a civil action”.

(2) SUBPOENA ENFORCEMENT.—Section 1348(c)
of the Federal Housing Enterprises Financial Safety
and Soundness Act of 1992 (12 U.S.C. 4588(c)) s
amended by inserting “may bring an action or” be-

fore “may request”.
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(3) CONFORMING AMENDMENTS.—Subpart C of
part 2 of sublitle A of the Federal Housing Enter-

prises Financial Safety and Soundness Act of 1992

(12 U.S.C. 4581 et seq.) is amended by striking “Sec-

retary” each place that term appears and inserting

“Director” i each of—

(A) section 1342 (12 U.S.C. 4582);

(B) section 1343 (12 U.S.C. 4583);

(C) section 1346 (12 U.S.C. 4586);

(D) section 1347 (12 U.S.C. 4587); and

(E) section 1348 (12 U.S.C. 4588).
SEC. 1131. AFFORDABLE HOUSING PROGRAMS.

(a) REPEAL.—RSection 1337 of the Federal Housing
Enterprises Financial Safety and Soundness Act of 1992
(12 U.S.C. 4567) 1s hereby repealed.

(b) ANNUAL HOUSING REPORT.—The Federal Housing
Enterprises Financial Safety and Soundness Act of 1992
(12 U.S.C. 1301 et seq.) is amended by inserting after sec-
tion 1336 the following:

“SEC. 1337. AFFORDABLE HOUSING ALLOCATIONS.

“la) SET ASIDE AND ALLOCATION OF AMOUNTS BY
ENTERPRISES.—Subject to subsection (b), in each fiscal
year—

“(1) the Federal Home Loan Mortgage Corpora-

tion shall—
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“(A) set aside an amount equal to 4.2 basis
pownts for each dollar of the unpaid principal
balance of its total new business purchases; and

“(B) allocate or otherwise transfer—

“(1) 65 percent of such amounts to the
Secretary of Housing and Urban Develop-
ment to fund the Housing Trust Fund es-
tablished under section 1338; and

“(1n) 35 percent of such amounts to
Sfund the Capital Magnet Fund established
pursuant to section 1339; and

“(2) the Federal National Mortgage Association
shall—

“(A) set aside an amount equal to 4.2 basis
poiwnts for each dollar of unpaid principal bal-
ance of its total new business purchases; and

“(B) allocate or otherwise transfer—

“(1) 65 percent of such amounts to the
Secretary of Housing and Urban Develop-
ment to fund the Housing Trust Fund es-
tablished under section 1338; and

“(1n) 35 percent of such amounts to
Sfund the Capital Magnet Fund established

pursuant to section 1339.
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“(b) SUSPENSION OF CONTRIBUTIONS.—The Director
shall temporarily suspend allocations under subsection (a)
by an enterprise upon a finding by the Director that such
allocations—

“(1) are contributing, or would contribute, to the

Sfinancial instability of the enterprise;

“(2) are causing, or would cause, the enterprise
to be classified as undercapitalized; or

“(3) are preventing, or would prevent, the enter-
prise from successfully completing a capital restora-
tion plan under section 1369C.

“(¢) PROHIBITION OF PASS-THROUGH OF COST OF AL-
LOCATIONS.—The Director shall, by regulation, prohibit
each enterprise from redirecting the costs of any allocation
required under this section, through increased charges or
fees, or decreased premiums, or in any other manner, to

the originators of mortgages purchased or securitized by the

enterprise.
“(d) ENFORCEMENT OF REQUIREMENTS ON ENTER-
PRISE.—Compliance by the enterprises with the require-

ments under this section shall be enforceable under subpart
C. Any reference in such subpart to this part or to an order,
rule, or requlation under this part specifically includes this
section and any order, rule, or regulation under this sec-

tion.
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“le) REQUIRED AMOUNT FOR HOPE RESERVE
FunD.—Of the aggregate amount allocated under subsection
(a), 25 percent shall be deposited into a fund established
wm the Treasury of the Unated States by the Secretary of
the Treasury for such purpose.

“(f) LIMITATION.—No funds under this title may be
used wn congunction with property taken by eminent do-
main, unless eminent domain 1s employed only for a public
use, except that, for purposes of this section, public use shall
not be construed to include economic development that pri-
manrily benefits any private entity.

“SEC. 1338. HOUSING TRUST FUND.

“la) ESTABLISHMENT AND PURPOSE.—The Secretary
of Housing and Urban Development (in this section referred
to as the ‘Secretary’) shall establish and manage a Housing
Trust Fund, which shall be funded with amounts allocated
by the enterprises under section 1337 and any amounts as
are or may be appropriated, transferred, or credited to such
Housing Trust Fund under any other provisions of law.
The purpose of the Housing Trust Fund under this section
18 to provide grants to States for use—

“(1) to increase and preserve the supply of rental
housing for extremely low- and very low-income famai-

lies, including homeless families; and
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“(2) to increase homeownership for extremely
low- and very low-income famailies.

“(b) ALLOCATIONS FOR HOPE BOND PAYMENTS.—

“(1) IN GENERAL.—Notuithstanding subsection
(c), to help address the mortgage crisis, of the
amounts allocated pursuant to clauses (1) and (1) of
section 1337(a)(1)(B) and clauses (1) and (i1) of sec-
tion 1337(a)(2)(B) in excess of amounts described in
section 1337(e)—

“(A) 100 percent of such excess shall be used
to resmburse the Treasury for payments made
pursuant to section 257(w)(1)(C) of the National
Housing Act in calendar year 2009;

“(B) 50 percent of such excess shall be used
to revmburse the Treasury for such payments in
calendar year 2010; and

“(C) 25 percent of such excess shall be used
to revmburse the Treasury for such payments in
calendar year 2011.

“(2) EXCESS FUNDS.—At the termination of the
HOPE for Homeowners Program established under
section 257 of the National Housing Act, if amounts
used to revmburse the Treasury under paragraph (1)
exceed the total net cost to the Government of the

HOPE for Homeowners Program, such amounts shall
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be used for thewr original purpose, as described in
paragraphs (1)(B) and (2)(B) of section 1337(a).

“(3) TREASURY FUND.—The amounts referred to
- subparagraphs (A) through (C) of paragraph (1)
shall be deposited into a fund established in the
Treasury of the United States by the Secretary of the
Treasury for such purpose.

“(c¢) ALLOCATION FOR HOUSING TRUST FUND IN FIS-

CAL YEAR 2010 AND SUBSEQUENT YEARS.—

“(1) IN GENERAL—Except as provided in sub-
section (D), the Secretary shall distribute the amounts
allocated for the Housing Trust Fund under this sec-
tion to provide affordable housing as described in this
subsection.

“(2) PERMISSIBLE DESIGNEES.—A State receiv-
g grant amounts under this subsection may des-
ignate a State housing finance agency, housing and
community development entity, tribally designated
housing entity (as such term is defined in section 4
of the Native American Housing Assistance and Self-
Determanation Act of 1997 (25 U.S.C. 4103)), or any
other qualified instrumentality of the State to receive
such grant amounts.

“(3) DISTRIBUTION TO STATES BY NEEDS-BASED

FORMULA.—
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“(A) IN GENERAL.—The Secretary shall, by

requlation, establish a formula within 12 months

of the date of enactment of the Federal Housing

Finance Regulatory Reform Act of 2008, to dis-

tribute amounts made available under this sub-

section to each State to provide affordable hous-

mg  to extremely low- and very low-income

households.

“(B) BASIS FOR FORMULA.—The formula

required under subparagraph (A) shall include

the following:

*HR 3221 EAS

“(1) The ratio of the shortage of stand-
ard rental units both affordable and avail-
able to extremely low-income renter house-
holds in the State to the aggregate shortage
of standard rental units both affordable and
avarlable to extremely low-income renter
households in all the States.

“(11) The ratio of the shortage of stand-
ard rental units both affordable and avail-
able to very low-income renter households in
the State to the aggregate shortage of stand-
ard rental units both affordable and avail-
able to very low-income renter households in

all the States.
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“(1i) The ratio of extremely low-in-
come renter households in the State lLiving
with evther (I) incomplete kitchen or plumb-
g facilities, (II) more than 1 person per
room, or (III) paying more than 50 percent
of income for housing costs, to the aggregate
number of extremely low-income renter
households living with either (IV) incom-
plete Fkitchen or plumbing facilities, (V)
more than 1 person per room, or (VI) pay-
g more than 50 percent of income for
housing costs in all the States.

“tw) The ratio of wvery low-income
renter households in the State paying more
than 50 percent of income on rent relative
to the aggregate number of very low-income
renter households paying more than 50 per-
cent of income on rent in all the States.

“(v) The resulting sum calculated from
the factors described in clauses (i) through
(1v) shall be multiplied by the relative cost
of construction in the State. For purposes of
this subclause, the term ‘cost of construc-

tion—
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“(I) means the cost of construction
or building rehabilitation in the State
relative to the national cost of con-
struction  or bwilding rehabilitation;
and

“(II) shall be calculated such that
values higher than 1.0 indicate that the
State’s construction costs are higher
than the national average, a value of
1.0 indicates that the State’s construc-
tion costs are exactly the same as the
national average, and values lower
than 1.0 indicate that the State’s cost
of construction are lower than the na-
tional average.

“(C)  Prroriry—The formula required
under subparagraph (A) shall give priovity em-
phasis and consideration to the factor described
m subparagraph (B)(1).

“(4) ALLOCATION OF GRANT AMOUNTS.—

“(A) NoricE.—Not later than 60 days after
the date that the Secretary determines the for-
mula amounts described in paragraph (3), the

Secretary shall caused to be published in the
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Federal Register a notice that such amounts
shall be so available.

“(B) GRANT AMOUNT.—In each fiscal year
other than fiscal year 2009, the Secretary shall
make a grant to each State in an amount that
18 equal to the formula amount determined under
paragraph (3) for that State.

“(C) MINIMUM STATE ALLOCATIONS.—If the
Jormula amount determined wunder paragraph
(3) for a fiscal year would allocate less than
$3,000,000 to any State, the allocation for such
State shall be $3,000,000, and the increase shall
be deducted pro rata from the allocations made
to all other States.

“(5) ALLOCATION PLANS REQUIRED.—

“(A) IN GENERAL.—For each year that a
State or State designated entity receives a grant
under this subsection, the State or State des-
wgnated entity shall establish an allocation plan.
Such plan shall—

“(1) set forth a plan for the distribu-
tion of grant amounts received by the State
or State designated entity for such year;

“(1n) be based on priority housing

needs, as determined by the State or State
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designated entity in  accordance with the
requlations established —under — subsection
(9)(2)(C);
“(111) comply with paragraph (6); and
“(iw) anclude performance goals that
comply with the requirements established by
the Secretary pursuant to subsection (g)(2).

“(B) ESTABLISHMENT.—In establishing an

allocation plan under this paragraph, a State or

State designated entity shall—

“(1) notify the public of the establish-
ment of the plan;

“(11) provide an opportunity for public
comments regarding the plan;

“(111) consider any public comments
received regarding the plan; and

“(iv) make the completed plan avail-
able to the public.

“(C) CONTENTS.—An allocation plan of «a

State or State designated entity under this para-

graph shall set forth the requirements for eligible

recipients under paragraph (8) to apply for such

grant amounts, including a requirement that

each such application include—
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“(1) a description of the eligible activi-
ties to be conducted using such assistance;
and

“(1n) a certification by the eligible re-
cipient applying for such assistance that
any housing wunits assisted with such assist-
ance will comply with the requirements
under this section.

“(6) SELECTION OF ACTIVITIES FUNDED USING
HOUSING TRUST FUND GRANT AMOUNTS.—Grant
amounts recerved by a State or State designated enti-
ty under this subsection may be used, or committed
Jor use, only for actiwities that—

“(A) are eligible under paragraph (7) for
such use;

“(B) comply with the applicable allocation
plan of the State or State designated entity
under paragraph (5); and

“(C) are selected for funding by the State or
State designated entity in accordance with the
process and criteria for such selection established
pursuant to subsection (g)(2)(C).

“(7) ELIGIBLE ACTIVITIES.—Grant amounts al-

located to a State or State designated entity under
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thas subsection shall be eligible for use, or for commat-

ment for use, only for assistance for—

“(A) the production, preservation, and reha-
Dilatation of rental housing, including housing
under the programs identified in  section
1335(a)(2)(B) and for operating costs, except
that not less than 75 percent of such grant
amounts shall be used for the benefit only of ex-
tremely low-income famalies and not more than
25 percent for the benefit only of very low-in-
come famalies; and

“(B) the production, preservation, and re-
habilitation of housing for homeownership, in-
cluding such forms as down payment assistance,
closing cost assistance, and assistance for interest
rate buy-downs, that—

“(1) 1s available for purchase only for
use as a principal residence by famailies that
qualify both as—

“(I) extremely low- and very low-
mcome families at the times described

m subparagraphs (A) through (C) of

section 215(b)(2) of the Cranston-Gon-

zalez National Affordable Housing Act

(42 U.S.C. 12745(b)(2)); and
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“(II) first-time homebuyers, as
such term 1s defined in section 104 of
the Cranston-Gonzalez National Af-

fordable Housing Act (42 U.S.C.

12704), except that any reference in

such section to assistance under title 11

of such Act shall for purposes of this

subsection be considered to refer to as-
sistance from affordable housing fund
grant amounts;

“(11) has an initial purchase price that
meets the requirements of section 215(D)(1)
of the Cranston-Gonzalez National Afford-
able Housing Act;

“(11) 1s subject to the same resale re-
strictions  established — under — section
215(b)(3) of the Cranston-Gonzalez National
Affordable Housing Act and applicable to
the participating jurisdiction that s the
State in which such housing s located; and

“iv) 1s made available for purchase
only by, or in the case of assistance under
this subsection, 1s made available only to
homebuyers who have, before purchase com-

pleted a program of independent financial
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education and counseling from an eligible

organization that meets the requirements of

section 132 of the Federal Housing Finance

Regulatory Reform Act of 2008.

“(8) ELIGIBLE RECIPIENTS.—Grant amounts al-
located to a State or State designated entity under
this subsection may be provided only to a recipient
that s an organization, agency, or other entity (in-
cluding a for-profit entity or a nonprofit entity)
that—

“(4) has demonstrated experience and ca-
pacity to conduct an eligible activity under
paragraph (7), as evidenced by its ability to—

“(t) own, construct or rehabilitate,
manage, and operate an affordable multi-
Jamily rental housing development;

“(1n) design, construct or rehabilitate,
and market affordable housing for home-
ownership; or

“(1ir) provide forms of assistance, such
as down payments, closing costs, or interest
rate buy-downs for purchasers;

“(B) demonstrates the ability and financial
capacity to undertake, comply, and manage the

eligible actwity;
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“(C) demonstrates its familiarity with the
requirements of any other Federal, State, or local
housing program that will be used in conjunc-
tion with such grant amounts to ensure compli-
ance with all applicable requirements and regu-
lations of such programs; and

“(D) makes such assurances to the State or
State designated entity as the Secretary shall, by
requlation, require to ensure that the recipient
will comply with the requirements of this sub-
section during the entirve period that begins upon
selection of the recipient to receive such grant
amounts and ending upon the conclusion of all
activities under paragraph (8) that are engaged
m by the recipient and funded with such grant
amounts.

“(9) LIMITATIONS ON USE.—

“(A) REQUIRED AMOUNT FOR HOMEOWNER-
SHIP ACTIVITIES.—Of the aggregate amount allo-
cated to a State or State designated entity under
this subsection not more than 10 percent shall be
used for activities under subparagraph (B) of
paragraph (7).

“(B) DEADLINE FOR COMMITMENT OR

USE.—Grant amounts allocated to a State or
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State designated entity under this subsection
shall be used or commatted for use within 2 years
of the date that such grant amounts are made
available to the State or State designated entity.
The Secretary shall recapture any such amounts
not so used or committed for use and reallocate
such amounts under this subsection wn the first
year after such recapture.

“(C) USE OF RETURNS.—The Secretary
shall, by regulation, provide that any return on
a loan or other investment of any grant amount
used by a State or State designated entity to
provide a loan under this subsection shall be
treated, for purposes of availability to and use
by the State or State designated entity, as a
grant amount authorized under this subsection.

“(D) PrROHIBITED USES.—The Secretary
shall, by regulation—

“(1) set forth prohibited uses of grant
amounts allocated under this subsection,
which shall include use for—

“(1) political activities;
“(I1) advocacy;
“