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Update 
 

i. Tax Credit Extension Draws Increasing 
Attention  

Increasing media coverage has drawn attention to the reality that the 
$8000 first-time homebuyer tax credit will expire November 30, but 
that prospective purchasers need to act quickly to assure that they will 
qualify for the credit. To receive the credit, purchasers must actually 
close the transaction before December 1.  
 

Ways and Means Chairman Rangel (D-NY) has introduced legislation 
that would extend the benefit of the credit through 2010, but has 
limited eligibility for that extension to a limited group of potential 
purchasers. His bill (H.R. 3590) would make the credit available to 
individuals who have served in the military, Foreign Service or in the 
US intelligence community outside the US for 90 days or more during 
2009. They must also be first-time purchasers.  
 

NAR has sent a letter of support to the Chairman and has also urged 
him to include an extension of the first-time homebuyer credit when 
the full House considers that legislation. The House will likely require 
that any extension of the credit be "paid for." Paying for an extension of the current credit is said to "cost" just less 
than $1 Billion per month of extension.  
 

In the Senate, Senator Ben Cardin (D-MD) has sponsored S. 1678. It offers a straight extension of the credit for 6 
months. Majority Leader Harry Reid (D-NV) is a cosponsor, as is Senator Johnny Isakson (R-GA), an early advocate for a 
tax credit. The Senate does not yet have a strategy for moving that bill, as all revenue measures must originate in the 
House. 
 

NAR is working aggressively through its grassroots and also at the staff level to convince Congress to extend current law. 
NAR has called upon its 1.2 million members to urge Congress to extend the successful homebuyer tax credit into next year. 
REALTORS®, the leading advocates for homeownership and housing issues, have been writing to their Senators and 
Representatives to tell them of the successes with the tax credit thus far and to press them to extend and expand it now. To 
participate in this Call for Action, please click here or visit 
http://takeaction.realtoractioncenter.com/campaign/hbtc?qp_source=actionmargin.  
 

ii. Federal Reserve Board Extends Period for Purchasing Fannie Mae/Freddie Mac 
MBSs and Debt 

On September 23, 2009, the Federal Reserve Board (Fed) announced that economic activity is picking up, noting that 
there is increased activity in the housing sector. The Fed reaffirmed its ongoing program to purchase a total of $1.25 
trillion of Fannie Mae and Freddie Mac mortgage-backed securities and up to $200 billion of their debt. However, in 
recognition of the improving economic conditions and to promote return of private investment to these markets, the 
Fed has decided to spread its purchases over an additional three months, through the end of March 2010. Previously, 
the Fed had planned to complete these purchases by the end of 2009. 
 

On October 15, 2009, NAR submitted a letter to the Fed, Treasury and FHFA noting that that the manner in which the 
Fed unwinds the MBS program is critical to the housing and mortgage industries as well as the economy as a whole. In 
the letter NAR provided several recommendations for how the Fed could accomplish this as well as requesting a 
meeting. 
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iii. Fed Prevents Conflict between FHA and TILA 
On September 29, 2009, the Federal Reserve Board (the Fed) wrote to HUD Secretary Shaun Donovan to prevent a potential 
conflict between (i) the practice of requiring FHA borrowers to pay interest for the remainder of the month in which they 
pay-off their mortgage, and (ii) new restrictions in the Truth in Lending Act regulation (Reg Z) that took effect October 1, 
2009, for new loan applications. The new TILA rules restrict prepayment penalties for all higher priced mortgage loans 
(loans with interest at least 1.5 percentage points above the prime rate published by the Fed based on the Freddie Mac 
weekly interest rate survey). The Fed advised HUD that the FHA practice was not a prepayment penalty for purposes of the 
TILA regulations.  
 

The Fed action was triggered by NAR President Charles McMillan's letter of September 25, 2009, urging Fed Chairman Ben 
Bernanke to take action to avoid this obviously unintended consequence. If this conflict had not been resolved, many 
lenders would have refused to make higher-priced FHA loans to avoid the risk of a TILA violation, potentially denying credit 
to an estimated 20 percent of FHA single family borrowers. 
 

iv. HUD Releases Additional RESPA FAQs  

On October 7 and September 18, 2009, the Department of Housing and Urban Development (HUD) posted, on its 
official website, expanded FAQs on the new RESPA rule, including information on completing the new GFE and HUD-1 
which becomes mandatory on January 1, 2010. These most recent HUD releases of RESPA FAQs is part of a series of 
releases during the summer and includes a helpful Table of Contents for all of the FAQs issued by HUD on the new 
rule. 
 

v. Making FHA Loan Limits Permanent Crucial to Housing Recovery, Says NAR 
Making the current FHA loan limits permanent would ensure liquidity in the housing market and make mortgages more 
affordable for qualified buyers at a time when the market is showing signs of a fragile recovery, the National Association of 
REALTORS® testified to the House Subcommittee on Housing and Community Opportunity on October 8, 2009. 
 

Current FHA loan limits are as high as $729,750 in high cost areas, and are set to expire at the end of the year and revert to 
lower amounts, greatly hindering the housing recovery process. 
 

“NAR strongly supports making FHA loan limits permanent,” said Boyd Campbell, an NAR spokesperson and managing 
partner-associate broker of Century 21 in Lanham, Md. “FHA is more important than ever to homebuyers in the present 
market. In the wake of the collapsing private mortgage market, FHA has played a critical role in removing inventory from 
the market and stabilizing home prices."  
 

Present FHA housing market share is approaching 25 percent, significantly up from 3 percent two years ago. He urged the 
subcommittee to quickly consider legislation that would do that—H.R. 2483, introduced by committee members U.S. Reps. 
Brad Sherman (D-Calif.) and Gary Miller (R-Calif.). 
 

FHA is taking timely steps to protect taxpayers: implementing credit policy changes to enhance risk management; hiring a 
chief risk officer for the first time in the agency’s history; and shifting responsibility for mortgage brokers away from 
taxpayers to the lenders who use mortgage brokers. 
 

Campbell also called on Congress to add to appropriations legislation the funds necessary to update outmoded technology 
systems at FHA, and urged the Senate to pass H.R. 3146, sponsored by U.S. Reps. John Adler (D-N.J.) and Christopher Lee 
(R-N.Y.), to allow FHA the flexibility to hire appropriate staff and expert consultants. Such changes would help give 
consumers more affordable choices when purchasing a home, would help strengthen our communities, and would reduce 
inventory and stabilize home prices, Campbell said. 
 

vi. FHA Modernization Bill Passes the House 
The House passed, under unanimous consent, H.R. 3146, the "21st Century FHA Housing Act of 2009". This bill, 
introduced by Reps. Adler (D-NJ) and Lee (R-NY), provides additional resources to FHA to upgrade technology and hire 
additional qualified staff. The bill also makes some improvements in the areas of risk management, and provides 
flexibility for FHA to promote foreclosure prevention programs. This will ensure millions of Americans can maintain 
the dream of homeownership without requiring another emergency bailout. There is not yet a companion bill in the 
Senate. 
 

http://www.realtor.org/wps/wcm/connect/b308ea804fc4b9e783cbf7205f470b6e/government_affairs_hud_to_fed_092909.pdf?mod=ajperes&cacheid=b308ea804fc4b9e783cbf7205f470b6e&usedefaulttext=0&usedefaultdesc=0
http://www.realtor.org/wps/wcm/connect/dfd0b7004fbeeb98a42fa66bc7937a4b/government_affairs_bernanke_prepay_092509.pdf?mod=ajperes&cacheid=dfd0b7004fbeeb98a42fa66bc7937a4b&usedefaulttext=0&usedefaultdesc=0
http://www.hud.gov/offices/hsg/ramh/res/resparulefaqs.pdf
http://www.realtor.org/fedistrk.nsf/files/testim_fha_reserves_100809.pdf/$FILE/testim_fha_reserves_100809.pdf
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vii. FHA Delays Implementation of New Condominium Rules 
Mortgagee Letter 2009-19 provided guidance on the new approval process for condominium projects for mortgages 
insured by the Federal Housing Administration (FHA). The rule effectively places condominium projects in FHA's 203(b) 
Single Family Program. This new approval process was effective for all case numbers assigned on or after October 1, 
2009. However, the new effective date is for case numbers assigned on or after November 2, 2009. The site condo and 
manufactured housing condo project changes that have already taken effect are not affected by this delay. 
 

On July 31, 2009, NAR President Charles McMillan sent a letter to FHA Commissioner David Stevens recommending 
enhancements to the new condominium rule. Mr. McMillan also discussed NAR's recommendations at a meeting with 
the Commissioner on September 8, 2009. NAR is calling for: 1) a reduction in the owner-occupancy requirement, 2) 
eliminating or increasing the FHA concentration limit, 3) reducing the pre-sale requirement, and 4) clarification of the 
reserve study requirement. 
 

viii. NAR Calls for Enhancements to FHA Appraisal Rules 
As a follow up to a September 8, 2009, meeting with Federal Housing Administration (FHA) Commissioner David 
Stevens, NAR President Charles McMillan sent a letter to the Commissioner recommending enhancements to FHA 
appraisal policy. As FHA considers implementing components of the Home Valuation Code of Conduct (HVCC), NAR 
recommends that lenders be prohibited from using an appraisal report from any appraisal management company 
(AMC) where the lender or the lender's affiliate maintains an ownership stake. Further, FHA should ensure that AMCs 
have appropriate quality control procedures in place. NAR also recommends implementing a mechanism for 
complaints similar to the Independent Valuation Protection Institute (IVPI) that was to be implemented along with the 
HVCC. 
 

NAR also recommends eliminating the appraisal requirements for declining markets and aligning FHA appraisal 
requirements with those adopted by the GSEs. This will provide consistency across the real estate industry without 
causing harm to markets that are showing signs of improvement. Recommendations include eliminating the 
requirement for a second appraisal in certain markets and allowing appraisers to use comparable sales that are up to 
12 months old in all markets, including declining markets. 
 

ix. FHA Enhances Credit Policies, Announces Position of Chief Risk Officer 
Federal Housing Administration (FHA) Commissioner David H. Stevens announced plans to implement credit policy 
changes that will enhance the agency's risk management functions. FHA will hire a Chief Risk Officer for the first time 
in the FHA's history. Commissioner Stevens said "to be clear, the fund's reserves are sufficient to cover our future 
losses, so the FHA will not require taxpayer assistance or new Congressional action. That said, given the size and scope 
of the FHA and its importance to today's market, these risk management and credit policy changes are important 
steps in strengthening the FHA fund, by ensuring that lenders have proper and sufficient protections." 
 

FHA is implementing new policies in a mortgagee letter that will be effective January 1, 2010. The mortgagee letter 
will require audited financial statements by supervised mortgagees, modify the streamline finance process, and 
enhance appraiser independence. The streamline refinance process will include new requirements for seasoning, 
payment history, income verification, and demonstration of net tangible benefit to the borrower; provide for 
collection of credit score information when available; and to cap maximum loan-to-value (LTV) ratio at 125 percent. 
FHA will reaffirm existing policy on appraiser independence and geographic competence. Mortgage brokers and 
commission based lender staff will be prohibited from ordering appraisals. FHA's appraisal validity period will be 
reduced from six months to four. 
 

Through the rulemaking process FHA will make changes to mortgagee approval and participation process. Lenders 
seeking approval to originate underwrite, or service an FHA loan must meet the eligibility criteria for a supervised or 
non-supervised mortgagee. Mortgagees with this approval status must assume liability for all the loans they originate 
and/or underwrite. FHA plans to propose to increase the net worth requirement for approved mortgagees to 
approximately $1,000,000 up from the current $250,000 threshold.  
 

In a statement by President Charles McMillan, NAR applauds the recommended credit policy changes. Mr. McMillan 
said "The Federal Housing Administration is very important to the housing market". With this announcement, "FHA 
has taken some timely steps to protect taxpayer money." 

 

http://www.realtor.org/wps/wcm/connect/defc48004f0a02768a52ee0250570db4/government_affairs_ml_2009-19_enhance_073109.pdf?mod=ajperes&cacheid=defc48004f0a02768a52ee0250570db4&usedefaulttext=0&usedefaultdesc=0
http://www.hud.gov/news/release.cfm?content=pr09-177.cfm
http://www.realtor.org/press_room/news_releases/2009/09/fha_taxpayer
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x. Announcements  
The Real Estate Services program will host a forum titled “State of the Real Estate Industry”. Scheduled for Saturday, 
November 14 from 9:00am to 10:30am in Room 6A of the San Diego Convention Center, leading executives from  
major real estate firms will examine the current and future state of the real estate industry. Speakers include: 
 
 

 
 
 
 
 
 
 
 
 
 
 

Other events at the 2009 Annual Convention and Expo you may find interesting include: 
 

 “59 ½ Minutes: A Member & Director Update” 
When: Thursday, November 12 – 4:00pm to 4:59pm 
Where:  Manchester Grand Hyatt, Elizabeth Ballroom, Second Level 

 

 “Managing the Risks and Opportunities of the New Home Valuation Code of Conduct (HVCC)” 
When:  Friday, November 13 – 12:30pm to 2:00pm 
Where: San Diego Convention Center, Ballroom 20A 

 

 “An Hour with the FHA Commissioner” 
When: Saturday, November 14 – 12:00pm to 1:00pm 
Where:  San Diego Convention Center, Room 6A 

 

 “RESPA Update: Top 10 GFE and HUD-1 Questions”  
When: Sunday, November 15 – 1:30pm to 3:00pm 
Where:  San Diego Convention Center, Room 11A, Upper Level, Entrance 11B 

 

 

 
 
 

 
 
 
 
 
 
 

For more information on the Real Estate Service program at NAR, please visit www.realtor.org/res 
 

Real Estate Services Staff 
Ken Trepeta – Director, ktrepeta@realtors.org 
Kara Beigay – Communications Manager, kbeigay@realtors.org (Media contact) 
Patricia Tarhon – Project Coordinator, ptarhon@realtors.org 

Merle Whitehead 
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RealtyUSA 

Harley Rouda, Jr. 
CEO 

Real Living 

Helen Hanna Casey 
President 

Howard Hanna Casey 
Real Estate Services 

J. Lennox Scott 
Chairman & CEO 

John L. Scott Real Estate 

Monday, November 2 
 

Pending Home Sales 
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3rd Quarter Metro Home 
Prices/State Resales 

Monday, November 23 
 

October Existing Home Sales 
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