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2008 Federal Housing Policy Committee
National Association of REALTORS®
2008 REALTORS® Conference & Expo 
The Peabody Orlando
Plaza International H, Convention Level
Friday, November 7, 2008
9:00 AM - 11:30 AM

Chair: Lois Killebrew, Chattanooga, TN
Vice Chair: Dave Dalzell, Abilene, TX
Committee Liaison: Steve Brown, Dayton, OH

Committee Executive: Megan Booth/Jerry Nagy

I. Call To Order (NAR Ownership Disclosure & Conflict of Interest Policy)

II. Approval of 2008 MidYear Meeting Minutes (Minutes)

III. Guest Speakers
Bill White, Supervisory Loan Specialist, Loan Policy, Department of Veterans Affairs
Joanne Kuczma, Director, Home Mortgage Insurance Division, FHA 

IV. Discussion of 2009 Committee Goals

Purpose: 

Monitors and analyzes current and prospective federal housing issues affecting the FHA single-family (1-4 units) housing programs, HUD-assisted housing programs, the VA Home Loan Guaranty Program, the rural housing programs under the Rural Housing and Community Development Service, the Farmer MAC and the Farm Credit System, and federal budgetary policies and actions pertaining to each, and the Committee recommends appropriate public policies to address them.

Chair: Dave Dalzell (TX)
Vice Chair: John Anderson (MN)
Liaison: Lance Lacy (TX)

Goal #1: 
To enhance, maintain, and protect federal mortgage insurance programs.

Issues: 
The Housing and Economic Recovery Act (HERA) of 2008 provided for some major reforms of FHA. 

The Veterans’ Benefits Improvement Act of 2008 reforms VA Home Loan Guaranty program. 

Actions to be taken by Committee to Achieve Goal: 
The Committee will work with FHA and VA to assure these reforms are appropriately made.

Expected Outcome
FHA and VA become easier for homeowners to use, and provide a real benefit to American families.

Goal #2: 
To promote Federal Housing programs among REALTORS® and with the public.

Issues: 
Develop brochures and other promotional materials for easy distribution to REALTORS® and their clients.

Actions to be taken by Committee to Achieve Goal: 
Work with the Department of Veterans Affairs to publish a brochure on the VA Home Loan Guaranty Program

Working with the Texas Association of REALTORS®, publish the FHA brochure in Spanish

Expected Outcome:
Develop more brochures and training materials for REALTORS® about FHA and VA loan programs


V. Policy Issues and Discussion

1. Review of Seller Funded Downpayment Policy

The Federal Housing Policy Committee passed the following motion:

That NAR support reform of seller-funded downpayment assistance programs that provides benefits to consumers, including housing counseling, and ensures the safety and soundness of FHA.

Rationale: Many Committee members expressed strong concern about the prohibition included in the HERA bill. The Committee then discussed pending legislation - HR 6694, which would allow seller-funded downpayment assistance for certain borrowers. Committee members strongly wanted to see these programs continue, but understand that risks so the FHA fund must be minimized. In addition, the Committee discussed the need for housing counseling for borrowers using these programs. The Committee felt that counseling was a critical part of the process for these borrowers, and the current language of the bill which requires that counseling be "offered" was not . 

The final Committee vote was 26-3. The vote was upheld by the Leadership Team.
At C.A.R.’s October business meetings, the BOD took the following position:

That C.A.R., in conjunction with NAR, “SUPPORT” reform of seller-funded downpayment assistance programs that provide benefits to consumers, including housing counseling, and ensures the safety and soundness of FHA.


2. Credit Crisis and Impact on Real Estate

The past year has been a tumultuous one for financial institutions.  Wall Street has seen Bear Sterns bailed out, Fannie Mae and Freddie Mac placed under conservatorship, Merrill Lynch collapse, AIG bailed out, and numerous financial institutions sitting on the precipice of failure.  The Treasury had been addressing these issues one at a time; however, it soon became clear that putting one fire out at a time was not going to work.  

On September 17, the interest rate on U.S. Treasuries dropped to almost zero.  This happened because investors were pulling their money from other investments and putting it into U.S. Treasuries, the safest investment possible.  The fact that the return was almost zero was irrelevant to investors; it was the safety of the investment they were looking for.  This brought the financial and credit market to a complete stop.  Financial companies could no longer raise capital because no one was willing to invest in them.

Because of the freeze in capital, non-government mortgage and finance programs—such as GSE, FHA, VA and state programs—are extremely difficult to finance.  Some jumbo loans require as much as 25 to 30 percent down and can have an interest rate difference of 3 percent above conforming.  It is unknown if the secondary market can fully recover from the mortgage crisis fallout, and if it does, what will it look like.

The government has passed one $700 billion recovery plan, and there are discussions of another stimulus package prior to the end of the year and a second recovery plan early next year.


3. Global Climate Change PAG Report
The National Association of REALTORS is committed to the principles of sustainability and energy conservation, the benefits of which will preserve our environment and support our nation as a vibrant, healthy and prosperous place to live and work. While scientific research and debate on global climate change continues, government is promulgating laws and regulations with significant and far reaching implications for the real estate sector. 

NAR’s commitment to the environment is clearly visible in its Washington, DC office building, the first commercial building in the nation’s capitol to be LEED Silver certified. NAR’s Green Designation program will educate REALTORS to benefit their clients with energy efficiency and sustainability expertise. NAR’s Smart Growth program has provided grants and technical assistance for Smart Growth initiatives in communities nationwide. 

To help advance an economically prosperous and environmentally sustainable future, NAR is committed to supporting all commercially reasonable strategies with voluntary, performance-based incentives to reduce greenhouse gases. Market-based, cost effective solutions energize the nation’s entrepreneurial spirit and innovation in cutting emissions.

Development of public global climate change policy should be guided by the key principles of protecting private property rights, maintaining housing affordability and availability and NAR Smart Growth principles, which accommodate commercial and residential growth. Because environmental initiatives and responsible development are not mutually exclusive, the initiatives should not be barriers to the ability to own, use and transfer property.

We support regional, state and local approaches based on market principles to reduce greenhouse gases and to conserve energy.

We support solutions that encourage sustainable practices and energy efficiency through incentives such as expedited permitting and tax credits. We support voluntary programs and investments that incentivize retrofits, transportation, infrastructure, water availability, and risk management with regard to public global climate change policy.

We oppose transaction triggered mandates.

We oppose requirements that impose undue economic impact on property owners and managers.

We oppose the expanded applications of existing laws or regulations that were not designed to address global climate change. 

NAR supports educating real estate professionals, real estate owners, developers, managers, tenants, occupants, lenders and investors regarding the benefits of voluntary, market-based reductions in greenhouse gases and energy conservation.
C.A.R. Position
At the October business meetings of 2001, C.A.R. adopted the following Energy Policy Guidelines as proposed by the C.A.R. Energy Crisis Task Force.  

“Introduction:
While REALTORS® are not experts on the complexities of the energy issue, it is appropriate for C.A.R. to be involved by assessing energy-related proposals for their impact on property owners, housing affordability and the business environment.

Major Issue Areas for REALTORS® Involvement
1. Increasing Energy Supply
Support financial incentives for residential and business property owners who purchase and install on-site, power-generating energy systems, such as photovoltaic, solar and wind.  Such incentives include tax credits, low interest loans and rebates.

Support financial incentives for cities and counties who site new power plants, and retrofit existing plants to meet current environmental standards, within their jurisdictions.  Such incentives include rewards from the state general fund, and the ability of cities and counties to keep a substantial amount of the property tax derived from such plants.

Support a streamlined, expedited process for approving new plants, and retrofitting existing plants. 

Support the upgrade of existing energy transmission systems.

Oppose proposals that mandate on-site energy systems on private property without regard to environmental or cost effectiveness.

2. Reducing Energy Demand

Support financial incentives for residential and business property owners who retrofit their properties to be more energy efficient.  Such incentives include tax deductions/credits, low interest loans, rebates and exemptions from property tax reassessment.

Support consumer education and advertising of the benefits of energy conservation, including the incentive programs available from the state and energy utilities.

Support proposals to base the utility user’s tax on the energy used instead of the total dollar amount of the consumer’s energy bill.

Support the investigation of innovative ways to reduce peak energy use in existing residential and commercial buildings.

Oppose mandates that would require energy conservation retrofit at the point of sale of real property.

3. Creating an Equitable and Reliable Energy Market
Support a more efficient, reliable market for energy that stabilizes consumer costs and strives for financial parity between residential and business users.

Support prudent action by the state to achieve lower energy prices as new production comes on line.

In recognition of the state having taken the unusual step of buying energy during the crisis, the ultimate burden of retiring the debt should be borne equitably statewide.

VI. Legislative/Regulatory Updates 


1. FHA Reform
· The new FHA loan limit is simply 115 percent of each MSA’s median home price. 

· The cap is 150% of the conforming loan limit and the floor is 65 percent of the conforming loan limit.

· The new loan limits both FHA and GSE will not go into effect until January 1, 2009.

· The legislation will simplify FHA condo loans, reform the HECM program, increase FHA loan down payment to 3.5 percent (currently 3 percent), and prevent FHA from insuring loans that utilize seller-funded down payment assistance programs.


2. Hope for Homeowners
	Basic Consumer Facts about the HOPE for Homeowners Program

	What is the HOPE for Homeowners Program?
	This is a new program for borrowers at risk of default and foreclosure. The program provides new, 30-year, fixed rate mortgages that are insured by the Federal Housing Administration (FHA). 

It may help you refinance your mortgage into a more affordable payment. 
H4H is voluntary. Both lender(s) and borrower(s) must agree to participate. 

	When does H4H Begin?
	The program begins October 1, 2008 and ends September 30, 2011.

	Who is eligible?
	You should contact your lender to determine eligibility, but you may be eligible if, among other factors: 

The home is your primary residence, and you have no ownership interest in any other residential property, such as second homes. 

Your existing mortgage was originated on or before January 1, 2008 and you have made at least six payments.

You are not able to pay your existing mortgage without help.

As of March 2008, your total monthly mortgage payments due were more than 31 percent of your gross monthly income.

You certify that you have not been convicted of fraud in the past 10 years, intentionally defaulted on debts; and did not knowingly or willingly provide material false information to obtain existing mortgage(s).

	Who should I contact?
	FHA does not accept loan applications. Contact your existing lender or another FHA-approved lender to see if they are participating in the H4H program. Like all FHA programs, you can only apply through a participating lender. You may also wish to contact a housing counselor to learn more about your options.

	How much can I borrow?
	Your new H4H mortgage will be no more than 90% of the new appraised value of your home with your lender essentially writing down your current mortgage to that amount. Your lender may choose not to write down your mortgage, in which case you would not be able to participate in the program.

	What costs do I have to pay?
	The new mortgage, if approved, will replace all of the current mortgages on your home. You will not owe any payments, fees or debts on mortgages you now hold. 
You must agree to share both the equity created at the beginning of this new mortgage and a portion of any future appreciation in the value of your home. (link to equity and appreciation sharing examples for website). 
In addition to an upfront mortgage insurance payment of 3%, you will pay a 1.5% annual mortgage insurance premium on your outstanding mortgage balance. This premium will be included in your monthly payments.
You will need to pay closing costs on the loan. You will receive a Good Faith Estimate of these costs. 

	Will my new interest rate be lower than my current rate?
	The interest rate for the new mortgage will be based on current market interest rates and will be provided by the lender.

	If needed, can I take out a second mortgage under this program?
	You cannot take out a second mortgage for the first five years of the loan, except under certain circumstances for emergency repairs.

	How can I learn more about the program and start the application process?
	Review the Frequently Asked Questions page at www.fha.gov to learn more about the program.
Read the Consumer Disclosure on www.fha.gov.
Contact an FHA-approved lender to apply. You can find a list of lenders at www.fha.gov.
Contact a Housing Counselor. A list of Housing Counselors can be found at www.fha.gov.


3. VA Reform
S. 3023, the "Veterans' Benefits Improvement Act of 2008" has been signed into law.  This new legislation provides many enhancements to VA services, including the home loan guarantee program. The law reforms the VA loan program so that it is able to adequately serve the many deserving veterans who could use its benefits. The bill does 3 major things - 1) extend the Economic Stimulus increase the VA loan limits to 175% of the Freddie/Fannie limits (currently that would be equal to $729,750) through 2011; 2) streamlines refinances for veterans by eliminating the equity requirement and raising the refinancing loan limits to the same level as the purchase loan limits; and 3) extend the authority of VA to offer Adjustable Rate Mortgages (ARMs) through 2012.
In an updated press release from the Department of Veterans Affairs, they published a notice on the implementation of S. 3023, the "Veterans' Benefits Improvement Act of 2008" - now Public Law 110-389. The law provided VA with the economic stimulus limits through 2011. The economic stimulus limits are equal to 125% of local area median home price, capped at 175% of the gse limit (or $729,750). 

However, in their notice, VA has determined that beginning January 1, 2009 they can calculate the high cost loan limit price off the new GSE limit of $625,500. Therefore, the loan limit for VA in high cost areas like California, Washington, DC and others will be $1,094,625. Furthermore, for those states defined in statute as "high costs states", including Alaska, Hawaii, Guam and the USVI the limit will go up as high as $1,641,937.50.


VII. General Information

VIII. Adjournment







