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Chair: Douglas Whitehouse, Birmingham, MI

Vice Chair: Bill Plattos, Costa Mesa, CA

Committee Liaison: Steven Brown, Dayton, OH

Committee Executive: Marcia Salkin, Melanie Wyne, Scott Rinn, Washington, DC

I. Call to Order

II. Opening Remarks

III. Ownership/Conflict of Interest
IV. Approval of 2008 Mid-Year Meeting Minutes
V. Action/Discussion Items

A. New Broadband Access Policy
The term “broadband” is used to describe high speed Internet access provided by various technology platforms including cable, telephone wire, fiber, satellite and wireless technologies. Broadband gives users the ability to send and receive data at volumes and speeds far greater than “dial-up” Internet access provided over traditional telephone lines. 

Broadband is currently being deployed in the U.S. primarily by the private sector. While the numbers of new broadband subscribers continue to grow, data suggests that the rate of broadband deployment in rural and underserved areas is less robust. An estimated 9 to 10 million American households that use the Internet still lack access to broadband. The Brookings Institution, Policy Brief No. 2008-08

Several international ranking s indicate that the U.S. is lagging behind other nations in broadband accessibility, speed and cost. During the last seven years, the U.S. has dropped steadily in nearly every measure of success in broadband deployment compared to other industrialized nations.
Americans pay more and get less for broadband service than many countries across the globe. Adopting a national policy to stimulate the deployment of broadband in underserved areas of the U.S., increase data speeds and lower broadband prices could have dramatic and far-reaching economic impacts. One recent study estimates that just a seven percentage point increase in broadband adoption could result in a direct economic stimulus of $134 billion per year to the American economy. (Connected Nation, 2008)
REALTORS’ ® concern for strong viable communities warrants support for a proactive national broadband policy to promote economic growth and expand opportunities for home sales. Communities prosper when they gain access to high-speed Internet. Property values increase, businesses grow and jobs are created. Broadband is different from other entertainment focused consumer goods like cable TV or an iPod. Broadband forms the infrastructure for the American economy’s digital future. Soon, broadband will be integrated into virtually everything one does at work, home and play. Affordable high-speed broadband will soon become almost as important as water and electricity, and the absence of broadband makes a community a less attractive location for new investment and development. Furthermore, availability of “new economy” jobs is impossible in a community with little or no broadband access. Studies indicate that nations with robust national broadband strategies—those that make broadband a priority, coordinate across agencies, put real resources behind strategy and promote both supply and demand—fare better than those without. The Information Technology & Innovation Foundation, Explaining International Broadband Leadership, May 2008
NAR Policy:
NAR Policy Recommendation
That NAR support policy initiatives to encourage deployment and consumer adoption of broadband so that the U.S. can meet its data infrastructure needs into the future and encourage the growth of healthy 21st century communities. NAR embraces the following broadband principles:

Every American must have access to a high-speed, world class communications infrastructure
High capacity broadband connectivity must be affordably and widely-accessible
A variety of options should be considered to encourage broadband deployment and adoption including action by the public and private sector.


Legislative/Regulatory Status/Outlook:
Regardless of the outcome of the presidential election, broadband infrastructure improvements will remain a top issue on the technology agenda.

B. Economic Stimulus Ideas
U.S. financial institutions have been unable to raise any capital because of illiquidity of suspect or poorly performing mortgage backed assets on their books.  With no way to remove these assets, which may put the institutions at risk, investors have refused to invest or extend new capital to financial institutions.  The result has been a near collapse of the U.S. financial market and a spike in the cost of credit that makes it nearly impossible for even qualified people and businesses to obtain or expand a line of credit.

In response to this crisis, Congress passed and the President signed the Emergency Economic Stabilization Act (EESA) on October 3, 2008.  The legislation will:

· Help American families keep their homes by requiring the Treasury Dept. and any federal agency that owns or controls troubled mortgages to modify those mortgages wherever possible; this may include reducing the principal or interest rate; and extends till the end of 2012 the exclusion from federal income tax of mortgage debt forgiveness.

· Address the credit crisis by allowing financial institutions to immediately sell $250 billion in troubled assets to the U.S. Treasury Dept. under the newly created Troubled Assets Relief Program (TARP). Another $100 billion would be made available upon the President’s request.  Should the President deem it necessary, and with Congressional review, the Treasury Dept. may utilize the remaining $350 billion.

· Protect taxpayers by allowing the Treasury Dept. to take an ownership stake in participating companies.  In addition, if after five years TARP has incurred a net loss, the President must propose legislation that would force participating companies to reimburse the government to make up the difference.

· Set up an insurance program, funded by the financial industry, to guarantee companies’ troubled assets, including mortgage-backed securities purchased prior to March 14 this year;

· Curb executive pay for companies utilizing TARP.

· Set up two oversight committees, a Financial Stability Board and a congressional oversight panel, to which the Financial Stability Board would report.

· Create renewable energy tax breaks for individuals and businesses, including a deduction for the purchase of solar panels; as well as continuing other tax breaks that were set to expire; and extends relief from the Alternative Minimum Tax (AMT) by another year.

· Allows the SEC to suspend the required mark-to-market accounting standards and orders a study to be done on the rule’s impact on financial institutions.

· Shields bank deposits by temporarily raising the FDIC insurance cap to $250,000 from $100,000; and temporarily increases the federal insurance level for credit union savings to $250,000, both till the end of 2009.

As Congress moves into a likely lame-duck session and the 111th session next year, they will be addressing issues such as:
· A second stimulus package

· A second recovery package

· Reforming the financial regulatory system

· The future of the GSE and secondary housing market

VI. Political Update—Jamie Gregory

VII. Priority Legislative/Regulatory Update

A. Small Business Health Coverage
Twenty-eight percent of Realtors - more than 350,000 individuals - are uninsured. As part of efforts to address the health insurance needs of members, NAR has advocated in past Congresses for the creation of both association health plans (AHPs) and small business health plans (SBHPs). With the shift in the leadership of both the House and the Senate in the 110th Congress, NAR continued to work on identifying a viable legislative vehicle to address the health insurance problems facing the nation’s small business community.
Lacking affordable health insurance, many Realtors and other self employed individuals are unable to seek necessary medical attention and/or face significant financial burdens when they or their dependents need medical care. Without changes, problems with the availability and affordability of health insurance will undermine the ability of the self employed to continue in their chosen careers.

NAR supports the passage of legislation to correct the inequities inherent in the nation's health insurance delivery system, including enacting measure that will address the problems that the self-employed and small businesses face when looking for health plan coverage. Solving the problem of the uninsured must become a top legislative priority for Congress.

In an effort to capitalize on progress made during the SBHP debates, NAR's staff began meeting in late 2006 with the staffs of Senators Richard Durbin (D-IL), Blanche Lincoln (D-AR), Olympia Snowe (R-ME) and Norm Coleman (R-MN) to discuss opportunities for a compromise measure could build on the commonalities that existed between the earlier Democratic Small Employer Health Benefits Plan bill and the SBHP bill.

The end product of this process was S. 2795, the Small Business Health Options Program (SHOP). Introduced on April 2, 2008, the SHOP bill creates incentives for states to reform their small group insurance regulations, establishes a nationwide insurance pooling mechanism for the self-employed and small businesses, and provides tax credits to the self-employed and the small employer who provides health insurance to its workers. The bill was carefully crafted to avoid many of the criticisms that derailed the earlier AHP and SBHP bills, including adverse risk selection, benefit mandate and rating rule concerns and lack of regulatory oversight, The bill was introduced with the support of the NAR, the NFIB and the Service Employees International Union (SEIU) and currently has 13 cosponsors. A House companion bill, H.R. 6210, was introduced in July 2008 by Representatives Kind (D-WI), English (R-PA), Barrow (D-GA) and Young (R-FL) and now has 50 cosponsors.

More recently, NAR has been involved in the development of H.R. 6832, the Small Business CHOICE Act. Introduced by Representatives Nydia Velazquez (D-NY) and Joseph Pitts (R-PA), the bill allows small firms and self-employed persons to participate in cooperatives that would purchase excess claims coverage to limit the volatility of health premiums from year-to-year.
These cooperatives could be used in both today's existing health insurance system and in any future reformed, private insurance system. The bill was introduced with the support of NAR, the National Restaurant Association, the U.S. Chamber of Commerce, Women in Public Policy and a number of other business groups.

While neither bill was able to be heard in committee prior to adjournment, the bill's cosponsors do indicate that they will reintroduce the bills next year. It is expected that next year will be the beginning of a serious health reform debate In the meantime, NAR will continue to work with the Senate Finance Committee and Health, Education, Labor and Pensions staffs as they also work on their own health care reform agendas and submit statements for health-related hearings in both the House and Senate.
B. New RESPA Rule
C. Patent Reform 
U.S. patent law has remained essentially unchanged for more than 50 years. Efforts now are underway to reform patent law in response to growing concerns that the current patent system is unable to deal with challenges presented by the ever growing number of patent applications being submitted and increasing complexity of the technology for which a patent is being requested. In addition, the growing number of cases of licensing demands being made by holders of obscure software patents as well as number of patent lawsuits being filed point to the need for reform.
The real estate industry is more and more dependent on the use of information technology and software products to market properties and manage their businesses. An increase in patent-infringement claims can drag unsuspecting REALTORS® into expensive and time-consuming litigation putting all Realtors at risk.

NAR supports greater transparency in the patent application process including (1) a mechanism to allow practitioners with the expertise and knowledge to review and comment on the appropriateness of a patent application prior to the issuance of the patent and (2) create a streamlined and more effective process for challenging a patent outside of the judicial system.

In the 110th Congress, patent reform legislation passed the House but was stalled in the Senate by a dispute over how damages should be calculated in patent infringement cases. In addition, Sen. Kyl (R-AZ) introduced a separate patent reform bill late in the session that is supported by the pharmaceutical industry. New legislation will certainly be introduced in the 111th Congress--it is likely to be a more narrowly tailored bill that will contain reforms that are largely agreed upon. It remains to be seen whether the more contentious patent reform issues can be worked out and a broader bill passed.
D. Net Neutrality
As Congressional policymakers continue to debate telecommunications reform, a major issue is whether action is needed to ensure open and unfettered access to the Internet. “Net Neutrality” is a concept that owners of networks that provide access to the Internet should not control how consumers lawfully use that network; and should not be able to discriminate against content provider access to that network. Questions over whether it is necessary to take steps to ensure access to the Internet for content, services and applications providers as well as for consumers is a major focus of this debate.

Some real estate professionals, realty website operators and real estate industry affiliated content providers believe net neutrality provisions are necessary to prevent broadband providers from implementing new practices that could negatively impact realty professionals use of the Internet to market their services and listings. 

Examples cited include practices that would (1) limit the public's access to real estate websites, (2) charge realty website operators for access to the broadband provider's subscribers, (3) limit a real estate firm access to online service providers who may be in competition with the broadband providers own services, e.g. Internet phone services, or (4) charging websites more for the broadband speeds necessary to properly transmit or display audio or video content such as an online property tour, podcast or phone services.
The NAR Board of Directors adopted, at the 2007 Midyear Legislative Meetings, five principles to guide lobbying efforts on any legislation to require broadband providers to adhere to net neutral practices: 1. consumers are entitled to access the lawful Internet content of their choice; 2. consumers are entitled to run applications and services of their choice, subject to the needs of law enforcement; 3. consumers are entitled to connect their choice of legal devices that do not harm the network; 4. consumers are entitled to competition among network providers, application and service providers, and content providers; and, 5. network providers should not discriminate among internet data transmissions on the basis of the source of the transmission as they regulate the flow of network content.

Congress will consider legislation to amend the U.S. Telecommunications Act of 1996. Among the issues that will be debated is whether there is a need for prescriptive "net neutrality" provisions in any bill enacted. Codifying the principles outlined above will ensure that consumers, including REALTORS(R), have unencumbered and fair access to internet services and content.
Several net neutrality bills were introduced in the 110th Congress but none were passed. It is expected that in the 111th Congress--additional hearings will be held to discuss the issues surround net neutrality and new legislation will be introduced to attempt to codify the Federal Communications Commission's (FCC) "Openness Principles." The FCC did take action on a complaint by consumer groups that Comcast was guilty of violating its openness principles. That enforcement action is on appeal but in the meantime, proponents of net neutrality were pleased to see the FCC step in to enforce its regulatory authority in this area.
E. Privacy
Public concern about the confidentiality of personal medical, financial and consumer information has put pressure on public policy makers to increase regulation on the uses of this information. Additionally, concerns with identity theft have also raised the profile of privacy as a public policy issue.
REALTORS® receive a huge amount of personal data from their clients. Some of that data is shred via the Internet. Such information is contained in mortgage applications, rental applications, etc. As such, this information must be used only for the benefit of that client and all efforts must be made to protect that personal data.
The Realtor Code of Ethics and Agency law hold REALTORS® to a high standard of conduct when dealing with their clients' information. Any law or regulation to ensure consumers' privacy needs should take into consideration the compliance burden that a new requirement places on small businesses.

Protecting consumer privacy will continue to be a focus for all levels of government. Given public interest in issues such as health IT, behavioral marketing on the Internet and rising rates of identity theft, it is likely that the 111th Congress will revisit the concept of omnibus federal privacy legislation.

VIII. Reports

A. FATF

September 11, 2001 changed a lot in our world—particularly for those in the United States. Some changes are minor inconveniences—removing our shoes at airport security—while other changes are having a more significant impact. Many countries, including the U.S., began to take a much harder look at sources of terrorist funding, among them money laundering. Financial sectors were examined and, through the enactment and implementation of the Patriot Act and its revisions to the Bank Secrecy Act, the U.S. strengthened its Anti-Money Laundering/ Counter-Terrorist Financing (AML/CTF) legislation. 

AML/CTF legislation around the globe is largely being shaped by the work of the Financial Action Task Force (FATF), an inter-governmental policy-making body created in 1989. The purpose of the FATF is to develop and promote national and international policies to combat money laundering and terrorist financing. The U.S. joined the FATF in 1990. FATF passed 40 recommendations in the late 1990s, providing a set of countermeasures to money laundering. Nine more recommendations directed at terrorist financing were passed after 9-11, and 34 member countries, including the United States have voted to adopt these 49 recommendations. FATF is now preparing to issue guidance on a “risk based approach” to AML/CTF in the real estate sector, putting forward requirements for the real estate professional to help detect and report suspicious activity that may involve money laundering or terrorist financing within the context of a property transaction. 

Many governments, including the European Union and Canada, have already written stringent regulations directed at the real estate sector to prevent money laundering and terrorist financing activities. The president of the Canadian Real Estate Association (CREA) reported to NAR’s Executive Committee in May on its efforts to oppose recent Canadian regulations at that time aimed specifically at the real estate sector and that were deemed by CREA as “impossible to comply with.” CREA sent 300 political affairs representatives to Parliament in May to voice industry concerns and also met with the Minister of Finance.That effort paid off with the Canadian government indicating its willingness to change some of the more impractical regulations. Several points are still being negotiated as the Canadian government prepares to begin enforcement 
of real estate-related regulations. 

To date, although the U.S. government has not focused strong attention on implementing the FATF guidelines with respect to the real estate industry, but having observed governmental action in other markets, NAR is engaged, through ICREA, in shaping the guidance directed at the real estate sector. FATF approached ICREA in 2007, requesting that it represent the interests of the real estate sector on a global level. Since then, ICREA has actively been working with FATF on guidance designed to assist FATF-member states in shaping and implementing 
national legislation for the industry on AML/CTF. A final draft of the real estate guidance was approved by the FATF member states in June and is being distributed to its member states. 

Ultimately, each member state will determine its legislative and regulatory response to FATF’s recommendations. In the U. S., the Department of the Treasury will likely be responsible for implementing the FATF guidance and will work with NAR and other organizations to understand 
how the industry functions and how best to regulate real estate agents and brokers in line with FATF’s guidance. 

In the EU and Canada, real estate brokers are currently held—by industry standards—to an even higher level of accountability than proposed by the FATF guidance. ICREA hopes that the FATF guidance will assist these countries in advocating for a change in the regulations more aligned 
with FATF requirements.Also, ICREA believes the guidance will be useful in countries where no national legislation has yet been enacted and where industry trade groups can present the guidance as an FATF-endorsed global best practice.


B. FACT Act (Compliance Q&A)
On October 30, 2007, the Federal Trade Commission published final regulations implementing Section 214 of the Fair and Accurate Credit Reporting Act (“FACT Act”). The Federal banking agencies and the National Credit Union Administration published essentially similar final regulations in November of 2007. 

In general, Section 214 provides that if a business receives information about a consumer from an affiliated company, it may not use that information for marketing purposes, unless the consumer is given notice and an opportunity to prohibit the use of the information for marketing purposes, or, in the language of the regulation, to “opt-out”. The new regulations are effective as of October 1, 2008.

IX. New Business

X. Adjournment







