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ACTION

"3 THE WHITE HOUSE Last Day: January 2
®

WASHINGTON

January 2, 1976

MEMORANDUM FOR THE PRESIDENT
FROM: JIM CANNO
SUBJECT: S. 2327 - Raal Estate Settlement

Procedures Act Amendments of 1975

Attached for your consideration is S. 2327, sponsored
by Senator Morgan and six others, which would amend
the Real Estate Settlement Procedures Act of 1974 to:

-- Revise provisions concerning advance disclosure
of settlement costs;

-- Repeal the requirement for disclosure of the
previous selling price of certain property; and

-- Make clarifying and technical changes in the Act.

The enrolled bill would also repeal Section 121 (c) of
the Trust in Lending Act which requires a full statement
of closing costs in connection with consumer and home
mortgage lending.

The Office of Consumer Affairs recommends disapproval of
the enrolled bill due to the repeal of the 12-day advance
disclosure and the repeal of disclosure of previous price
and improvement costs provisions.

A detailed analysis of the enrolled bill is provided in
OMB's enrolled bill report at Tab A.

HUD believes that the provisions of the enrolled bill

will be helpful in the effective administration and operation
of the Act and that most were made in response to Admin-
istration recommendations. HUD, OMB, Max Friedersdorf,

Bill Seidman, Counsel's Office (Lazarus) and I recommend
approval of the enrolled bill.

RECOMMENDATION
That you sign S. 2327 at Tab B.

Digitized from Box 38 of the White House Records Office Legislation Case Files at the Gerald R. Ford Presidential Library



MEMORANDUM FOR THE PRESIDENT

EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

DEC 2 4 1975

Subject: Enrolled Bill S. 2327 - Real Estate Settlement
Procedures Act Amendments of 1975
Sponsor - Sen. Morgan (D) North Carolina and 6 others

Last Day for Action

January 2, 1976 - Friday. HUD requests delay in approval until

last day.

Purgose

Amends the Real Estate Settlement Procedures Act of 1974 (RESPA),
P.L. 93-533, to: revise provisions concerning advance disclosure
of settlement costs, repeal the requirement for disclosure of
the previous selling price of certain property, and make certain
clarifying and technical changes. Repeals section 121(c) of the
Truth in Lending Act which requires a full statement of closing
costs in connection with consumer and home mortgage lending.

Agency Recommendations

Office of Management and Budget

Department of Housing and
Urban Development
Federal Home Loan Bank Board
Federal Trade Commission
Department of Agriculture
Federal Deposit Insurance Corporation
Department of the Treasury
Federal Reserve Board
Veterans Administration
Department of Justice
Office of Consumer Affairs,
Department of Health, Education,
and Welfare

Approval

Approval

Approval

Approval

Approval

No objection

No objection

No objection (informal)
Defers to others
befers to others

Disapproval



Discussion

The main purpose of RESPA, enacted last year, was to correct
abusive practices in the real estate settlement process,
primarily through increased disclosure of charges and previous
selling prices. RESPA applies to all settlement transactions
involving a "federally related mortgage loan,"™ a term so
broadly defined that it covers almost all residential real
estate mortgage loans involving properties for occupancy by

1 to 4 familjes.

The provisions of RESPA became effective as of June 20, 1975.
The House and Senate Committee reports on S. 2327 indicate
that since then, the Congress has received a large volume of
complaints about the Act from consumers, mortgage lenders,
real estate agents, and other interested parties. The
complainants object to the high cost, delay, and red tape
involved in complying with some of the provisions of RESPA.
S. 2327 seeks to alleviate these problems.

Major provisions of S. 2327

The enrolled bill would make changes of major significance in
RESPA's disclosure requirements with respect to settlement
costs.

Information booklets, advance disclosure, and uniform
statement--Currently, section 5 of RESPA requires the Department
of Houslng and Urban Development (HUD) to prepare, and lenders to
distribute to homebuyers, special information booklets explaining
the nature and cost of settlement services. Section 6 generally
requires lenders, at least 12 days before closing, to provide the
borrower, seller, or any related Federal agency an itemized
disclosure of each settlement charge. This information must be
included in the uniform settlement statement which is required
under section 4 to be prescribed by HUD itemizing all charges
imposed on the borrower and seller in settlement transactions.

S. 2327 would repeal section 6 of RESPA. Instead of the 1l2-day
advance disclosure provision in that section, the enrolled bill
would require lenders to include with the information booklet
provided under section 5 a good faith estimate of the amount

or range of charges for specific settlement services which the
borrower is likely to incur. In addition, the settlement agent
would be required to make the uniform settlement form provided
for under section 4 available to the borrower at or before
settlement and to disclose, upon the borrower's request, any
information he may have with respect to items on the form
during the day immediately preceding settlement.



With respect to these sections, the enrolled bill would also:

-- authorize the Secretary of HUD, by regulation, to permit
deletion from the uniform settlement form of items which are not
applicable in particular localities.

-- permit the Secretary to waive the requirement that the
form be available at or before settlement in localities where
this practice is not customary or in situations where the
requirement is impractical.

-- authorize the borrower to waive his right to have the
form available at or before settlement.

-- delete the requirement that the form include all
information and data required under the Truth in Lending Act.

-- make clear that a lender is required to provide the
informational booklet and settlement cost estimates only upon
receipt or preparation of a written application.

-- pernit the Secretary to suspend any provision of
sections 4 and 5 of RESPA for up to 180 days from the date of
enactment of S. 2327.

HUD states that the l2-day advance disclosure notice requirement
of section 6 has been RESPA's most troublesome provision, that

it has caused a considerable increase in administrative costs

to lenders, and that it has contributed to delays in mortgage

loan closings. HUD believes repeal of the provision, coupled
with the requirement that the lender provide the borrower at

the time of loan application with a good faith estimate of likely
settlement costs, would alleviate administrative burdens and
provide the prospective homebuyer with early and meaningful
information regarding settlement costs.

The Federal Home Loan Bank Board (FHLBB) is concerned over the
removal of Truth in Lending disclosures from the uniform settle-
ment form, but generally concurs with HUD as to the salutary
effect of the provisions of S. 2327 described above.

Previous selling prices--Section 7 of RESPA now requires lenders
making mortgage loans on existing property at least one year old
to confirm that the seller has informed the buyer of the name

and address of the present owner and the present owner's purchase
date; and if the seller has owned the property for less than two
years and has not used it as a residence, the purchase price the




seller paid and a list and costs of anv improvements made to
the property. Criminal penalties are imposed for failure to
comply.

S. 2327 would repeal this section of RESPA.

HUD notes that serious difficulties have also arisen in connec-
tion with section 7, whose primary purpose was to protect
purchasers of existing properties from real estate speculators
who acquire such properties, make cosmetic repairs, and then
resell them at inflated prices. The Department states that in
most cases the only information that must be disclosed is the
name and address of the owner and the date of his acquisition
of the property, and that such disclosure is of almost no value
to the buyer and should not be part of a criminal statute. HUD
concludes that, although the Administration had proposed a
replacement for the present section, repeal is acceptable.

The Federal Trade Commission (FTC) opposes the repeal of section 7
(Commissioner Nye dissenting). FTC believes that "by requiring
disclosure of the seller's investment in the property, this
section protects persons purchasing housing from real estate
speculators...."”

Other provisions of S. 2327

Other RESPA amendments contained in the enrolled bill include:

—-- repeal of section 121 (c) of the Truth in Lending Act
which requires a full statement of closing costs in connection
with consumer and home mortgage loans.

-- exemption from RESPA's coverage of temporary financing
(such as construction loans), second liens, most mortgages given
by individual sellers, and loans made by State agencies or
instrumentalities.

-- clarification that cooperative brokerage and referral
arrangements between real estate agents and brokers relating to
sales commissions are exempt from RESPA's prohibition of kickbacks
and unearned fees, and authority for HUD to exempt other payments
or classes of payments from this prohibition.

-- an increase in the maximum permissible amount in escrow
accounts for taxes, insurance, and other similar charges from
one-twelfth to one-sixth of the estimated taxes and insurance
payable in the ensuing twelve months.



-=- gspecific authority for the Secretary to interpret all
provisions of RESPA and to grant reasonable exemptions for
classes of transations.

HUD states that these provisions would be helpful to the
effective administration and operation of RESPA and that most
were made in response to Administration recommendations.

Recommendations

HUD believes the enrolled bill would provide a sound resolution
of the problems which have arisen since RESPA took effect. As
explained further in its attached views letter, the Department
requests delay in signing, and notification of the signing date,
to permit necessary implementation actions.

The Office of Consumer Affairs (OCA) does not recommend
favorable action on this bill. OCA believes that "...the
outright repeal of Sections 6 & 7 go too far and that dis-
closure of the 'range of (settlement) charges' at application
and the charges ‘known' by the settlement lawyer on the
business day prior to settlement do not sufficiently promote
competition in lowering settlement charges or provide sufficient
peace of mind regarding the absence of speculation or the funds
needed at settlement. In effect, the enrolled bill is still a
repeal of the concept of prior disclosure to the buyer of real
estate where reform of the concept was the preferred choice."

* * * * *

On balance, we agree with HUD's assessment of S. 2327, and

recommend that you sign the bill.
j;bcama,cg“)oy-'in
Assistant Directo; for

Legislative Reference

Enclosures
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Mr, James M, Frey

Assistant Director for
Legislative Reference

Office of Management and Budget

Washington, D. C. 20503

Attention: Miss Martha Ramsey
Dear Mr, Frey:

Subject: S. 2327, 94th Congress
Enrolled Enactment

This is in reply to your request for the views of this

Department on the enrolled enactment of S. 2327, a bill
"To amend the Real Estate Settlement Procedures Act of

1974".

S. 2327 would make a number of changes in the Real Estate
Settlement Procedures Act of 1974 (RESPA). Of major
significance are provisions which would amend RESPA's
requirements with respect to the disclosure of settlement
costs.

Presently, section 5 of RESPA requires that the lender, at
the time of loan application, furnish the borrower with a
booklet containing information on the nature and costs of
settlement services. Section 6 generally requires lenders
to provide an itemized written disclosure of each charge
arising in connection with the settlement at the time of the
loan commitment, or later in some cases, but at least twelve
days prior to settlement. Section 6 also contains 'Truth in
Lending" disclosure provisions, At settlement section 4
requires that a uniform settlement form prescribed by HUD be
used,



Section 5 of S. 2327 would repeal section 6, Instead,
section 4(2) of the enrolled bill would require lenders to
include with the informational booklet provided for in
section 5 of RESPA a good faith estimate of the amount or
range of charges for specific settlement services which
the borrower is likely to incur., In addition, section 3(4)
of S, 2327 would require the settlement agent to make the
uniform settlement form available to the borrower at or
before settlement (except in limited circumstances) and to
disclose, upon the borrower's request, any information he
may have respecting entries on the uniform settlement
statement sometime during the business day immediately
preceding the settlement.

Also of major importance is section 6 of the enrolled
bill's proposed repeal of section 7 of RESPA, This section
presently requires the lender, prior to making a loan
commitment with respect to a property over one year old, to
confirm that the seller has provided the buyer with the
present owner's name and address, the date of acquisition
of the property by the present owner and, in the case of a
non-owner occupied dwelling owned less than two years by
the seller, the date and purchase price of the last arm's
length transfer of the property and a list and costs of
any subsequent improvements. The present provision imposes
criminal penalties on lenders and sellers who fail to comply
with these requirements.

Finally, the enrolled bill would make several changes
designed to clarify and improve RESPA's present operation.
Among these changes are the following: section 2 of S. 2327
would amend section 3 of RESPA to exempt from the Act's
coverage temporary financing (such as construction loans),
second liens, most mortgages given by individual sellers,
and loans made by State agencies or instrumentalities;
section 3(3) of the measure would amend section 4 of the Act
to accord HUD greater flexibility in modifying the uniform
statement to take account of area differences in procedures;



section 4(3) and (4) of the enrolled bill would amend

section 5 of RESPA to make clear that a lender is required

to provide the informational booklet and settlement cost
estimates only upon receipt or preparation of a written
application; section 7 of S. 2327 would amend section 8 of
the Act to make clear that cooperative brokerage and referral
arrangements of real estate agents are exempt from RESPA's
prohibition of kickbacks and unearned fees and authorize HUD
to exempt other payments or classes of payments from this
prohibition; and section 10 of the proposal would add a new
section 18 to the Act which would provide the Secretary of
HUD specific authority to interpret all provisions of RESPA
and to grant reasonable exemptions for classes of transactions.

RESPA was enacted to assure more effective advance disclosure
to home buyers and sellers of settlement costs, eliminate
kickbacks or referral fees which tend to increase unnecessarily
the costs of certain settlement services, reduce the amounts
which home buyers are required to place in escrow accounts,

and significantly reform and modernize local land title
recordation systems,

The Act has had a substantial impact on sales, lending and
related activities throughout the nation. Its operation,
however, has given rise to a number of specific problems
which could only be remedied legislatively. We believe that
the enrolled bill would provide a sound resolution of these
problems.

The most troublesome provision of RESPA has been section 6's
twelve~day advance disclosure of settlement costs requirement,
Compliance with this provision has caused a considerable
increase in administrative costs to lenders and has contri-
buted to delays in mortgage loan closings. We believe that
the enrolled enactment's repeal of this provision, coupled
with its proposed requirement that the lender, at the time

of loan application, provide the borrower with a good faith
estimate of likely settlement costs, would not only alleviate
these administrative burdens but also would preserve the
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Act's purpose of providing the prospective homebuyer with
early and meaningful information regarding settlement costs.

As to repeal of the Truth in Lending provisions in

Section 6 of RESPA, and repeal of section 121(c) of the
Truth in Lending Act, we believe these provisions are
acceptable, but we would defer to the members of the Federal
Reserve Board.

Serious difficulties have also arisen in connection with
section 7 of RESPA, The primary purpose of this section is
to protect purchasers of existing housing from real estate
speculators who acquire existing properties, make cosmetic
repairs, and subsequently resell them at inflated prices.
Section 7 seeks to protect such purchasers by requiring the
amount of the seller's investment to be disclosed to the
purchaser. However, the coverage of existing section 7 is
too broad, By its terms, the section applies to almost all
transactions involving one- to four-family properties over
one year old, but in most cases requires only disclosure of
the name and address of the owner and the date of his
acquisition of the property. We believe that such disclosure
is of almost no value to the buyer and should not be part of
a criminal statute. Also, serious questions have arisen with
respect to the meaning of section, 7. While it would have
been possible to amend section 7, rather than repealing it,
and the Administration provided Congress with a narrowly-
drawn replacement for section 7, we believe that the enrolled
bill's proposed repeal of section 7 is acceptable,

Finally, we believe that the remaining provisions of the
enrolled bill would prove helpful to the effective
administration and operation of RESPA and would enhance
prospects for the achievement of the Act's purposes. Most
of these techpical amendments were made in response to
Administration recommendations.

In light of the foregoing, the Department of Housing and
Urban Development recommends that the enrolled enactment
of S. 2327 be approved.



The extensive amendments of the Real Estate Settlement
Procedures Act of 1974 (RESPA) are effective upon enactment,
and will immediately render much of Regulation X, 24 CFR,
Part 82 either moot or in conflict with the statute as
amended,

Accordingly, this Department must send a notice to the
Federal Register on the day of enactment amending the RESPA
regulations and suspending certain portions of RESPA, as
amended, for up to six months. The enactment must be
coordinated with the issuance of the notice in order to

avoid a hiatus during which lenders and others will be without
proper regulations under RESPA, Only after this Departmental
action is complete will final notification be provided,
largely though industry sources, to all those affected of
just what changes are being made in the governing regulations.
Since over 100,000 lawyers, lenders and others are involved,
this notification problem is substantial, Considering this
problem together with the holidays and delays in the mails,

it would be most desirable if the signing of the enactment
could occur after January 5, 1976. In any event, we would
appreciate being given a date certain for final Presidential
action in order to coordinate implementation actions.

Sincerely,

Uz

Robert . Elliott



DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE
OFFICE OF THE SECRETARY
OFFICE OF CONSUMER AFFAIRS
WASHINGTON, D.C. 20201

December 24, 1975

MEMORANDUM
FOR James Lynn, Director
Office of Management and Budget
FROM S. John Byington, Deputy-Bi
Office of Consumer fa
SUBJECT Comments on Enrolled 13111/ S. 2327

(Frey Memo Request of 12/22/75)

Responding to problems for business and consumers created by the
Real Estate Settlement Procedures Act of 1974 (RESPA), Congress in the
enrolled bill amendments to RESPA, would repeal the 12Z-day advance
disclosure (Section 6), repeal the disclosure of previous price and
improvement costs (Section 7), as well as making changes in definitions
(Section 3), in the disclosure form (Section 4), the settlement
booklet (Section 5), in the proscriptions against kickbacks (Section 8)
and in the limitations on escrow deposits (Section 10).

The enrolled bill does maintain a degree of uniformity in settle-
ment disclosure forms used at or before settlement, allows the borrower
to see charges "known'' by the settlement attorney on the business day
preceding settlement and provides that the disclosure booklet available
at loan application include 'a good faith estimate of the amount or range
of charges" for specific settlement services. (Emphasis supplied)

The advantages to the consumer in stimulating competition in lower-
ing settlement costs through advanced disclosure of settlement costs
(Section 6), the peace of mind in knowing how much money to have
available at settlement, and the possibilities for curbing of
speculation by non-resident owners (Section 7) should not be considered
lightly or surrendered without comment. While technical defects in RESPA
have presented problems and aggravations for business and consumers
alike, it is the view of OCA that the outright repeal of Sections 6 § 7
go too far and that disclosure of the '‘range of (settlement) charges"
at application and the charges "known'' by the settlement lawyer on the
business day prior to settlement do not sufficiently promote competition
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in lowering settlement charges or provide sufficient peace of mind

regarding the absence of speculation or the funds needed at settlement.
In effect, the enrolled bill is still a repeal of the concept of prior
disclosure to the buyer of real estate where reform of the concept was

the preferred choice.

We do not recommend favorable action on this enrolled bill.



FEDERAL HOME LOAN BANK BOARD

WASHINGTON, D. C. 20552

FEDERAL HOME LOAN BANK
BYSTEM

320 FIRST STREET N.W, FEDERAL HOME LOAN
MORTGAGE CORPORATION
FEDERAL SAVINGS & LOAN
INSURANCE CORPORATION

OFFICE OF
GENERAL COUNSEL

December 24, 1975

Mr. James M. Frey

Assistant Director for Legislative
Reference

Office of Management and Budget

Washington, D.C. 20503

Dear Mr. Frey:

This is in response to your Enrolled Bill Request of
December 22, 1975, concerning S. 2327, an Act to amend the
Real Estate Settlement Procedures Act of 1974.

Section 2 of the bill would limit the coverage of the
Real Estate Settlement Procedures Act of 1974 ("RESPA") by
amending the definition of "federally related mortgage loan".
There are two principal amendments in Section 2 of the pro-
posed bill. One would exclude "temporary financing such as
a construction loan" from the requirements of RESPA. The
other would limit coverage of RESPA to loans secured by
first liens on residential real property.

Section 3 of S. 2327 would amend Section 4 of RESPA,
relating to the uniform settlement statement in order to
increase the flexibility of the Secretary of Housing and
Urban Development in prescribing the form of the uniform
settlement statement. Section 4 would be further amended
to provide, with certain exceptions as determined by the
Secretary of HUD, that the uniform settlement statement
be completed and made available for inspection by the
borrower at or before settlement by the person conducting
the settlement. Section 4 would also be amended to provide
that the borrower, during the business day immediately pre-
ceding the day of settlement, may request inspection of the
uniform statement and that the person conducting the settle-
ment shall permit the borrower to inspect those items which
are known to such person during such preceding day. Finally,
the bill amends Section 4 of RESPA by striking the last
sentence thereof relating to the providing in the uniform
statement of all information and data required to be provided
for transactions under the Truth in Lending Act, thereby
satisfying the provisions of that Act.



Mr. James M., Frey
Page Two

Sections 4 and 5 of S. 2327 would amend RESPA so
as to substitute for the required advance disclosure of
settlement costs contained in Section 6 of RESPA, a require-
ment that the special information booklet prepared by HUD
be accompanied by a good faith estimate of the amount or
range of charges for specific settlement services the borrower
is likely to incur in connection with the settlement. The
booklet and the estimate are to be provided to each person
from whom the lender receives or prepares a written loan
application.

Section 6 of S. 2327 would repeal Section 7 of RESPA,
relating to the disclosure of the previous selling price of
existing real property.

Section 7 of S. 2327 would amend Section 8 of RESPA
relating to the prohibition against kickbacks and unearned
fees. Section 8(c) is amended to provide that nothing in
Section 8 shall be construed as prohibiting payments pursuant
to cooperative brokerage and referral arrangements or agreements
between real estate agents and brokers, or such other payments
or classes of payments or other transfers as are specified
in regulations prescribed by the Secretary of HUD, after
consultation with the Attorney General, the Administrator
of Veterans' Affairs, the Federal Home Loan Bank Board, the
Federal Deposit Insurance Corporation, the Board of Governors
of the Federal Reserve System, and the Secretary of Agriculture.

Section 8 of the bill would completely revise the wording
of Section 10 of RESPA relating to escrow accounts, substitut-
ing a more flexible provision, taking into account the normal
lending practice of the lender and local custom.

Sections 9 and 10 of the bill make a technical amendment
to RESPA with respect to acts done or omitted in good faith
in conformity with rules, regulations and interpretations
of the Secretary of HUD and would grant authority to the
Secretary of HUD to prescribe rules and regulations, make
interpretations and grant exemptions under the Act. Sections
11 and 12 of the bill would repeal Section 121(c¢) of the
Truth-in-Lending Act and permit the delay of effectiveness
of amendments to Sections 4 and 5 of RESPA, respectively.

The proposal in Section 2 to narrow the scope of RESPA
is, in the Board's view, an appropriate limitation, consistent
with the purpose of providing information to homepurchasers.



Mr. James M. Frey
Page Three

The Board supports the added flexibility to tailor
uniform settlement statement requirements to local conditions
contained in Section 3. While we are concerned over the
removal of Truth-in-Lending disclosures from the uniform
settlement statement form, the Board defers to the Board
of Governors of the Federal Reserve System regarding the
necessity and desirability of this change. The requirement
contained in Section 5 that lenders provide homepurchasers,
at the time of written loan application, with a good faith
estimate of the amount or range of charges the homepurchaser
is likely to incur in connection with settlement -- and the
repeal of Section 6 of RESPA may -- produce several desirable
effects. First, reduced settlement costs may result due
to informed shopping to the extent that the homebuyer is
encouraged by the good faith estimates given at the time
of written loan application to shop for settlement services.
This information would be required at an earlier time than
is currently provided in Section 6 under RESPA., Second,

S. 2327 would eliminate the lender's additional paper work
by removing the requirement that lenders furnish borrowers
advance disclosure of estimated settlement costs related
to particular transactions. This, in turn, would reduce
the lender's costs. Finally, S. 2327 could substantially
eliminate the delays necessitated by existing Section 6 of
RESPA which have apparently operated to the detriment of
homepurchasers, home sellers and lenders.

The Board defers to HUD regarding the necessity and
desirability of Sections 6, 8, 9, 10 and 12 of S. 2327 and
to the Board of Governors of the Federal Reserve System
regarding Section 11. The Board supports the proposed con-
sultative arrangement contained in Section 7 of S. 2327
regarding exemptions from Section 8 of RESPA.

Thus, in conclusion, the Board supports enactment
of Enrolled Bill 8. 2327 as indicated above,

Sincerely,

Charles E. Allen
General Counsel

75

By: Stephen M. Ege”
Assistant General Counsel
Legislation Division



FEDERAL TRADE COMMISSION
WASHINGTON, D. C. 20580

OFFICE OF THE SECRETARY

' DEC 2 41975

The Honorable James T. Lynn

Director, Office of Management
and Budget

Executive Office of the President

Washington, D.C. 20503

Dear Mr. Lynn:

This is in response to your request for the views
of the Federal Trade Commission upon Enrolled Bill
S. 2327, 94th Congress, 1lst Session, an Act "To amend the
Real Estate Settlement Procedures Act of 1974."

By letter of December 18, 1974, to the Office of
Management and Budget, the Commission expressed its
support for the purposes of the Real Estate Settlement
Procedures Act of 1974 (Public Law 93-553) which seeks to
provide real estate purchasers with specific information
as to the nature and costs of real estate settlement
and to eliminate abusive and unreasonable practices within
the settlement process. The Commission continues to
support RESPA and all but one of the amendments to that
Act contained in S. 2327.

In its letter of September 18, 1975, to OMB with
respect to the proposed RESPA amendments submitted
by the Department of Housing and Urban Development, the
Commission expressed the opinion that certain of the
suggested amendments to Sections 7 and 10 of RESPA would
weaken rather than enhance the Act's effectiveness.
Section 7 of RESPA currently prohibits a lender from making
a loan commitment unless it has confirmed the disclosure
to the buyer by the seller of certain information including
the previous selling price of the property. The Commission
objected to the HUD proposal which would have transferred
the responsibility for assuring disclosure from the lender
to the seller and suggested that the burden be placed
upon both lender and seller. The Commission also objected
to a proposed exemption to Section 7 for sales by
federally insured or guaranteed lending institutions.
S. 2327 goes beyond the HUD proposed amendments and repeals
Section 7 of RESPA entirely. The Commission believes that
by requiring disclosure of the seller's investment in the
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property, this section protects persons purchasing housing from
real estate speculators who may acquire existing properties,
make cosmetic repairs and subsequently resell them at

inflated prices. Accordingly, the Commission opposes the
repeal of Section 7 of RESPA.

Section 10 of RESPA prohibits a lender from collecting
for deposit in escrow in any calendar month more than one
twelfth of the estimated taxes and insurance premiums that
will become due and payable during the year. With respect
to the HUD proposal changing this fraction to one sixth,
the Commission expressed concern that the suggested language
might be interpreted in a manner which would permit lenders
to demand interest free escrow deposits of amounts sub-
stantially in excess of those legitimately needed. However,
the language of S. 2327, which adopts the HUD proposal altering
the fraction from one twelfth to one sixth, clarifies the
intent of Section 10 to permit the escrow only of amounts
currently needed plus two months. The additional two month
requirement is intended to provide lenders a reasonable
amount of money with which to make payments of taxes,

. insurance premiums and other charges as they fall due.

The Federal Trade Commission therefore supports the
enactment of the Real Estate Settlement Procedures Act
Anmendments of 1975 subject to the foregoing reservation
with respect to the repeal of Section 7 of RESPA.

Commissioner Nye supports the repeal of Section 7 of RESPA.

By direction of the Commission.



DEPARTMENT OF AGRICULTURE
OFFICE OF THE SECRETARY

WASHINGTON, D. C. 20250

December 2 3, 1978

Honorable James T. Lynn

Director, Office of Management
and Budget

Washington, D.C.

Dear Mr. Lynn:

Pursuant to your request for our comments on the enrolled bill S. 2327
"To amend the Real Estate Settlement Procedures Act of 1974" (RESPA),
the Department has no objections to the bill.

The bill, by reducing some of the requirements of RESPA and removing
the need for an advance disclosure of settlement costs, will facilitate
the closing of loans and result in a saving to the Farmers Home
Administration (FmHA) of approximately one hour of working time for
each affected loan. The Department, therefore, recommends that the
bill be signed.

Sincerely,

/24 |
John A. Knebe

Under Secretary



FEDERAL DEPOSIT INSURANCE CORPORATION, washington, D.C. 20429

OFFICE OF THE CHAIRMAN

December 24, 1975

Honorable James T. Lynn

Director

Office of Management and Budget
Executive Office of the President
Washington, D. C. 20503

Dear Mr. Lynn:

By enrolled bill request dated December 22, 1975, your Office requested
the Corporation's views and recommendations on S. 2327, 94th Congress,
the "Real Estate Settlement Procedures Act Amendments of 1975."

One of the enrolled bill's two major amendments to the Real Estate
Settlement Procedures Act of 1974 (RESPA) would be the repeal of
section 6 of that Act which presently requires that the uniform settle-
ment statement itemizing closing costs be given to the borrower at the
time of the loan commitment or at least 12 calendar days prior to
settlement. Instead, the enrolled bill would require only that the
statement be made available to the borrower at or before settlement,
unless waived by the borrower or exempted by the Secretary of Housing
and Urban Development. The bill would also provide that '"upon the
request of the borrower to inspect the form . . . during the business
day immediately preceding the day of settlement, the person who will
conduct the settlement shall permit the borrower to inspect those items
which are known to such person during such preceding day." The other
major amendment to RESPA would be the repeal of section 7 of that Act
which now requires that the seller or his agent disclose in writing

to the buyer the name and address of the present owner of the property
being sold, the date the property was acquired by the present owner, and,
if the seller had owned the property for less than two years and had not
resided on the property, the purchase price the seller paid and the cost
of any igprovements he made to the property.

Other RESPA amendments contained in S. 2327 include (1) exemptions from
RESPA coverage for temporary financing such as construction loans and
for second liens, most mortgages given by individual sellers, and loans
made by State agencies or instrumentalities, (2) permission for the

HUD Secretary to allow deletion from the settlement form of those items
that are not relative to particular localities, (3) a new requirement
that information booklets furnished by the lender include settlement



Honorable James T. Lynn -2~ December 2k, 1975

cost estimates and clarification that such booklets need be provided

by the lender only upon its receipt or preparation of a written (as

opposed to an oral) application for a mortgage loan, (4) clarification

that cooperative brokerage and referral agreements between real estate
agents and brokers relating to real estate sales commissions are not

within RESPA's prohibition against kickbacks and unearned fees, and
authority for the HUD Secretary to exempt other classes of transactions

or payments from such prohibition, (5) an increase in the maximum
permissible amount in escrow accounts for taxes, insurance and other

similar charges from one-twelfth to one~sixth of the estimated taxes

and insurance payable in the ensuing 12 months, (6) repeal of section 121(c)
of the Truth in Lending Act which requires a full statement of closing costs
in connection with consumer and home mortgage loans, and (7) specific
authority for the HUD Secretary to interpret all provisions of RESPA and

to grant reasonable exemptions as necessary to achieve its purposes.

The Corporation has no objection to approval of §. 2327 by the President.
Sincerely,

Bracnte Wille

Frank Wille
Chairman



THE DEPUTY SECRETARY OF THE TREASURY
WASHINGTON, D.C. 20220

DEC 23 1375

Director, Office of Management and Bﬁdget
Executive Office of the President -
Washington, D.C. 20503

Attention: Assistant Director for Legislative
Reference

Sir:

Reference is made to,yoﬁr request for the views of this
Department on the enrolled enactment of S. 2327, "To amend
the Real Estate Settlement Procedures Act of 1975."

The enrolled enactment would make two significant and
several technical and improving changes in the procedures
established by the Real Estate Settlement Procedures Act of
1974 (RESPA). The first major modification would change the
provisions for the advance disclosure of settlement costs
by repealing the requirement for the full disclosure of
settlement costs no later than 12 days prior to settlement.
The other important change would repeal provisions of the
RESPA unrelated to settlement costs which require disclosure
of the purchase price and other information by sellers of
homes. These provisions were found to be unnecessary and

. unworkable by lenders, real estate. agents, attorneys, and
buyers since the implementation of RESPA on June 20, 1975,

The Department would have no objection to a recommendation
that the President sign the enrolled enactment.:

Sincerely yours,

A,
%ﬁm Lediiey

/?%e T rdner

/
!



VETERANS ADMINISTRATION

QFFICE OF THE ADMINISTRATOR OF VETERANS AFFAIRS.
WASHINGTON, D.C. 20420

December 24, 1975

The Honorable

James T. Lynn

Director, Office of
Management and Budget

Washington, D. C. 20503

Dear Mr. Lynn:

This will reply to the request of the Assistant
Director for Legislative Reference for the Veterans Adminis-
tration's comments on the enrolled enactment, S. 2327, 94th
Congress, entitled "Real Estate Settlement Procedures Act
Amendments of 1975."

This enactment would make numerous changes to the
Real Estate Settlement Procedures Act of 1974 (RESPA),
Public Law 93-533. Major amendments to be made by S. 2327
include: permitting greater flexibility in modifying the
uniform. settlement statement to adapt it to local laws and
customs; requiring that the lender include with the settle-
ment information booklet a good faith estimate of the amount
or range of charges for settlement services the borrower is
likely to incur; repealing of sections 6 and 7 of RESPA,
which provide for advanced disclosure of settlement costs
and disclosure of the owner and previous sales price of
existing real property; narrowing the prohibition against
kickbacks and unearned fees; and redrafting the provisions
on tax and insurance escrow accounts contained in RESPA.

The Real Estate Settlement Procedures Act of 1974
has led to confusion and delays in the closing of real estate
loans. The enrolled enactment is intended to modify or repeal
the more objectionable portions of RESPA.



The Veterans Administration has no objection to
the approval by the President of the enrolled enactment,
S. 2327. However, since the bill will be primarily enforced
by the Department of Housing and Urban Development, and also
will effect the operation of other Federal programs, we will
defer to the recommendations of the officials involved,

Sincerely,

Dol . ot mistrater ~ In the ahsence 3

RICHARD L., ROUDEBUSH
Administrator



ASSISTANT ATTORNEY GENERAL
LEGISLATIVE AFFAIRS

Prg.ate

Yoatt

Bepartment of Justice
Washington, D.¢. 20530

December 24, 1975

Honorable James T. Lynn

Director, Office of Management
and Budget

Washington, D.C. 20503

Dear Mr. Lynn:

In compliance with your request, I have examined
a facsimile of the enrolled bill (8. 2327, "To amend
the Real Estate Settlement Procedures Act of 1974."

The enrolled bill, if approved, would effect major
changes in the Real Estate Settlement Procedure Act of
1974, P.L. 93-533, 88 Stat. 1724 (93rd Cong., 2nd Sess.)
(hereinafter "RESPA"). It would repeal section 6 of
that Act which now affirmatively requires a lender who
agrees to make a federally related mortgage loan to pro-
vide the prospective borrower with a statement disclosing
settlement costs at the time of the loan commitment, but
in no case later than twelve (12) calendar days prior to
settlement, and further provides civil liability for lenders
who fail to comply with these disclosure provisions. The
enrolled bill would also repeal section 7 of the Act which
requires, in certain circumstances, disclosure of the
previous selling price of existing real property. In
addition, the enrolled bill repeals §121(c) of the Truth-
In-Lending Act, 15 U.S.C. §1631(c), which currently
requires a lender to provide its borrower with a full
statement of closing costs prior to the time a down pay-
ment is due or the time when the creditor commits himself
to the transaction.

In lieu of the above provisions, the enrolled bill
would require that the disclosure statement be made avail-
able for inspection at or before settlement. It would
further require that lenders include with the "special
information booklets" which they are currently required to
distribute at the time a loan application is made, a good
faith estimate of the amount or range of charges for



specific settlement services the borrower is likely to
incur in connection withthe settlement. Also, if
requested, the person who is to conduct the settlement
would be required to permit the borrower, one business
day immediately preceding the day of settlement, to
inspect those items which are then known to such person.

The enrolled bill also would completely redraft
section 10 of RESPA, permitting lenders to require borrowers
to deposit in escrow accounts a larger fraction of a new
base which would include "other changes," as well as taxes
and insurance premiums. RESPA would also be amended to
provide the Secretary of Housing and Urban Development
(hereinafter "the Secretary") with authority to prescribe
rules and regulations, make interpretations and grant
reasonable exemptions as may be required to achieve the
purposes of the Act. In addition, the Secretary's authority
to permit variations and deletions from the standard dis-
closure form would be increased and the exemptions from
the anti~kickback provisions of section 8 of RESPA would
be enlarged to include (1) payments made pursuant to cooper-
ative brokerage and referral arrangements or agreements
between real estate agents and brokers and (2) other pay-
ments specified by the Secretary. Finally, language would
be added to clarify that the provisions of RESPA apply
only to first liens on residential real property and do
not apply to temporary financing such as a construction
loan.

The Department of Justice defers to the views of
those agencies more directly concerned with the subject

matter of the bill as to whether it should receive
Executive approval.

Sipcerely,

/{/& C /Labé\//{i Q A‘AJZ:LL@L% e

Michael M. Uhlmann



THE GENERAL COUNSEL OF HOUSING AND URBAN DEVELOPMENT
WASHINGTON, D. C. 20410

DEC 2 4 1975

Mr. James 4. Frey

Assistent Director for
Legislative Refercnce

Oiiflce of Manegement snd Budget

Washington, D. €. 203503

Attention; Miss Martha Ramsey
Dear Mr. Frey:

Subject: S. 2327, S4th Congress
Enrolled Enactment

This is in reply to your request for the views of this
Department on the envalled enactment of 8. 2327, a bill

499 . . agn S e L2 T VI dranibe ol N o o ¥ - -

o anznd the Rieal Eatate Settlement Procedisrman Aot pf
1t

1274,

S. 2327 would mcke a number of changes in the Rea)l Estate
Settlement Procedures Act of 1974 (BESPA). Of major
significance are provisions which weuld amend RUSPA'S
reguirements with respect to the disclosure of settlement
costs.

Presently, secticn 5 of RESPA requires that the leunder, at
the tine of loun application, furnish the borrower with &
booklet contailnins information on the pature and cousts of
settlement secxvices, Section 6 generally reaquirez lenders
to provide &n itemized wviitten disclosure of each charge
arisiny in cennoction with the settlement at the time of the
loan commitment, or later in gome cases, but at leust cwelve
days prior to settlensnt. Cection 6 also contains "Truth in
Lendince' disclosure provisionus., At scttlement section 4
requires that a unilcrm settlement form prescribed by BZUD b
used,

Attached document was not scanned because it is duplicated elsewhere in the document



EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503 °

GEC 2 4 1975

'MEMORANDUM FOR THE PRESIDENT
Subject: Enrolled Bill S. 2327 - Real Estate Settlement

Procedures Act Amendments of 1975
Sponsor - Sen. Morgan (D) North Carolina and 6 others

Last Day for Action

January 2, 1976 - Friday. HUD requests delay in approval until
last day.

PurEose

Amends the Real Estate Settlement Procedures Act of 1974 (RESPA},
P.L. 93-533, to: revise provisions concerning advance disclosure
of settlement costs, repeal the requirement for disclosure of
the previous selling price of certain property, and make certain
clarifying and technical changes. Repeals section 121 (c) of the
Truth in Lending Act which requires a full statement of closing
costs in connection with consumer and home mortgage lending.

Agency Recommendations

Office of Management and Budget ' Approval
Department of Housing and

Urban Development , Approval
Federal Home Loan Bank Board . Approval
Federal Trade Commission , Approval
Department of Agriculture Approval
Federal Deposit Insurance Corporation No objection
Department of the Treasury No objection
Federal Reserve Board No objection (informal)
Veterans Administration ) . Defers to others
Department of Justice Defers to others

Office of Consumer Affairs,
Department of Health, Education, :
and Welfare Disapproval

Attached document was not scanned because it is duplicated elsewhere in the document




THE WHITE HOUSE
ACTION MEMORANDUM

WASHINGTON LOG NO.: 1540
Date: December 29 Time: 10:30am
Tod Hullin . : .
b sf t n):
FOR ECTION: Paul Leach ce (for information) gack Marsh
Max Friedersdorf Jim Cavanaugh
Ken Lazarus Warren Hendriks
Bill Seidman :

FROM THE STAFF S8ZCRETARY

Time:
DUE: Date: Wednesday, December 31 simes joon

SUBJEZCT:

S. 2327 - Real Estate Settlement Procedures
Act Amendments o:ﬁ 1975

ACTION REQUESTED:

For Necessary Action

For Your Recommendations

Prepare Agenda and Brief

Drait Reply

X . For Your Comments Draft Remarks

REMZERXS:

Please return to Judy Johnston, Ground Floor West Wing

No objection, Suggest that consideration be given to a signing
statement which would be sensitive to the comments of the
Office of Consumer Affairs and consumer groups,

Ken Lazarus 12/31/75

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED.

If you have any gquestions or if you anticipate a

]

. . . Lt 2y e p s, 1 -
delay in submiliing the racuired material, please
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- WHITE HOUSE

ACTION MEMORANDUM s R ST LOG NO.: 1540

Date: December 29 : Time: 10:30am
Tod Hulli- cc (for information):

FOR ACTION: pay) Leac i Jack Marsh
Max Friec=—-390rf " Jim Cavanaugh
Ken Lazar -~ Warren Hendriks
Bill Seigr=*=%

FROM THE STAFE_' SECRET -

DUE: Date: wednesday, ~ -cembexr 31 . noon

SUBJECT:

8. 2327 - Real ~~»>tate Settlement Procedures
Act Am~~ -2lents of 1975

ACTION REQUESTED:

For Your Recommendations

For Necessary Actin:

e Draft Reply

Prepare Agenda ar.

X _ For Your Commen Draft Remarks

REMARKS:

Please return to Judy ~~Pnston, Ground Floor West Wing

o Q@b .

PLEASE ATTACH THIS corv TO MATERIAL SUBMITTED.

, . 1 you anticipate a
If you have any questions - y : P
.. material, please

delay in submitting the i _
2 3 : waaalie. . “ . 5
telechone the Staff Secreias - e 4 w12
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THE WHITE HOUSE

WeaSHINZTON

DEC 30 1975

MEMORANDUM FOR: JIM CAVANAUGH
FROM: MAX L. FRIEDERSDORF% . 6 .
SUBJECT: S.2327 - Real Estate Settlement Procedures

Act Amendments of 1975

The Office of Legislative Affairs concurs with the agencies

that the subject bill be signed.

Attachments



THE WHITE HOUSE

ACTION MEMORANDUM WASHINGTON LOG NO.: 1540
Date: December 29 Time: 1B:80am
: Tod Hullin < ° 5 A ;
FOR ACTION:  ppy) Leach#4— B T ek e
~ Max Frledersdﬂrfcﬁ“—f Jim Cavanaugh
Ken Lazarus Legpr Warren Hendriks

FROM THE STAFF SECRETARY

DUE: Date: Wednesday, December 31 Times - e
SUBJECT:

H. 2327 - Real Estate Seétlement Procedures
Act Amendments of 1975

ACTION REQUESTED:

For Necessary Action For Your Recommendations

Prepare Agenda and Brief Draft Reply

X For Your Comments Draft Remarks

REMARKS:

Please return to Judy Johnston, Ground Floor West Wing

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED.

If you have any questions or if you anticipate a W
delay in submitting the required material, please K. R. COLE, JR.
telephone the Staff Secretary immediately. For the President
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THL WHITE HOUSL

ACTION MEMORANDUM WASHINGTON LOG NO.: 1540
Date: December 29 Time: 10:30am
Tod Hullin . : ]
. £ wation):
FOR ACTION: Paul Leach ce (for information) _Jack Marsh
Max Friedersdorf Jim Cavanaugh
Ken Lazarus Warren Hendriks

Bill Seidman

FROM THE STAFT SLCRETARY

DUZ: Dcte: Wednesday, December 31 Time: o oon

SUBJECT: | s

S. 2327 -~ Real Estate Settlement Procedures
Act Amendments of 1975

ACTION REQUESTED: ' t

For Necessary Action w—— For Your Recommendations i

Prepare Agenda and Brief Drait Reply ;

X For Your Comments — Draft Remarks . {
REMARKS: ;

Please return to Judy Johnston, Ground Floor West Wing

No objection., Suggest that consideration be given to a signing
statement which would be sensitive to the comments of the
Office of Consumer Affairs and consumer groups.

Ken Lazarus 12/31/75

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED.

If you have any quesiions or if you aniicipate a -
deiay in submiiiing the recouived material, please

televhone the $inif Secretary imemadiately. ; Tlest iyl e
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Calendar No. 403

941H CONGRESS } | SENATE - Reporr
T ' No. 94410

13t Session

RESPA AMENDMENTS

. OCTOBER 6 (legislétive day SeprEMBER 11), 1975.—Order to be pnnted e

Mr. Proxmire, from the Committee on Banking, Housing and
Urban Affairs, submitted the following -

REPORT

[To accompany S. 2327]

The Committee on Banking, Housing and Urban Affairs, to which
was referred the bill (S. 2327) having considered the same, reports
favorably thereon with an amendment and recommends that the bill
as amended do pass.

GENERAL STATEMENT

The bill suspends for a period of one year sections 4, 6, and 7 of the
Real Estate Settlement Procedures Act (P.L. 93-533) which requires
a complicated uniform settlement statement, a 12 day advanced dis-
closure of settlement costs by lenders, and a requirement, in some in-
stances, of the disclosure of the previous selling price of existing real
property. In addition, the bill will repeal section 121 (¢) of the Truth in
Lending Act which also requires a full statement of closing costs in
connection with consumer and home morgtage lending.

In the past several months, most members of Congress have received
a large volume of complaints from consumers, mortgage lenders, and
other interested parties about the high cost, delay and red tape in-
volved in complying with the foregoing provisions of the Real Estate
Settlement Procedures Act. Most of the witnesses appearing before
the Senate Banking, Housing and Urban Affairs Committee during
the oversight hearings on the Real Estate Settlement Procedures Act
held on September 15, 16, and 17, expressed dissatisfaction with the
present Act and called for quick action to improve the situation. The
one year suspension contained in the bill will bring immediate relief
to both the home buyers and sellers and the affected industry from the
unreasonable restrictions of the Real Estate Settlement Procedures
Act and afford Congress sufficient time to work with the appropriate
government agencies and interested parties to develop simplified pro-
cedures for the benefit of all involved in the real estate settlement

st-tt0




process. It is importémt to suspend these cumbersome procedures as
quickly as possible to relieve the consumer from the delays in real
estate settlements and the industry from the burdensome paper work.

ESTMATED COST OF THE LEGISLATION

In accordance with section 252 of the Legislative Reorganization
Act of 1970, the Committee reports that no cost will be incurred in
carrying out the bill.

CORDON RULE

In the opinion of the Committee, it is necessary to dispense with the
requirements of subsection 4 of rule XXIX of the Standing Rules of
the Senate in order to expedite the business of the Senate in connection
with this report. o . o

O

SR, 410,



94182 CONGRESS } HOUSE OF REPRESENTATIVES { ReporT
1st Session No. 94667

REAL ESTATE SETTLEMENT PROCEDURES

NovEMBER 14, 1975.—Committed to the Committee of the Whole House on the
State of the Union and ordered to be printed

Mr. Reuss, from the Committee on Banking, Currency and Housing,
submitted the following

REPORT
together with
~ DISSENTING VIEWS

[To accompany S. 2327]

The Committee on Banking, Currency and Housing, to.whom was
referred the bill S. 2327 to suspend sections 4, 6, and 7 of the “Real
Estate Settlement Procedures Act of 19747, havmg considered the
same, report favorably thereon with amendments and recommend that
the bill as amended do

The amendment to tﬁe text of the Bill strikes out all after the enact-
‘ing clause and inserts in lieu thereof a substltute text which appears
in italic type in the reported bill.

The title of the bill is amended to reflect the amendment to the text
of the blll

INTRODUCTIO\I AND BACKGROU\ID OF THE B

S. 2327 a bill to amend the Real Estate Settlement Procedures Act
of 1974, 1s ; the result of numerous problems:that have arisen subsequent
to enactment of the Real Estate Settlement Procedures Aect of 1974,
Public Law 93-5383, in December 1974, and its implementation on June
20, 1975. When enactmg the Real Estate Settlement Procedures Act
last year, your commitfee. was attempting to previde the prospective
homebuyer with ddequate protection. against unscrupulous practices
that were causing homebuyers to pay unconscionable fees-in closing
‘costs, and to provide homebuyers w1th adequa'te advance dlselosure of
what the costs of settlement would be..

" Real estate settlement practices are different in each of the 50 states
and each state differs extenswely w1th1n the numerous governmental

o
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subdivisions. The attempt of last year to legislate nationally with the
Real Estate Settlement Procedures Act on the problems that had arisen
with regard to real estate practices in a number of jurisdictions has
proved 1n many areas of the country to be unworkable, overly rigid in
a number of other areas, and too inflexible to be administered ade-
quately in those jurisdictions where real estate settlement practices
needed the attention of Federal regulations. Your committee still be-
lieves that Federal attention should remain directed at real estate
settlement practices around the country but not within the frame-
work of the 1974 Act.

S. 2327 would make major changes in RESPA by repealing the 12-
day advance disclosure provision embodied in section 6 of the Act. It
would provide that a disclosure of good faith estimates of settlement
costs be made in the special information booklet that are provided the
borrower at the time a written application for a mortgage loan is
made. This, your eommittee, believes continmes the Congressional in-
tent to provide the prospective homebyyer with general information
as to what their costs will be at the time of settlement. n N

The bill would also repeal the disclosure of previous selling price
provision of the Act (sectién:7§ Which your committee believes to be
basically an unworkable provision. The bill would make a number of
other important changes in the Aet, 'such as excluding construction
loans and second trusts from the definition of federally related mort-
gage loans, as well as excluding state agencies or instrumentalities
thereof from the definition of creditor. .

S. 2327 would grant the Secretary of HUD greater flexibility in
modifying the uniform settlement statement to adapt to area differ-
ences in procedures and to permit the HUD Secretary to exempt cer-
tain classes of settlements from these requirements. § s

The committee reported bill would also clarify the anti-kickback

rovisions of the Act (section 8) to make it clear that cgoperative bro-

erage and referral arrangements of real estate agents are exempt from
the prohibition of kickbacks gnd unearned fees. This .elarification
would also allaw the HUD Segretary, in consultation with the At-
torney General and other agencies, to exempt other payments or classes
of payments from this provisien, p 1
ince the implementation of RESPA on June 20 of this year, this
committee has received an enormous amount of complaints from all
around the country from lenders, real estate agents, sttorneys, and
most importantly, from the home-buying public. The Subcommittee
on Housing and Community Development conducted extensive hear-
ings on Qetober 28, 29 and 80, hearing testimony from lenders, reaitors,
title companies, consumer groups, attorneys, homebuilders, the Gen-
eral Counsel of the Department, of Housing and Urban Dewelopment,
and the Acting Chairman of the Federal Home Loan Bank Board and
a member of the Federal Reserve Board. The subcommittee heard
testimony on the various complaints regarding the implementation
and the administration of RESPA and on numerous bifls that have
been introduced to repeal the Act, bills to suspend certain provision#of
the Act for one year, and bills to make major changes én the Act. 1
The hearings before the subcommittee demonstrated that cetbain
changes were necessary to comply with the eriginal intent of the Con-
gress in enacting RESPA. Most witnesses agreed that advance disclo-

-~
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sure of settlement costs were necessary, but mortgage lenders pointed
out to the subcommittee that the costs incurred by them in administex-
ing the 12-day advance disclosure provision were from $35.00 to $90.00
per mortgage loan depending on the size of the institution, and ap-
proximately one hour of personnel time has been added per mortgage
loan in complying with section 4 of the Act. This considerable ad-
ministrative expense plus the additional time needed by tlie lender
to comply with the section 4 Uniform Settlement Statement provision
have complicated the already complex mortgage approval process, The
subcommittee was told by lenders that the period from formal loan ap-
plication to loan settlement had been increased by an average of 1114
days, and that borrowers were disturbed because of the additional ad-
ministrative procedures and additional time involved in obtaining the
loan. Mortgage loan closings; the subcommittee was told, were sub-
stantially delayed, increasing red tape, with borrowers and lenders
equally confused. Until recent changes in the regulations, financial in-
stitutions were even afraid to respond to oral inquiries about loan
terms over the telephone for fear of triggering booklet distribution and
disclosure forms. The subcommittee was told that processing delays
were causing buyers to lose earnest money and numerous transactions
were terminated because of the complications caused by the Act. The
presence of civil and criminal penalties caused lending institutions to
be extremely wary of providing facts and figures of what must be dis-
closed. It was certainly not the intention of your committee in enacting
RESPA last year to have caused these types of ciréuthstsiices,

The bill reported by your committee was strofigly endorsed by ‘a
number of consumer groups. A representative of the Consumer Fed-
eration of America stated, “We enthusiastically endorse H.R. 10283
(the subeommittee-approved bill) as being an eminéntly reasonable
solution to the substantive problems which RESPA has entailed.” The
witness went on further, “We-implore his subcommittde to persist inh
their recognition that most of the parties involved in this issue are not
and never have been far apart on desired goals and solutions. H.R.
10283 is a magnificent opportunity to bring lenders, credit unions, real-
tors, title companies and consumers together.” 1 (

' Your committee has reported a bill which retains the goals and pur-
poses that the Congress established in passing the Real Estate Settle-
ment Procedures Act of last year by making the Act a workable instru-
ment on behalf of all of the parties involved in 4 Yedl estate
transaction.

Waar tae B Wouwp Do

The committee bill makes two significant and several technical and
improving changes in the procedures established by the Real Estate
Settlement Procedures Act of 1974 (RESPA). One major modifica-
tion of RESPA affects the requirements for the advance disclosure of
settlement costs. The other important part of the committee bill re-
peals provisions: of RESPA unrelated to settlement eests which re-
quire disclogures by sellers of homes of the purchase price and other
information. - ;

Your committee believes that the Federal Government should as-
sume a role in making real estate transfers more uniform and efficient,
in order to reduce costs far both sellers:and buyers. However, your
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committee is convinced that several provisions of RESPA miss the
mark and are counter productive.

Advance disclosure of settlement costs i

The advance settlement disclosure provisions of RESPA require
lenders to determine the exact amount, or if that 1s not.poss1blq, a good
faith estimate of the amount, of each charge to be incurred by the
buver and the seller in connection with a real estate settlement. This
information must be supplied to the buyer, the seller, and any federal
agency insuring or assisting the loan. This information must be col-
lected and furnished in accordance with certain rigid time constraints:
namely, at the time the loan commitment is made b% the lender but,
in no event, later than 12 days prior to settlement, he 12-day limit
can be waived by the buyer, in accordance with regulations issued by
the Secretary of Housing and Urban Development, but. the require-
ment of disclosure at the time of loan commitment cannot be waived.
Lenders who violate these requirements are subject to civil damages.

The major purpose of this provision of RESPA is to afford the
buyer and seller the opportunity and the time to shop for settlement
services at prices lower than those charged for services arranged for
by the lender. Another purpose of this provision is to protect the
buyer and the seller against unexpected or unreasonable charges
which might be imposed at the time of settlement. ;

While the advance disclosure provisions of RESPA are a logical
way to reach toward these objectives they are neither necessary nor,
as experience has borne out, desirable. For most buyers and sellers of
real estate the settlement process is something of a mystery, with the
actual providers of services paid for at settlement rarely visible and
the nature of their product arcane. In the course of arranging for the
sale or purchase of a home, most buyers and sellers are involved with
numerous matters and are most concerned that the sales transaction
Dbe consummated without complications. ;LI

In the committee’s view, proeedures should be adopted which in-
form prospective buyers of the details of the settlement process and
which equip them to spot and avoid unreasonable charges. Your com-
mittee believes that the existing provisions of RESPA which require
lenders to. provide special information booklets on settlement pro-
cedures are good provisions. The committee bill amends these provi-
sions to maie the special information booklets considerably more
useful.

Under RESPA, special information booklets are prepared by or
under the direction of the Secretary of HUD and distributed to lenders
who in turn are required to distribute them to prospective borrowers
at the time an application for a loan is reeeived. These booklets con-
tain (1) a description and explanation of the nature and purpose of
each cost ineident to a real estate settlement; (2) an explanation of:the
choices available to buyers of residential real estate.in selecting per-
sons to provide necessary services inciderit to a real estate settlement;
(3) an explanation of the unfair practices and unreasonablé or un-
necessary charges to be avoided by the prospective buyer with respect
to a real estate settlement; (4) an explanation amd sampleiof’the
standard real estate settlement form; and. (5) a idescription. and ex-
planation of the nature and purpose of escrow accounts.

5

The committee bill requires the lender to include with the special
information booklet a good faith estimate of the amount or range of
charges for specific settlement services the prospective borrower is
likely to incur in connection with a settlement. The figures provided
the prospective borrower are estimates of the settlement charges pre-
vailing in the area and applicable with respect to the particular lender.
These estimates could appear on pre-printed forms geared to various
sales prices or mortgage amounts at intervals of, for example, $2,500.
Where the lender will arrange to have a settlement service provided
by a particular provider, the prospective borrower should be so in-
formed and the estimates given should reflect the lender’s knowledge of
the cost of that service.

Armed with the special information booklet, at an early stage, as
expanded by the committee bill to include estimates of settlement costs,
the prospective borrower is adequately equipped to shop, or not to shop
if he so wishes, for settlement services, or to question or not to question
the reasonableness of a settlement charge. No amount of federal re-
quirements and red tape can substitute for an informed consumer who
can insist on fair dealings and say “no” to unreasonable charges.
Accordingly, the committee bill repeals the rigid and onerous advance
disclosure provisions of RESPA in favor of provisions designed to
provide early and meaningful information to consumers in a manner
that is not burdensome to the parties involved in the real estate
transaction. i

Disclosure of previous selling price

The committee bill repeals section 7 of RESPA which requires the
lender to refrain from giving a loan commitment with respect to
existing homes until it has confirmed' that the seller has given the
buyer certain information with respect to the name and address of
the owners of the property, the date the property was acquired, and,
where the property has been owned for less than two years and has
never been used by the seller &s a place of residence, the purchase price
of the last arm’s length transfer of the property and the cost of any
improvements excluding maintenance repairs. The provision imposes
criminal penalties on lenders and sellers who fail to comply.

By all accounts, section 7 of RESPA is a defective and unworkable
provision. Your committee expended considerable effort ta determnine
whether section 7 could be reworked to achieve its objective, but with-
out success. The obiective of section 7 is on its face unassailable:
namely, to make it difficult for unscrupulous speculators, often acting
in coopération with appraisers, lenders, and government employees, to
sell older, defective homes at prices far in excess of their true value.

. While the objective of this provision is fairly narrow, its coverage
is extremely broad. For everv unscrupulous seller covered, tens of
thousands of honest sellers and lenders are exposed to criminal penal-
ties. Not only is the coverage of the provision extensive, it is also un-
clear. The Department of Housing and Urban Development has been
deluged with requests for clarification of various parts of the provi-
sions. While HUD has no specific authority to interpret this criminal
provision, it has attempted, in cooperation with the Department of
Justice, to provide guidance on such matters as the treatment of sales
by executors, ownership of property in trust, foreclosures or bank-

i
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ruptey sales, land sales contracts where the seller retains legal title,
and condominium and cooperative conversions, as well as te such mat-
ters as what is a maintenance repair and a place of residence,

The committee has received information that many lenders have
taken elaborate and burdensome precautions to avoid possible crimi-
nal habilities under this provision and it is concerned that in time the
provision can have a discouraging impact on the willingness of lenders
to make mortgage loans in inner city areas since typically absentee
ownership is higher in such areas.

Even in those cases in which section 7 is applicable to a sale by an
unscrupulous speculator, the protection is inadequate since section 7
is structured in such a way that the disclosures can be made by the
seller after signing of the sales contract, thus leaving the buyer with
the difficult choice of losing his earnest money or buying a home whose
value is probably, but not certainly, less than the sales price.

It is the committee’s view that any federal legislation in this area
must be sharpened and applied to the narrow range of transactions in-
volving speculator- abuses. In this connection, the committee takes
recognition of the efforts of the Department of Housing and Urban
Development to tighten its procedures to asssure that homes sold with
FHA assistance in inner city areas are not overpriced. Many of the
speculator abuses brought to the attention of the committee involved
FHA programs, particularly subsidized and low downpayment pro-
grams, as they operated in inner city areas. Buyers all too often relied
on FHA appraisers to warrant the value and sound condition of the
properties and were misled by inept or corrupt FHA employees or
agents. The committee is satisfied that the stringent procedures adopted
by HUD can effectively preclude deceitful sales and intends very
shortly to examine the actual results of these safeguards in the course
of conducting field hearings on the operations of the FHA.

Technical and improving amendments

The committee bill makes several modifications in the provisions of
RESPA which were recommended by the Department of Housing and
Utrban Development on the basis of its experience in administering
RESPA and by those affected by RESPA. )

(1) Types of loans covered. The committee bill exempts from
RESPA coverage temporary financing such as construction loans, sec-
ond liens, most mortgages given by individual sellers, and loans made
by State agencies or instrumentalities. ) '

(2) Uniform settlement statement. A uniform settlement statement,
developed by HUD, is required under RESPA to be used to show all
settlement charges. The committee bill permits the deletion of those
items that are not relevant to particular locales, makes clear that noth-
ing in RESPA requires that the seller receive information on the
buyer’s settlement costs or vice versa, requires that the person conduct-
ing the settlement make the completed settlement statement available
to the buyer at or before settlement unless waived by the buyer or the
Secretary of HUD determines compliance is impractical, and elimi-
nates the requirement that truth-in-lending information be included
seller or lender pays all settlement costs, it is not intended that a uni-
form settlement statement be furnished or that settlement”cost esti-
mates be provided to the buyer at the time of loan application.’:

-

et T L

7

(3) Special information booklets. The Committee bill makes clear
that the requirement that a lender provide special information book-
lets and settlement cost estimates is to be triggered upon its receipt
or preparation of a written application. Under the existing pro-
visions of RESPA, many lenders are reluctant to respond to in-
formal or telephone inquiries from prospective borrowers because of
uncertainty as to whether such oral communications might trigger
RESPA requirements.

(4) Prohibition against kickbacks and unearned fees. The committee
bill makes clear that cooperative brokerage and referral agreements
between real estate agents and brokers relating to real estate sales
commissions are not considered kickbacks and authorizes the Secretary
of HUD to exempt other classes of transactions or payments from
this provision. ' ,

(6) Limitation on requirements of advance deposit in escrow ac-
counts. The committee bill increases from 1, to 14 of the estimated
taxes and insurance payable in the ensuing 12 month period, the
amount permitted to be included in the balance maintained in escrow.
This change is necessary since monthly mortgage payments are often
due shortly before a tax payment should be made and such mortgage
payments are often made late. The bill also makes technical changes
to this provision.

(6) Administration of RESPA. The committee bill gives the Sec-

- retary of HUD the specific authority to intepret all provisions of

RESPA and to grant reasonable exemptions for classes of transactions.

" Effective dates

All the amendments made by the committee bill are effective upen
enactment. However, some of the provisions make extensive changes
in the requirements of RESPA which will entail the publication of
proposed and final regulations and the dissemination of information.
To permit time for these revisions, the bill permits the Secretary of
HUD to suspend the revised provisions of RESPA dealing with the
uniform settlement statement and the special information booklet
for up to 180 days.

STATEMENTS REQUIRED IN Accorpance WirH House Rures

In compliance with clause 2(1) (3) and 2(1) (4) of rule XTI of the
Rules of the House of Representatives, the following statements are
made: . ,

With regard to subdivision (A) of clause 3, relating to oversight
findings, the committee finds, in keeping with clause 2(b) (1) of rule
X, that this legislation is in full compliance with the provision of this
rule of the House, which states: ,

In addition, each such Committee shall review and study
any conditions or circumstances, which may indicate the
necessity or desirability of enacting new or additional legis-
lation within the jurisdiction of the committee * * *, A

The objective of this legislation is to amend the Real Estate Settle-
ment Procedures Act of 1974 to repeal or amend those provisions of

that Act which have been found unworkable or defective.
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With respect to subdivisions (C) and (D) of clause 3, the commit-
tee advises that no estimate or comparison has been prepared by the
Director of the Congressional Budget Office. relative to any of the

provisions of S. 2327, nor have any oversight findings or recommenda-

tions been made by the Committee on Government Operations with
respect to the specific subject matter contained in S. 2327.

In compliance with clause 2(1) (4) of rule XI of the House of Rep-
resentatives, the committee makes the following statement: S, 2327
will have no inflationary impact; in fact, it would have an anti-
inflationary impact because it would reduce the cost to lenders, sellers
of homes, buyers, and other parties to real estate transactions by elimi-
nating various time-consuming and disruptive procedures required by
the provisions of the Real Estate Settlement Procedures Act of 1974.

In compliance with clause 7(a) of rule XIIT of the House of Repre-
sentatives, the following statement is made : S. 2327 involves no budget
authority or outlays. '

In compliance with clause 2(1)(2) of rule XI of the House of
Representatives, the following statement is made relative to the record
vote on the motion to report S. 2327. ‘A total of 31 votes was cast for
reporting and 5 votes against reporting.

SECTION-BY-SECTION SUMMARY OF THE BILL

SECTION 1

This section would provide that this Act be cited as the “Real
Estate Settlement Procedures Act Amendments of 19757,

SECTION 2

This section would amend Section 3(1) of the Real Estate Settle-
ment Procedures Act of 1974 (RESPA) to exclude from the definition
of a “federally related mortgage loan” any construction loan, second
trust, and a mortgage eligible for purchase by, but not intended to be
sold to GNMA, FNMA, or FHLMC. This section would also exclude
any agency or instrumentality of a State from the definition of
“creditor™.

' SECTION 3

This section would amend Section 4 of RESPA dealing with the
Uniform Settlement Statement to allow greater flexibility in modify-
g the standard form prescribed by the Secretary of HUD to adapt
to area differences in laws and customs. Ttems may be deleted from
the form if they are not applicable in that locality under local law
and custom. Any items from the standard form that are retained in the
local form, however, would be required to carry the numerical code
prescribed by the Secretary of HUD. It would not be required that
information included in the standard form relating to the borrower's
transition be given to the seller or that information relating to the
seller’s transaction be given to the borrower.

This section would also require that the settlement statement be pro--

vided to the borrower by the person conducting the settlement at or
before settlement. The Secretary of HUD could exempt certain classes

-
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of settlement from this requirement if the settlements occurred in

areas where the settlement statement was not customarily provided at
or before the date of settlement or if the requirement was impractical.
In addition, the borrower, in accordance with HUD regulations, could

“waive his right to have the settlement statement made available at or

prior to settlement. This section would also eliminate the requirement
that truth-in-lending information be included as part of the statement.

SECTION 4

This section would amend Section 5 of RESPA by adding a new
subsection providing that the special information booklets designed
to explain the nature and costs of real estate settlement services should
include good faith estimates of the amount of range of charges for
specific settlement services the borrower is likely to incur. This section
would also make it clear that the information booklet is reguired to
he given to the borrower whenever a written application for a mort-

= . ‘
@age loan is submitted or prepared.

SECTION 5

This section would repeal Section 6 of RESPA which required that
the uniform settlement statement itemizing closing costs be given to the

borrower at the time of the loan commitment or at least twelve calendar

days prior to settlement.
' SECTION 6

This section would repeal Section 7 of RESPA which required that
the seller or his agent disclose in writing to the buyer the name and
address of the present owner of the property being sold, the date the
property was acquired by the present owner, and, if the seller had
owned the property for less than two years and had not resided on the
property, the purchase price the seller paid and the cost of any im-
provements he made to the property.

SECTION 7

This section would amend Section 8 of RESPA to make clear that
cooperative brokerage and veferral arrangements of real estate agents
are exempt from the prohibition against kickbacks and unearned fees.
This section also allows the Secretary of HUD, in consultation with
the Attorney General, the VA Administrator, the FDIC, Federal Re-
serve System, Governors, and the Secretary of Agriculture, to exempt
other payments or classes of pavments or other transfers.

SECTION 8

This section would amend Section 10 of RESPA by making techni-
cal changes involving terminology with respect to the dates on which
property taxes are customarily paid. This section would also require
that in addition to amounts required for the payment of taxes, insur-
ance premiums, and other charges due at settlement, the buyer could
not be required at settlement to place in an escrow account more than

H. Rept. 94-667
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one-sixth of the estimated total amount of such taxes, insurance pre-
miums, and other charges payable within the twelve-month period be-
ginning on the date of settlement. In addition, monthly payments into
escrow accounts could be required in amounts sufficient to maintain a
surﬁ)lus of one-sixth of estimated total amount payable in the coming
twelve-month period.

SECTION 9

This section would amend Section 18 of RESPA by deleting subsec-
tion (b) which provided Federal protection against liability under
RESPA or other State laws for Acts done or omitted in good faith in
accordance with the rules, regulations or interpretations issued by
RESPA by the Secretary of HUD. This protection is reestablished in
Section 10 of the bill.

SECTION 10

This section would create a new Section 19. Subsection (a) would
authorize the Secretary of HUD to issue rules, regulations and inter-
pretations, as well as make certain exemptions as may be necessary to
achieve the purposes of the Act. Subsection (b) would replace the
subsection deleted by Section 9 of this Act.

SECTION 11

This section would repeal Section 121(c) of the Truth-in-Lending
Act which requires a full statement of closing costs in connection with
consumer and home mortgage loans.

SECTION 12

_ This section would provide that the Act is effective upon enactment
but that the Secretary could suspend up to 180 days the provisions of
Section 4 and Section 5 of RESPA, as amended.

Craxers 1x ExisTiNg L.Aw MapE BY TiE BiLL, s REPORTED

In compliance with clause 3 of Rule XIIT of the Rules of the House
of Re%)resenmtives, changes in existing law made by the bill, as re-
ported, are shown as ‘follg(g)ws (existing law proposed to be omitted is
enclosed in black brackets, new matter is printed in italics, existing
law in which no change is proposed is shown in roman) :

REAL ESTATE SETTLEMENT PROCEDURES ACT OF 197
% * * * * P =

Skc. 3. For purposes of this Act—

(1) the term “federally related mortgage loan” includes any
lo}a{p }g other than temporary financing such as a construction loan)
which—

_(A) 1s secured by a first lien on residential real property
(including individual units of condominiums and coopera-
tives) designed principally for the occupancy of from one
to four families; and i
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(B) (i) is made in whole or in part by any lender the de-
posits or accounts of which are insured by any agency of the
Federal Government, or is made in whole or in part by any
lender which is regulated by any agency of the Federal Gov-
ernment; or .

(i1) is made in whole or in part, or insured, guaranteed,
supplemented, or assisted in any way, by the Secretary or
any other officer or agency of the Federal Government or
under or in connection with a housing or urban development
program administered by the Secretary or a housing or re-
lated program administered by any other such officer or
agency; or

(ii1) [is eligible for purchase by] is intended to be sold by
the originating lender to the Federal National Mortgage
Association, the Government National Mortgage Association,
[or] the Federal Home I.oan Mortgage Corporation, or
[ from anyJ « financial institution from which it [could] ¢s o
be purchased by the Federal Home Loan Mortgage Corpora-
tion; or

(iv) is made in whole or in part by any “creditor”, as
defined in section 103(f) of the Consumer Credit Protection
Act (15 U.S.C. 1602(f) ), who makes or invests in residential
real estate loans aggregating more than $1,000,000 per year,
except that for the purpose of this Act, the term “creditor”

, does not include any agency or instrumentality of any State;
* * * * % * *

Sec. (@) The Secretary, in consultation with the Administrator of
Veterans’ Affairs, the Federal Deposit Insurance Corporation, and
the Federal Home Loan Bank Board, shall develop and prescribe a
standard form for the statement of settlement costs which shall be used
(with such [minimumJ variations as may be necessary to reflect [un-
avoidable] differences in legal and administrative requirements or
practices in different areas of the country) as the standard real estate
settlement form in all transactions in the United States which involve
federally related mortgage loans, Such form shall conspicnously and
clearly 1temize all charges imposed upon the borrower and all charges
imposed upon the seller in connection with the settlement and shall
indicate whether any title insurance premium included in such charges
covers or insures the lender’s interest in the property, the borrower’s
interest, or both. [Such form shall include all information and data
required to be provided for such transactions under the Truth in Lend-
ing Act and the regulations issued thereunder by the Federdl Re-
serve Board, and may be used in satisfaction of the disclosure require-
ments of that Act, and shall also include provision for execution of the
waiver allowed by section 6(c).J 7The Secretary may, by regulation,
permit the deletion from the form prescribed under this section of items
which are not, under local laws or customs, applicable in any locality,
except that such requlation shall require that the numerical code pre-
sersbed by the Secretary be retained in forms to be used in all localities.
Nothing in this sction may be construed to requive that that part of
the standard form which relates to the borrower’s transaction be fur-
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nished to the seller, or to require that that part of the standard form
which relates to the seller be furnished to the borrower.

() The form prescribed under this section shall be completed and
made available for inspection by the borrower at or before settlement
by the person conducting the settlement, except that (1) the Secretary
may exempt from the requirements of this section settlements occur-
ring in localities where the final settlement statement is not custom-
arily provided at or before the date of settlement, or settlements where
such requirements are impractical and (2) the borrower may, in ac-
cordance with regulations of the Secretary, waive his right to have
the form made available ot such time.

Sec. 5. (a) * * *

* £ * £ %k * *

(¢) Each lender shall include with the booklet a good faith estimate
of the amount or range of charges for specific settlement services the
borrower is likely to incur in connection with the settlement as pre-
scribed by the Secretary. '

[(c)] (d) Each lender referred to in subsection (a) shall provide
the booklet described in such subsection to each person from whom it
receives [an application] or for whom it prepares a written applica-
#ion to borrow money to finance the purchase of residential real estate.
Such booklet shall be provided at the time of receipt or preparation
of such application.

L(d)] (e) Booklets may be printed and distributed by lenders if
their form and content are approved by the Secretary as meeting the
requirements of subsection (b) of this section.

ADVANCE DISCLOSURE OF SETTLEMENT COSTS

[Sxkc. 6. (a) Any lender agreeing to make a federally related mort-
gage loan shall provide or cause to be provided to the prospective
borrower, to the prospective seller, and to any officer or agency of the
Federal Government proposing to insure, guarantee, supplement, or
assist such loan, at the time of the loan commitment, but in no case
later than twelve calendar days prior to settlement, upon the standard
real estate settlement form developed and prescribed under section 4,
or upon a form developed and prescribed by the Secretary specifically
for the purposes of this section, and in accordance with regulations
preseribed by the Secretary, an itemized disclosure in writing of each
charge arising in connection with such settlement. For the purposes of
complying with this section, it shall be the duty of the lender agreeing
to make the loan to obtain or cause to be obtained from persons who
provide or will provide services in connection with such settlement the
amount of each charge they intend to make. In the event the exact
amount of any such charge is not available, a good faith estimate of
such charge may be provided.

L(b) If any lender fails to provide a prospective borrower or seller
with the disclosure as required by subsection (a), it shall be liable to
such borrower or seller, as the case may be, in an amount equal to—

5( 1) the actual damages involved or $500, whichever is greater,
an
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L (2) in the case of any successful action to enforce the foregoing
liability, the court costs of the action together with a reasonable
attorney’s fee as determined by the court; o

except that a lender may not be held liable for a violation in any
action brought under this subsection if it shows by a preponderance
of the evidence that the violation was not intentional and resulted
from a bona fide error notwithstanding the maintenance of procedures
adopted to avoid any such error. ]

L (c) The provisions of subsection (a) shall be deemed to be satisfied
with respect to a borrower or seller in connection with any settlement
involving a federally related mortgage loan if the disclosure required
by subsection (a) is provided at any time prior to settlement and the
prospective borrower or seller, as the case may be, executes, under
terms and conditions prescribed by regulations to be issued by the
Secretary after consultation with the appropriate Federal agencies, a
waiver of the requirement that the disclosure be provided at least
twelve calendar days prior to such settlement. In issuing such regula-
tions, the Secretary shall take into account the need to protect the
borrower’s and the seller’s right to a timely disclosure. )

[(d) With respect to any particular transaction involving a feder-
ally related mortgage loan, no borrower shall maintain an action or
separate actions against any lender under both the provisions of this
section and the provisions of section 130 of the Consumer Credit Pro-
tection Act (15 U.S.C. 1640). _ o

[(e) The provisions of this Act shall supersede the provisions of
section 121 (c) of the Consumer Credit Protection Act insofar as the
latter applies to federally related mortgage loans as defined in this
Act. ' ‘

[S]Pc 7. (a) No lender shall make any commitment for a federally
related mortgage loan on a residence on which construction has been
completed more than twelve months prior to the date of such commit-
ment unless it has confirmed that the following information has been
disclosed in writing by the seller or his agent to the buyer—

L (1) the name and addvress of the present owner of the property
being sold; : '

[(2) the date the property was acquired by the present owner
(the year only if the property was acquired more than two years
previously) ; and ‘ »

F(8) if the seller has not owned the property for at least two

. years prior to the date of the loan application and has not used
the property as a place of residence, the date and purchase price
of the last arm’s length transfer of the property, a list of any
subsequent improvements made to the property (excluding main-
tenance repairs) and the cost of such improvements.

[ (b) the obligations imposed upon a lender by this section shall be
deemed satisfied and a commitment for a federally related mortgage
loan may thereafter be made if the lender receives a copy of the writ-
ten statement provided by the seller to the buyer supplying the infor-

© mation required by subsection (a).

L(c) Whoever knowingly and willfully provides false information
under this section or otherwise willfully fails to comply with its
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requirements shall be fined not more than $10,000 or imprisoned for

not more than one year, or both.J
Skc. 8. (a) * * *

* * o #
(¢) Nothing in this section shall be construed as prohibiting (1)
the payment of a fee (A) to attorneys at law for services actually
rendered or (B) by a title company to its duly appointed agent for
services actually performed in the issuance of a policy of title insur-
ance or (C) by a lender to its duly appointed agent for services ac-
tually performed in the making of a loan, [or] (2) the payment to any
person of a bona fide salary or compensation or other payment for
goods or facilities actually furnished or for services actually per-
formed, or (3) payments pursuant ta cooperative brokerage arrange-
ments between real estate agents, and referral arrangements or agree-
ments between real estate agents and brokers, or (4) such other pay-
ments or classes of payments or other transfers as are specified in
regqulations prescribed by the Secretary, after consultation with the
Attorney General, the Administrator of Veterans’ Affairs, the Federal
Home Loan, Bank Board, the Federal Deposit Insurance Corporation,
the Board of Governors of the Federal Reserve System, and the
Secretary of Agriculture.
* % & £ bk * *

[LIMITATION ON REQUIREMENT OF ADVANCE DEPOSITS IN ESCROW
) ACCOUNTS

[Sec. 10. No lender, in connecion with a federally related mortgage
loan, shall require the borrower or prospective borrower—

[ (1) to deposit in any escrow account which may be established
in connection with such loan for the purpose of assuring payment
of taxes and insurance premiums with respect to the property,
prior to or upon the date of settlement, an aggregate sum (for
such purpose) in excess of—

(A) in any jurisdiction where such taxes and insurance
premuims are postpaid, the total amount of such taxes and
insurance premiums which will actually be due and payable
on the date of settlement and the pro rata portion thereof
which has accrued, or

[(B) in any jurisdiction where such taxes and insurance
premiums are prepaid, a pro rata portion of the estimated
taxes and insurance premiums corresponding to the number
of months from the last date of payment to the date of
settlement,

plus one-twelfth of the estimated total amount of such taxes and
insurance premiums which will become due and payable during
the twelve-month period beginning on the date of settlement; or

[(2) to deposit in any such escrow account in any month begin-
ning after the date of settlement a sum (for the purpose of assur-
ing payment of taxes and insurance premiums with respect to the
property) in excess of one-twelfth of the total amount of the
estimated taxes and insurance premiums which will become due
and payable during the twelve-month period beginning on the first
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day of such month, except that in the event the lender determines
there will be a deficiency on the due date he shall not be prohibited
from requiring additional monthly deposits in such escrow account
of pro rata portions of the deficiency corresponding to the number
of months from the date of the lender’s determination of such
deficiency to the date upon which such taxes and insurance premi-
ums become due and payable.}

ESCROW ACCOUNTS

Sgo. 10. A lender, in connection with a federally related mortgage
loan, may not require the borrower or prospective borrower—

' (Z) to deposit in any escrow account which may be established
in conmection with such loan for the purpose of assuring payment
of taxes, insurance premiwms, or other charges with respect to
the property, in conmection with the settlement, an aggregate sum
(for such purpose) in excess of a sum that will be sufficient to pay
such tawes, insurance premiums and other charges attributable
to the period beginning on the last date on which each such charge
would have been paid under the normal lending practice of the
lender and local custom, provided that the selection of each such
date constitutes prudent lending practice, and ending on the due
date of its first full installment payment under the mortgage,
plus one-sizth of the estimated total amount of such taxes, in-
surance premiums and other charges to be paid on dates, as pro-
vided above, during the ensuing twelve-monith period; or

(2) to deposit in any such escrow account in any month be-
ginnaing with the first full installmens payment under the mortgage
@ sum (for the purpose of assuring payment of tares, insurance
premiums and. other charges which are reasonably anticipated
to be paid on dates during the ensuing twelve months which dates
are in accordance with the normal lending practice of the lender
and local custom, provided that the selection of each such date
constitutes prudent lending practice, plus (B) such amount as
is necessary to maintain an additional balance in such escrow
account not to exceed one-sixth of the estimated total amount
of such tawes, insurance premiwms and other charges to be paid
on dates, as provided above, during the enswing twelve-month
period. Provided, however, That in the event the lender deter-
mines there will be or is a deficiency he shall not be prohibited
from requiring additional monthly deposits in such escrow ac-
count to avoid or eliminate such deficiency.

* * * * * * *

Sec. 18, [(2)J This Act does not annul, alter, or affect, or exempt
any person subject to the provisions of this Act from complying with,
the laws of any State with respect to settlement practices, except to
the extent that those laws are inconsistent with any provision of this
Act, and then only to the extent of the inconsistency. The Secretary is
authorized to determine whether such inconsistencies exist. The Sec-
retary may not determine that any State law is inconsistent with any
provision of this Act if the Secretary determines that such law gives
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greater protection to the consumer. In making these determinations
the Secretary shall consult with the appropriate Ifederal agencies.

[ (b) No provision of this Act or of the laws of any State imposing
‘any liability shall apply to any act done or omitted in good faith in
conformity with any rule, regulation, or interpretation thereof by
the Secretary, notwithstanding that after such act or omission has
occurred, such rule, regulation, or interpretation is amended, rescinded,
or determined by judicial or other authority to be invalid for any

reason.}
AUTHORITY OF THE SECRETARY

Sec: 19. (a) The Secretary is authorized to prescribe such rules and
regqulations, to make such interpretations, and to grant such reason-
able exemptions for classes of iransactions, as may be necessary to
achieve the purposes of this Act. , ,

() No provision of this Act or the laws of any State imposing any
Lability shall apply to any act done or omitted in good, faith in con-
formity with any rule, requlation, or interpretation thereof by the
Secretary or the Attorney General, notwithstanding that after such
act or omission has occurred, such rule, requlation, or interpretation
is amended, rescinded, or determined by judicial or other authority to
be inwvalid for any reason.

EFFECTIVE DATE

Sec. [19] 20. The provisions of this Act, and the amendments made
thereby, shall become effective one hundred and eighty days after the
date of the enactment of this Act. ‘ S

SectioN 121(¢) or THE TrRuTH IN LENDING ACT

£ 121, General requirement of disclosure
* . & X * £ % * %

‘L(e) For the purpose of subsection (a), the information required
under this chapter shall include a full statement of closing costs to be
ineurred by the consumer, which shall be presented, in accordance
with the regulations of the Board—

[ (1) prior to the time when any downpayment is made, or
E[(2) in the case of a consumer credit transaction involving real
property, at the time the creditor makes a commitment with
‘respect to the transaction. . .
The Board may provide by regulation that any portion of the informa-
tion required to be disclosed by this section may be given in the form
of estimates where the provider of such information is not in a posi-
tion to know exact information.}
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DISSENTING VIEWS OF REPRESENTATIVE LEONOR K.
SULLIVAN

It took five years of hard work and some bitter battles in the House
Committee on Banking and Currency to enact a law last year to pro-
tect home buyers against predatory abuses, unconscionable over-
charges and flagrant “featherbedding” practices in the transfer of
residential real estate; it is now taking only five months of real estate
industry lobbying pressure to convert that law into a hollow shell
which would permit elements of the industry to resume doing many of
the very things which made the original law necessary.

HISTORY OF THE LAW

The Real Estate Settlement Procedures Act of 1974 (“RESPA”)
grew out of investigations by the Banking Committee in 196970 into
inner city real estate speculation abuses involving conventional mort-
gages from insured savings and loans in the District of Columbia, and
1n 1971-72 into the nationwide scandals involving subsidized housing
for low income families under the FHA Section 235 program. A
comprehensive series of articles by Ronald Kessler in the Washington
Post about the great variation in settlement costs in Maryland, Vir-
ginia, the District of Columbia and other areas of the Nation added
significant additional documentation of the need for corrective legisla-
tion dealing with real estate transfers. Studies made by the Depart-
ment of Housing and Urban Development under Section 701 of the
Emergency Housing Act of 1970 into excessive closing costs on FHA-
insured and VA-guaranteed mortgages prompted former HUD Sec-
retary George Romney to propose Federal regulation of prices charged
for settlement services on FHA and VA housing.

_All of these factors led to the inclusion in the comprehensive housing
bill approved by the Banking Committee in 1972 (but never acted on
in the House) a far-reaching Title IX which subsequently became the
basis for the separate legislation known as the Real Estate Settlement
Procedures Act of 1974, : o

THE DRIVE TO REPEAL RESPA

The Act is far less comprehensive than the legislation I originally
offered to the Housing bill in 1972. It was watered down so substan-
tially that all of the trade associations in the real estate industry sup-
ported it last year, and the legislation was eventually passed with
little controversy last December, to take effect June 20, 1975. However,
after it went into effect under regulations issued by HUD, industry
sources almost immediately began a campaign to repeal it, claiming
it was unworkable. Delays—which have always been characteristic
of real estate settlements—were now all being blamed on RESPA.

an
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Some home buyers who had to wait what they were told was an extra
two weeks for settlement “because of some crazy law passed by Con-
gress”, naturally joined in denouncing the Act. HUD subsequently
met all of the legitimate complaints by issuing a series of technical
amendments to the regulation and several legal interpretations which
eliminated all of the earlier problems of compliance with the law.

But the easing of the requirements through administrative action
came after so many protests had been initiated by the real estate in-
dustry over the “unworkability” of the new law that by then most
Members of Congress has been deluged with complaints.

The legislation the House is about to consider repeals two of the most
important requirements of the law-—one to provide home-buyers with
information in advance of settlement on the actual charges they are
going to be required to pay in order to obtain possession of the dwell-
ing; the other, a requirement that real estate speculators disclose to
buyers the previous selling price, in the last arm’s-length transaction,
and the cost of subsequent improvements of any property acquired by
the speculator within the previous two years and not used as his own
residence,

REPEAL OF ADVANCE DISCLOSURE REQUIREMENT

One of the sections of the Real Estate Settlement Procedures Act
which 8. 2327, as amended, would repeal is its most important provi-
sion—the heart of the law. It is intended to give home purchasers an
opportunity to shop around for the best terms on any real estate set-
tlement charges which are in fact negotiable. It is also intended to give
buyers ample advance warning—before going to settlement-—of how
much money they will need to have with them in order to cover all of
the multitude of fees, assessments, and charges of all kinds the buyer
will be required to pay at settlement. The law now provides for a
waiver of advance disclosure requirements to any buyer who needs or
merely wants to go to settlement without 12-day advance information
on the costs. HUD’s regulations now provide that by utilizing the
walver privilege, a setlement can occur within 24 hours after the clos-
ing costs are disclosed to the buyer. Thus, there is no longer any legiti-
mate basis for the attacks on the law as causing unnecessary delays.
This is a deliberate smoke screen at this point, an untrue charge being
vigorously promoted by the professionals in the real estate industry
who perhaps do not want their customers to learn how to negotiate
better terms for legal fees, title search, title insurance, and other ex-
penses of acquiring a mortgage and a home. Everyone who has ever
bought & home without having their own lawyer at their elbow through
every stage of the proceedings knows whereof I speak.

S. 2327, as amended and approved by the Committee on Banking,
Currency and Housing, professes to meet this situation by requiring
the lender merely to give the purchaser in advance only a “good faith
estimate of the amount or range of charges for specific setilement serv-
ices the borrower is likely to incwr™. But it should be noted that in re-
pealing Section 6, the bill eliminates any penalty whatsoever for fail-
ng to give information which is, in fact, a “good faith” estimate.
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And it will be only when the buyer actually goes to settlement that
he or she will learn exactly what settlement charges are being required.
There will not be even one day’s advance notice of the accurate costs.

Not only did the Committee reject my amendment to strike from the
bill the section repealing Section 6 of RESPA, but also rejected an
amendment by Representative Spellman to require that the actual set-
tlement charges merely be awvailable to the buyer one day before settle-
ment. This indicated to me that the Committee is not interested in
enabling home buyers to go to settlement fully prepared for what they
are going to be called upon to pay. Under the tension of signing the
mass of settlement papers, thrust at the buyer, one after another, by
people ordering one to “sign here” and “sign there”, the average home
buyer, and particularly the first-time buyer, is too intimidated by the
strangeness of the proceedings and the magnitude of the obligations
being assumed to question individual items at that point.

Ideally, every home buyer should have at every stage from sales
contract signing to settlement a lawyer who represents only the buyer.
Instead, the lawyer whose fee the home buyer is paying is often the
lender’s lawyer as well, and may also be representing the title company,
too, and may even be sharing in the premium for title insurance. Such
arrangements have been documented in our hearings, But until home
buyers become sophisticated enough to obtain their own lawyers before
entering into far-reaching real estate transactions, Section 6 of
RESPA, as presently written, is their only real protection against ex-
cegsive charges. It will be a sad day for consumers if this section of the
law is repealed after only five months of operation.

PROTECTING THE REAL RSTATE SPECULATOR

Another tremendously important consumer protection in RESPA
which this bill repeals is Section 7, providing for disclosure to the
buyer of the previous selling price, plus the cost of improvements, of a
house being sold by a real estate speculator who acquired it within the
preceding two years and did not use it as the speculator’s own residence.
This section of the law stemmed from the studies made by the Com-
mittee of Banking and Currency in previous Congresses into victim-
ization of low and moderate income families by.real estate speculators
buying up old homes at bargain prices and. after a few cosmetic
touches but no real repairs or improvements, selling them to unsuspect-
ing buyvers at fantastically inflated prices.

FHA, to its everlasting shame, went along with thousands of such
shoddy deals under the so-called 235" subsidized housing program.
But our investigations also showed that many such properties were
foisted on moderate income families in Washington and elsewhere
under conventional loans as well, issued during periods of relatively
easy mortgage market conditions by careless or corrupt officials of
savings and loans. ; ’ :

An experienced or knowledgeable home buyer makes it a point to
investigate the true value of a house offered for sale, including the
previous sale price and the cost of any improvements for which build-
ing permits were obtained. But what we found in our 1969-70 investi-
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gation, and also in 1971-72, was that many unsophisticated low income
home buyers-—subsidized or not—bought homes which had been bought
and sold several times in a matter of days or weeks, often in fictitious
straw party deals at sharply increasing prices to establish an artifi-
cially high “market price.”
- Bection 7 of RESPA now requires that the last arm’s length trans-
action of a speculator-sold home must be disclosed to the buyer. It
has already put a real crimp in unscrupulous real estate speculation,
without hurting the legitimate remodeler who puts fair value into a
restored property. The intensity of the drive to repeal Section 7 cer-
tainly indicates that Section 7 is doing what we intended it to do
and should therefore be retained in the law. If we take it out of the
law, the moderate income family buying a home from a professional
real estate speculator will again be helpless in defending against the
real estate “sharpies” who infest many of our inner cities.

It was unserupulous speculators who made the “235” program into
a crook’s grabbag, while the FHA eventually was left “bolding the
bag”—as owner of thousands upon thousands of dilapidated, aban-
doned housing. And what the FHA did not get stuck with, the Federal

Savings and Loan Insurance Corporation had to take over to bail out

failing savings and loans which had invested heavily in conventional
mortgages in overpriced speculator-sold houses. The facts have been
fully documented in Banking Committee investigations.

. Eliminating Section 7 from the law would give a new twist to the

Act. o ~
THE $9% BILLION ESCROW XKITTY

law’s acronym, R.E.S.P.A.—The Real Estate Speculator’s Protective -

In 1972, the Committee voted to include in the comprehensive Hous-
ing bill reported that year a provision calling upon the Federal Re-
serve Board to investigate the feasibility of requiring interest to be
paid by mortgage lenders on the escrow accounts they require mort-
gagors to establish and maintain for the payment of taxes and casualty
insurance. When the 1972 Housing bill died in the Rules Committee

that year, I asked the General Accounting Office to make such a study,

and 1t did so. ~

The GAQ reported that about $914 billion was being placed over a
year’s time in such accounts on one to four family dwelling units,
that an infinitessimal number of such accounts were interest bearing
(except in the few states which require interest to be paid on such ac-
counts) and that many lenders——particularly large institutions with
many mortgages outstanding—derived substantial profits from the
temporary investment of those funds. : :

But the GAQ study also indicated that smaller-sized real estate
lending institutions probably only broke even or perhaps even had
expenses from the maintenance of tax and insurance escrow aceounts
which exceeded the income from the escrow money. : .

Based on the GAO finding. I proposed including in RESPA last
year a provision which would not require interest to be paid on escrow
accounts but instead would give individual home buyers the option
of paying their own taxes and insurance rather than being required
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by the lender to maintain an interest-free escrow account for this
purpose. This proposal was rejected by the Committee last year and
again on the bill now before us. Since this legislation is scheduled
to come before the House under Suspension of the Rules, there will be
o op})omﬁnity to offer such an amendment on the House ¥loor. That
is unfortunate, because many of our home-buying constituents with
sizeable real estate tax bills each year would prefer to pay the taxes

‘directly, meanwhile investing the money in interest-bearing accounts.

Under most home mortgages, however, the home buyer does not have
that option. In rejecting that amendment, the Committee is further
acting to convert RESPA into a law to aid everyone involved in a real
estate transaction but the home buyer. ' '

REPEAL OF ADVANCE DISCLOSURES REQUIRED ON MORTGAGE FINANCE
B CIHARGES AND RATES UNDER TRUTHM IN LENQING ‘

Another glaring anti-consumer provision of S. 2327 as amended by

the - House. Banking Committee repeals requirements in both the
" Truth in Lending Act and the Real Estate Settleinent Procedures

Act that the finance charges called for in a mortgage on residential
Teal estate, including the exact annual percentage rate, must be dis-
closed prior to settlement. Lower court decisions have held that dis-

-closure of the interest rate and other aspects of the finance charge at
‘the time of settlement destroys the whole purpose of the Truth in

Lending Act in such transactions, by precluding any opportunity on
the part of the buyer to shop for the best terms. By the time the buyer
usually received this information it was on a take-it-or-leave-it basis
at settlement. The Federal Reserve Board thereupon recommended
that the Truth in Lending disclosures on residential real estate be
‘made at least 10 daysbefore settlement. BRI
- Congress last year amended the Truth in Lending Act therefore
to require that the Truth in Lending disclosures, along with estimated
-elosing costs, must be given the home buyer before a loan commitment
is issued by the lender. When RESPA - was passed, this section of
the Truth i Lending Act was allowed to stand as regards mortgages
not covered by RESPA, but all transactions covered by RESPA were
‘required to provide for disclosure of the Truth in Lending informa-
tion ag part of & package of other information called for under
RESPA. S

S. 2327 as amended would once again permit the lender to make the
Truth in Lending disclosures at the time of settlement, whether or not
the transaction is covered under RESPA. The result would be that
on a mortgage covered by Truth in Lending but not by RESPA, the
home buyer would not be entitled to any information in advance on
closing costs or finance charges and annual percentage rate; and on
those mortgages covered by RESPA, which includes most but not all
residential mortgages, the important Truth in Lending disclosures
would again come at the last minute.

This is yet another example of the way this bill has been written to

take away protections now in the law for consumers and twist the law
into an industry statute.
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'8, 2327 SHOULD BE DEFEATED

S. 2327, as amended by the House Committee on Banking, Currency
and Housing, is the real estate industry’s bill to pull the teeth of a
consumer law which has been in effect less than five months. We have
been deluged with-demands from constituents in that industry to either
repeal RESPA outright or pass this bill which eripplesit. .

As 1 told the Housing Subcommittee when this }i))ill was being acted
on at the Subcommittee level, I am reminded of the promise in the
1936 Republican Platform to repeal the Social Security Act as “un-
workable”. Now we are being urged after only five months of opera-
tion to get rid of the most important features of the “Home Buyers’
Security Act”. The new law has not had a fair chance to operate,
Granted that HUIYs original regulations were cumbersome and un-
clear; they have since been cleaned up and clarified. All of the legiti-
mate problems which the industry encountered under the regulations
during the first few months of the Act’s operations have been resolved

administratively. Unnecessary delays have been eliminated. Why, then,

the rush to gut the law? = . . ‘
The answer is that RESPA. now provides consumer-home buyers
with information they need in order to arrive at prudent decisions con-
nected with the largest expenditures most families ever make. An in-
dustry which generally succeeded for generations in making real estate
transfers incomprehensible——and excessively expensive—for most home
buyers apparently liked it better the old way.: 8. 2327 sheuld be de-
feated. The existing law should be given further opportunity to oper-
ate under HUD’s revised and more understandable requirements, It
should have at least a year of continued operation without change be-
fore we assess what ¢hanges are »eally necessary. By next June, we
can then make rational and deliberate improvements in.the Aét to
make it a more effective instrument for helping home buyers, instead
of tearing it apart under lobbying pressure from an industry which
depends for its very existence ‘on the. extensive assistance it receives
‘each year fram the Congress of the United States. o
-1 believe in, and have worked hard over 20 years, helping to write
legislation to aid the home building and real estate lendihg industry.
But when that industry mounts a direct attack on the consumers of
their product, as is being done in this ‘bill, my.loyalty is to the
consumer. L .
i - Lrovor K. Svirivan, M.C.

- e Tor
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REAL ESTATE SETTLEMENT PROCEDURES

DrceMBER 19, 1975.—Ordered to be printed

Mr. Reuss, from the committee of conference,
submitted the following

CONFERENCE REPORT

['To accompany S. 2327]

The committee of conference on the disagreeing votes of the two
Houses on the amendments of the Senate to the amendments of the
House to the bill (S. 2327) entitled “An Act to suspend sections 4, 6,
and 7 of the ‘Real Estate Settlement Procedures Act of 1974’ ”, having
met, after full and free conference, have agreed to recommend and
do recommend to their respective Houses as follows:

That the Senate recede from its amendment numbered 2.

Amendment numbered 1:

That the House recede from its disagreement to the amendment of
Ehe Senate numbered 1, and agree to the same with amendments as

ollows:

Strike out the matter proposed to be inserted by the Senate amend-
ment and restore the matter proposed to be struck out by the Senate
amendment.

On page 3, line 17, of the House engrossed amendments, insert the
following immediately after the first period :

Upon. the request of the borrower to inspect the form prescribed
under this section during the business day immediately preceding the
day of settlement, the person who will conduct the settlement shall
permit the borrower to inspect those items which are known to such
person during such preceding day.

And the Senate agree to the same.

Hexry Reuss,

Witniam A. Barrerr,

WirLiam S. MoorHEAD,

RoperT . STEPHENS, JT.,

Fernanp J. St GERMAIN,

Garry Brown,

Joux H. Rousseror,
Managers on the Part of the House.

WinLiam Proxwuirg,

JOHN SPARKMAN,

JAKE Garn,

57-006 Managers on the Part o f the Senate.



JOINT EXPLANATORY STATEMENT OF THE
COMMITTEE OF CONFERENCE

The managers on the part of the House and the Senate at the con-
ference on the disagreeing votes of the two Houses on the amendments
of the Senate to the amendments of the House to the bill (S. 2327)
entitled “An Act to suspend sections 4, 6, and 7 of the ‘Real Estate
Settlement Procedures Act of 1974’ ”, submit the following joint state-
ment to the House and the Senate in explanation of the effect of the
action agreed upon by the managers and recommended in the accom-
panying conference report:

AMENDMENT NUMBERED 1. COMPLETION AND INSPECTION OF SETTLEMENT
FORM IN ADVANCE

The Senate bill contained a provision not in the House amendments
which would require the settlement agent to complete the uniform set-
tlement form one business day prior to the day of settlement and to
make it available for inspection by the borrower.

The conference report contains the Senate provision in amended
form. The provision as revised makes clear that the obligation of the
settlement agent to make the settlement form available prior to settle-
ment is to be triggered by the request of the borrower and that the
agent’s sole obligation is to make available only that information
which is known to him at the time of disclosure. The amended lan-
guage also makes clear that the information is only required to be
made available sometime during the business day immediately preced-
ing the settlement day.

AMENDMENT NUMBERED 2 : TRUTH-IN-LENDING DISCLOSURES

The Senate bill contained a provision not in the House amendments
which would authorize the Federal Reserve Board to require the dis-
closure of all or a part of the information required in the Truth-in-
Tending Act at or prior to the time a written commitment to make a
real estate loan was issued. The conference report does not contain
the Senate provision.

The conferees believe that the advance disclosure of truth-in-lending
information, which has been provided as page three of the RESPA
statement, has been useful to consumers. With the repeal of section
6 of RESPA, there is doubt whether the Federal Reserve Board of
(Governors retains the authority to require advance disclosure of truth-
in-lending information. The conferees believe that continuation of
some form of advance truth-in-lending disclosure in consumer real
estate transactions has merit. However, this question was not treated in
hearings and neither of the banking committees has had an oppor-
tunity to consider the details of such disclosure. The conferees be-

(3)

H.R. 769
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lieve that rather than include a truth-in-lending provision in this Act,
the appropriate committees should consider the question early in
1976, and recommend legislation at the earliest feasible time.
Hexry Rreuss,
Wirriam A. BarrerT,
WirLiam S. MoormEAD,
Roserr G. StepHENS, JR.,
FERNAND J. ST GERMAIN,
Garry Brown,
JorN H. Rousskror,
Managers on the Part of the House.
WiLLiaM Proxmire,
JOHN SPARKMAN,
JAKE GARN,
Managers on the Part of the Senate.
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S. 2327

Rinety-fourth Congress of the Wnited States of America

AT THE FIRST SESSION

Begun and held at the City of Washington on Tuesday, the fourteenth day of January,
one thousand nine hundred and seventy-five

An Act

To amend the Real Estate Settlement Procedures Act of 1974.

Be it enacted by the Senate and House of Representatives of the
United States of America in Congress assembled, That this Act may
be cN;zed’ as the “Real Estate Settlement Procedures Act Amendments
of 19757,

SEc- 2. Section 3(1) of the Real Estate Settlement Procedures Act
of 1974 is amended—

(1) by inserting “(other than temporary financing such as a
construction loan)” 1mmed1ately after “includes any loan”;

(2) by inserting “a first lien on” immediately after “is secured
by” in subparagraph (A)

(3) by striking out “is eligible for purchase by” in subpara-
graph (B) (iii) and 1nsertmg in lieu thereof “is intended to be sold
by the originating lender to

i by stmkmg out “or” the first time it appears in subpara—
graph (B) (iii) ;

(5) by stmkmg out “from any” and “could” i in subparagraph
(B) (iii) and inserting in lieu thereof “a” and “is to”, respec-
tively; and

(6) by inserting the following immediately before the semi-
colon at the end of subparagraph (B) (iv) : “, except that for the
purpose of this Act, the term ‘creditor’ does not include any
agency or 1nstrumenta,hty of any State”.

Skc. 3. Section 4 of the Real Estate Settlement Procedures Act of
1974 is amended—

(1) by inserting “(a)” immediately before “The Secretary” in
the first sentence;

(2) by striking out the words “minimum” and “unavoidable”
in the parenthetical phrase in the first sentence;

(3) by striking out the last sentence thereof and inserting in
lieu thereof the following new sentences: “The Secretary may, by
regulation, permit the deletion from the form prescribed under
this section of items which are not, under local laws or customs,
applicable in any locality, except that such regulation shall require
that the numerical code prescribed by the Secretary be retained
in forms to be used in all localities. Nothing in this section may be
construed to require that that part of the standard form which
relates to the borrower’s transaction be furnished to the seller, or
to require that that part of the standard form which relates to the
seller be furnished to the borrower.”; and

(4) by adding at the end thereof the following new subsection :

“(b) The form prescribed under this section shall be completed and
made available for inspection by the borrower at or before settlement -
by the person conducting the settlement, except that (1) the Secretary y
may exempt from the requirements of this section settlements occur-
ring in localities where the final settlement statement is not customarily
provided at or before the date of settlement, or settlements where such
requirements are impractical and (2) the borrower may, in accordance
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with regulations of the Secretary, waive his right to have the form
made available at such time. Upon the request of the borrower to
inspect the form prescribed under this section during the business day
immediately preceding the day of settlement, the person who will
conduct the settlement shall permit the borrower to inspect those items
which are known to such person during such preceding day.”.

Skc. 4. Section 5 of the Real Estate Settlement Procedures Act of
1974 is amended—

(1) by redesignating subsections (¢) and (d) as subsections (d)
and (ez), respectively ;

(2) by inserting after subsection (b) the following new sub-
section :

“(c) Each lender shall include with the booklet a good faith esti-
mate of the amount or range of charges for specific settlement services
the borrower is likely to incur in connection with the settlement as
prescribed by the Secretary.”;

(3) by striking out “an application” in the first sentence of
subsection (d), as redesignated by paragraph (1) of this section,
and inserting in lieu thereof “or for whom it prepares a written
application”; and

4) by inserting “or preparation” immediately after “receipt”
in the second sentence of subsection (d), as redesignated by para-
graph (1) of this section.

SEc. 5. Section 6 of the Real Estate Settlement Procedures Act of
1974 is repealed.

Sec. 6. Section 7 of the Real Estate Settlement Procedures Act of
1974 is repealed.

Skc. 7. Section 8 of the Real Estate Settlement Procedures Act of
1974 is amended in subsection (c) by striking out “or” immediately
before “(2)”, and by inserting before the period at the end thereof the
following: , or (3) payments pursuant to cooperative brokerage and
referral arrangements or agreements between real estate agents and
brokers, or (4) such other payments or classes of payments or other
transfers as are specified in regulations prescribed by the Secretary,
after consultation with the Attorney General, the Administrator of
Veterans’ Affairs, the Federal Home Loan Bank Board, the Federal
Deposit Insurance Corporation, the Board of Governors of the Federal
Reserve System, and the Secretary of Agriculture”.

Src. 8. Section 10 of the Real Estate Settlement Procedures Act of
1974 is amended to read as follows:

“BSCROW ACCOUNTS

“Skc. 10. A lender, in connection with a federally related mortgage
loan, may not require the borrower or prospective borrower—

“(1) to deposit in any escrow account which may be established
in connection with such loan for the purpose of assuring payment
of taxes, insurance premiums, or other charges with respect to the
property, in connection with the settlement, an aggregate sum (for
such purpose) in excess of a sum that will be sufficient to pay such
taxes, insurance premiums and other charges attributable to the
period beginning on the last date on which each such charge would
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have been paid under the normal lending practice of the lender.

and local custom, provided that the selection of each such date
constitutes prudent lending practice, and ending on the due date
of its first full installment payment under the mortgage, plus
one-sixth of the estimated total amount of such taxes, insurance
premiums and other charges to be paid on dates, as provided
above, during the ensuing twelve-month period ; or

“{2) to deposit in any such escrow account in any month begin-
ning with the first full installment payment under the mortgage
a sum (for the purpose of assuring payment of taxes, insurance
premiums and other charges with respect to the property) in
excess of the snm of (A) one-twelfth of the total amount of the
estimated taxes, insurance Eremiums and other charges which are
reasonably anticipated to be paid on dates during the ensuin
twelve months which dates are in accordance with the norma.
lending practice of the lender and local custom, provided that the
selection of each such date constitutes prudent lending practice,
Elus (B) such amount as is necessary to maintain an additional

alance in such escrow account not to exceed one-sixth of the esti-
mated total amount of such taxes, insurance premiums and other
charges to be paid on dates, as provided above, during the ensuing
twelve-month period: Prowvided, however, That in the event the
lender determines there will be or is a deficiency he shall not be
prohibited from requiring additional monthly deposits in such
escrow account to avoid or eliminate such deficiency.”.

Sec. 9. Section 18 of the Real Estate Settlement Procedures Act of
1974 is amended by striking out subsection (b) and by striking out
“{a)” in subsection (a).

Skc, 10. The Real Estate Settlement Procedures Act of 1974 is
amended by redesignating section 19 as section 20 and by inserting the
following new section immediately after section 18:

“ AUTHORITY OF THE SECRETARY

“Src. 19. (a) The Secretary is authorized to prescribe such rules
and regulations, to make such interpretations, and to grant such rea-
sonable exemptions for classes of transactions, as may be necessary to
achieve the purposes of this Act.

“(b) No provision of this Act or the laws of any State imposing any
liability shall apply to any act done or omitted in good faith in con-
formity with any rule, regulation, or interpretation thereof by the
Secretary or the Attorney General, notwithstanding that after such
act or omission has occurred, such rule, regulation, or interpretation
is amended, rescinded, or determined by judicial or other authority to
be invalid for any reason.”,

Sec. 11. Section 121(c) of the Truth in Lending Act is repealed.
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Sxc. 12. The provisions of this Act and the amendments made hereby
shall become effective upon enactment. The Secretary may suspend
for up to one hundred and eighty days from the date of enactment
of this Act any provision of section 4 and section 5 of the Rea)] Estate
Settlement Procedures Act of 1974, as amended by this Act.

Speaker of the House of Representatives.

Vice President of the United States and
President of the Senate.



December 22, 1975

Dear Mr. Director:

The following bills were received at the White

House on December 22nd: /
y H.J. Bes. LR, Baohézx.a.

. H.R. lms/ Vx.n. 9968 /B.J. v( 1571/

(> !.R. / lw35
onRo ~573 t/noao 1&&/ 8. ?2

H.R. S%)O! / H.R. 10355 . 1869
5!{.3. 6673 v H.R. 20727 V8. 232’(/

Please let the President have reports and
recommendations as to the approval of these bills
as soon as possible.

Sincerely,

&hrt D. Lmer
Chief Executive Clerk

The Honorable James T. Lynn
Director

Office of Management end Budget
Washington, D. C.
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