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House Mortgage Rescue Heads to Floor  
Client Report: MORTGAGE67 

Executive Summary  

Today, House FinServ completed the mark-up, begun last week (see Client 

Report MORTGAGE66 ), of H.R. 5830, the FHA Housing Stabilization and 

Homeownership Retention Act (see FSM Report MORTGAGE62 ).  The bill would 

create a new FHA program in which loans would voluntarily be restructured into 

new, presumably more affordable ones after investors took a significant write-

down of principal.  The bill was reported by a vote of 46-21 following three days of 

contentious, often partisan bickering on the measure and related issues (e.g., the 

role of lawyers).  Although Chairman Frank (MA) made numerous concessions to 

Republicans to tighten provisions such as borrower eligibility, the reported bill is 

substantially similar to the introduced one.  On a roll-call vote, the panel rejected 

an amendment to clarify the voluntary nature of second-lien modifications, 

perhaps strengthening the hand of servicers in mandatory subordination should 

the legislation be enacted.  Chairman Frank plans to bring it to the House floor as 

early as next week, perhaps adding to it GSE reform (see FSM Report GSE99) and 

mortgage-origination standards (see FSM Report MORTGAGE49 ).  Sen. Dodd (D-

CT) plans a mark-up of his version of the legislation, alongside GSE reform, next 

week.  This report analyzes the final voting on the House bill. 

 

Analysis 

The Committee addressed the following amendments: 

- Meeks (D-NY):  to require the GAO to conduct a study on the effect of the 

subprime crisis on first-time homebuyers, adopted by voice vote. 
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- Watt (D-NC):  to authorize $40 million for the consultation of real estate 

attorneys by the Neighborhood Reinvestment Corporation on behalf of troubled 

homeowners, agreed to on reconsideration by a vote of 36-23. 

- Perlmutter (D-CO):  second-degree amendment to the Watt amendment, to 

increase funds for counseling intermediaries, adopted by a vote of 45-22. 

- Price (R-GA):  second-degree amendment to the Watt amendment, to prevent 

the attorneys consulted from filing lawsuits, not agreed to on a vote of 33-36. 

- Manzullo (R-IL):  to clarify that any agreement to extinguish second liens 

under the program is entirely voluntary by the second lien holders, not agreed to 

on a vote of 33-36. 

- Miller (D-NC):  to require reporting of information by servicers on which 

servicers have been modifying loans, on what terms, and how many loans.  The 

amendment was withdrawn when Chairman Frank agreed to work with Rep. 

Miller on the issue before the bill is considered on the House floor. 

- Hensarling (R-TX):  to limit the eligibility of borrowers for the FHA program 

to those who have successfully made the first 12 mortgage payments on time,  

rejected on voice vote. 

- Marshall (D-GA):  to allow those with bankruptcies to qualify for the program 

ÈÛɯ%' ɀÚɯËÐÚÊÙÌÛÐÖÕȮɯÈËÖ×ÛÌËɯÉàɯÈɯÝÖÛÌɯÖÍɯƗƚ-32. 

- Baca (D-CA):  to allow entities with written, implemented plans for in-person 

counseling to receive priority in funding, agreed to by voice vote. 

- Biggert (R-IL):  to allow FHASecure to allow for 40 year mortgages and for the 

use of risk-based pricing, not agreed to on a vote of 31-38. 

- Davis (R-KY):  to sunset the program after 2 years and eliminate the Oversight 

!ÖÈÙËɀÚɯÈÉÐÓÐÛàɯto extend the program after that, not agreed to on a vote of 33-36. 

- Garrett (R-NJ):  to remove the ability of borrowers to benefit from mortgage 

write-downs, not agreed to on a vote of 30-39. 

- Barrett (R-SC):  to allow the FHA to use FICO and other risk measurements to 

screen borrowers for this program, not agreed to on a vote of 33-36. 

- Neugebauer (R-TX):  to create a negative equity certificate in favor of the 

lender, similar to the proposal by OTS, instead of a soft-second lien in favor of the 

FHA, not agreed to on a vote of 22-47. 

- Bachmann (R-MN)-McHenry (R-NC):  to require lenders to pay a penalty for 

loans they originated that default under the FHA program, not agreed to on a vote 

of 33-36. 
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- Roskam (R-IL):  to disallow the insuring of any mortgage unless the 

underwriting documentation includes supporting documentation and to allow the 

Secretary to verify loan information by requesting documentation, not agreed to 

on a vote of 28-29. 

- Garrett:  to allow lenders to write down loans to only 90 percent, rejected on 

voice vote. 

- Neugebauer:  to reduce the 55 percent debt to income ratio cited in the bill, 

rejected on voice vote. 

- Hensarling:  to omit the use of debt-to-income as a qualification for FHA 

participation and to incorporate the use of median income, not agreed to on a vote 

of 28-36. 

- McHenry:  to require borrowers to certify that they have no interest in any 

other residential property prior to participation in the FHA program, agreed to by 

voice vote. 

- Price:  to strike the section that provides funds for the consultation of 

attorneys.  Rep. Price vacated his request for a recorded vote after the amendment 

failed on a voice vote. 

- Price:  to designate the $30 or $35 million in mortgage counseling for veterans 

returning from active duty, withdrawn. 

- Frank:  second degree amendment to the Price amendment, to authorize an 

additional $35 million for veterans rather than designating the current amount in 

the bill for veterans.  Rep. Price withdrew the amendment above rather than allow 

Chairman Frank to offer a second degree amendment. 

- McHenry:  to required that borrowers be given clear disclosure on new loan 

terms, such as the amount of a prepayment penalty, the percentage of the net 

proceeds that goes to the government, and the exit premium.  The amendment was 

adopted by voice vote. 

- Frank:  a second degree amendment to the McHenry amendment, to strike 

any requirement for signatures over disclosures, adopted by unanimous consent. 

- Hensarling:  to remove Oversight Board discretion in lowering the debt-to-

income ratio, adopted on a voice vote. 

- Biggert-LaTourette (R-OH):  to provide $32 million in funding for mortgage 

fraud investigation and prosecution by FBI agents, US Attorneys, and the 

Department of Justice, adopted by voice vote. 
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- Price:  secondary amendment to the Watt amendment, prioritizing mortgage 

counseling funding in favor of veterans returning from active duty, adopted on 

voice vote. 

- Frank:  a substitute amendment to the Watt amendment which would add 

additional funds for veterans financial counseling, adopted on a vote of 69-0. 

- Price:  second-degree amendment to the Frank substitute for the Watt 

amendment, to prioritize mortgage counseling funding in favor of veterans 

returning home from active duty, not agreed to on a vote of 33-36. 

- Price:  an amendment to require that Pay-Go rules apply to the bill, not agreed 

to on a vote of 29-37. 


