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The Housing and Community
Development Act of 1987 requires
creditors to notify eligible home-
owners with delinquent home loans
of the availability of any homeown-
ership counseling it provides as well
as the availability of such counsel-
ing provided by nonprofit organiza-
tions approved by the Department
of Housing and Urban Develop-
ment (HUD) or the Administrator of
Veterans Affairs, as appropriate.
The law does not appear to require
that creditors themselves provide
homeownership counseling.  Al-
though the statute delegated rule-
writing authority to HUD, that
agency has yet to either issue or pro-
pose any regulations to implement
the law. Nonetheless, HUD has
informed the Office of Regulatory

Activities that the statutory provi-
sions are in effect and creditors
should comply with the require-
ments.

More specifically, a “creditor,” as
defined by the statute, is any entity
servicing a loan on behalf of itself or
another entity. The creditor noti-
fication requirements regarding
homeownership counseling for eli-
gible homeowners with delinquent
home loans may apply to a creditor
whether or not it provides any such
counseling. Informal discussions
with HUD legal staff indicate that
this provision probably applies to
all home loans as defined by the
statute, not just those that may be
VA or FHA-insured or guaranteed.
Neither the statute nor its legislative
history provide any insight as to the
definition of “delinquent,” when
notification to an eligible home-
owner must be made by a creditor
or the format of that notification.

HUD intends to issue proposed reg-
ulations for comment later this

spring which should offer some fur-
ther guidance as to the proper
implementation of the statute by
creditors. Until that time, institu-
tions should be aware of these
requirements, consult with legal
counsel, and institute procedures to
assure compliance with the law.
Creditors should also be aware that
noncompliance may negatively
impact foreclosure proceedings.

A copy of the pertinent provision of
the law is attached for your informa-
tion. Institutions can obtain free cop-
ies of HUD’s listing of approved
counseling agencies by calling HUD
at (202) 755-6664 or writing to:

U.S. Department of Housing and
Urban Development
Office of Single Family Housing
Room 9184
451 Seventh Street, N.W.
Washington, D.C. 20410

Attachment

— Darrel W. Dochow, Executive Director

Federal Home Loan Bank System
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Housing and Community Development Act of 1987
Title I, Subtitle B, Section 170

SEC. 170. COUNSELING TO TENANTS AND HOMEOWNERS.

(a) COUNSELING SERVICES.—Section 106(aX3) of the Housing and
Urban Development Act of 1968 is amended in the first sentence by
striking all that follows the semicolon and inserting the following:
“except that for fiscal years 1988 and 1989 there are authorized to
be ap}zfopriated 3,651,000 and 83,811,644, respectively, for such pur-
poses.”"

(b) EMERGENCY HOMEOWNERSHIP COUNSELING.—Section 106 of the
Housing and Urban Development Act of 1968 is amended by insert-
ing at the end the following new subsection:

‘tc) GRANTS FOR HOMEOWNERSHIP COUNSELING ORGANIZATIONS.—

“c1) IN GENERAL.—The Secretary of Housing and Urban De-
velopment may make grants—

‘“CfA) to nonprofit organizations experienced in the provi-
sion of homeownership counseling to enable the organiza-
tions to provide homeownership counseling to eligible
homeowners; and

“(B) to assist in the establishment of nonprofit homeown-
ership counseling organizations.

“C2) PROGRAM REQUIREMENTS.—

‘“YA) Applications /or grants under this subsection shall
be submitted in the form, and in accordance with the proce-

dures, that the Secretary requires.

““B) The homeownership counseli o:;ganizations receiv-
ing assistance under this subsection ’;ial use the assistance
only to provide homeownership counseling to eligible home-
owners.

“(C) The homeownership counseling provided by home-
ownership counseling organizations recetving assistance
under this subsection shall include counseling with respect
to—

“(i) financial management;

“(ii) available community resources, including public
assistance programs, morigage assistance programs,
home repair assistance programs, utility assistance pro-
grams, food programs, and social services; and

“(iii) empgyment training and placement.

“(3) AVAILABILITY OF HOMEOWNERSHIP COUNSELING.—The
Secretary shall take any action that is necessary—

“(A) to ensure the availability throughout the United
States of homeownership counseling from homeownership
counseling organizations receiving assistance under this
subsection, with priority to areas that—

“(i) are experiencing high rates of home foreclosure
and any other indicators of homeowner distress deter-
mined by the Secretary to be appropriate; and

“(ii) are not already adequately served by homeown-
ership counseling organizations; and

“(B) to inform the public of the availability of the home-
ownership counseling.

_“(4) ELIGIBILITY FOR COUNSELING.—A homeowner shall be eli-
gible for homeownership counseling under this subsection if—

“(A) the home loan is secured by property that is the prin-
cipal residence (as defined by the Secretary) of the home-
owner;

“(B) the home loan is not assisted under title V of the
Housing Act of 1949; and

“(C) the homeowner is, or is expected to be, unable to
make payments, correct a home loan delinquency within a
reasonable time, or resume full home loan payments due to
a reduction in the income of the homeowner because of—
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Housing and Community Development Act of 1987

Title I, Subtitle B, Section 170
(continued)

“6i) an involuntary loss of, or reduction in, the em-
ployment of the homeowner, the self-employment of the
homeowner, or income from the pursuit of the occupa-
tion of the homeowner; or

“it) any similar loss or reduction experienced by any
person who contributes to the income of the home-
owner.

“(5) NOTIFICATION OF AVAILABILITY OF HOMEOWNERSHIP
COUNSELING REQUIREMENT.—The creditor of a delinquent home
loan shall notify an eligible homeowner of the availability of
any homeownership counseling offered by the creditor. As a sup-
plement to the counseling provided by the creditor, the creditor
shall notify the homeowner of the availability of 1 of the fol-
lowing:

“lA) Homeownership counseling provided by nonprofit or-
ganizations approved by the Secretary and experienced in
the provision of homeownership counseling.

“(B) A list of the nonprofit organizations, approved by
the Secretary and experienced in the provision of homeown-
ership counseling, that can be obtained by calling a toll-
free telephone number at the Department of Housing and
Urban Development.

“C) Homeownership counseling provided by the Adminis-
trator of Veterans’ Affairs for loans insured or guaranteed
under chapter 37 of title 88, United States Code.

“(6) DeFINITIONS.—FOr purposes of this subsection:

“CtA) The term ‘cre£'tor’ means a person or entity that is
servicing a home loan on behalf of itself or another person
or entity.

“(B) The term ‘eligible homeowner’ means a homeowner
eligible for counseling under paragraph (4).

(C) The term ‘home loan’ means a loan secured by a
mortgage or lien on residential property.

“(D) The term ‘homeowner’ means a person who is obli-
gated under a home loan.

‘() The term ‘residential property’ means a I-family res-
idence, including a 1-family unit in a condominium project,
a membership interest and occupancy agreement in a coof-
erative housinieproject, and a manufactured home and the
lot on which the home is situated.

“(7) REGULATIONS.—The Secretary shall issue any regulations
that are necessary to carry out this subsection.

“(8) AUTHORIZATION OF APPROPRIATIONS.—There are author-
ized to be appropriated to carry out this subsection such sums
as may be necessary for each of the fiscal years 1988 and 1989.
Any amount appropriated under this subsection shall remain
available until expended.

“(9) TErMINATION.—The provisions of this subsection shall
not be effective after September 30, 1989.".
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