
Housing Finance Reform Act of 2011, H.R. 1859 (HFRA) 
NCSHA Summary 

 
 

• Introduced May 12, 2011 by House Financial Services Committee members John Campbell (R-CA) 
and Gary Peters (D-MI). 
 

• Requires the Federal Housing Finance Agency (FHFA) director to submit a plan to Congress within six 
months of the bill’s enactment that would provide for the winding-down of Fannie Mae and Freddie 
Mac and the simultaneous formation, supervision, and regulation of new secondary market entities 
called “housing finance guaranty associations” (HFGAs). 
 

• Authorizes HFGAs to purchase, hold, sell, and otherwise deal in conventional mortgages to:  create a 
secondary market for such mortgages, including new conventional mortgage products; facilitate the 
securitization of conventional mortgages; and support multifamily housing.  In addition, authorizes 
HFGAs to issue “FHFA securities,” which would be backed by a federal guarantee for timely payment 
of principal and interest.  This guarantee would not extend to any HFGA mortgage-related security 
other than an FHFA security. 
 

• Grants the FHFA director broad supervisory and enforcement capabilities, with the authority to issue 
regulations, orders, and interpretations in order to ensure HFGAs operate in a safe and sound 
manner.  The director would be required to prescribe regulations to provide for the organization, 
incorporation, examination, operation, and regulation of the HFGAs, and to issue charters for such 
entities. 
 

• Establishes an application system under which interested parties would submit applications to FHFA 
that would include a statement of the general object and purposes of the proposed HFGA, the 
proposed capitalization and business plan for the HFGA, information on the applicant’s financial 
resources, and a statement of the applicant’s relevant housing finance experience. 
 

• Authorizes the FHFA to issue HFGA charters for qualified applicants, including special purpose 
charters for HFGAs limited to serving a particular mortgage market, such as multifamily housing, or a 
particular category of mortgage lenders, such as community banks. 

 
• Authorizes HFGAs to purchase conventional mortgages with loan-to-value (LTV) ratios of no greater 

than 80 percent, with the only exceptions to the LTV requirements being mortgages with seller 
credit risk retention of no less than 10 percent of the mortgage, seller repurchase and replacement 
agreements, or insurance against the portion of the mortgage greater than 80 percent.  HFGAs 
would also only be allowed to purchase mortgages that meet the underwriting standards required 
for “qualified mortgages,” as defined by the Consumer Financial Protection Bureau.  The bill also 
prohibits HFGA purchases of mortgages greater than 150 percent of the average national purchase 
price of a home with the same number of units or 150 percent of the area median purchase price of 
a home with the same number of units. 

 
• Directs the FHFA to establish one or more standard forms for HFGA-issued FHFA securities, setting 

forth  the  terms  and  conditions  for  the payment  of  interest  and  principal.  Requires that FHFA 
securities include a representation and warranty requiring that title insurance be in place to transfer 
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title-related risks to state-licensed title insurance companies for all mortgages collateralizing a FHFA 
security. 
 

• Directs the FHFA to establish an Office of Securitization within FHFA to facilitate the securitization of 
conventional mortgages.  The new office would be managed by an FHFA director-appointed deputy 
director of FHFA for HFGAs.  

 
• Directs the FHFA to establish a pricing structure the HFGAs would be required to charge for the 

federally guaranteed FHFA securities, based on a Government Accountability Office (GAO) study the 
bill requires the GAO to conduct within 12 months of the bill’s enactment.   
 

• Requires the FHFA to establish an annual fee the HFGAs would be required to pay for the guarantees 
on the FHFA securities they issue.  The fees would support a reserve fund to cover potential claims 
on the FHFA security guarantees.  The reserve fund would make principal and interest payments to 
the owners of FHFA securities issued by an HFGA that has been placed into conservatorship or 
receivership.  
 

• Authorizes the FHFA to place an HFGA into conservatorship or receivership under the same 
conditions as the FHFA currently has with respect to Fannie Mae and Freddie Mac, with the 
additional authority to do so if an HFGA fails to make a timely payment of principal or interest on a 
FHFA security it issues. 
 

• Requires the FHFA to issue regulations establishing risk-based and leverage capital standards for the 
HFGAs, as well as management and operational standards; ensuring compliance on the part of the 
HFGAs by conducting at least-annual full-scope examinations of each HFGA. 
 

• Repeals Fannie Mae’s and Freddie Mac’s exemptions from state and local taxation.  
 

• Repeals Fannie Mae and Freddie Mac’s affordable housing goals.   
 

• Requires the FHFA to publish final regulations within 12 months of the bill’s enactment requiring 
Fannie Mae and Freddie Mac to reduce each of their portfolios, respectively, to not more than $250 
billion within five years of the bill’s enactment.  
 

• Requires the FHFA to issue final regulations within 12 months of the bill’s enactment directing 
Fannie Mae and Freddie Mac to increase their guarantee fees over three years to more accurately 
reflect the risk covered by the guarantee.   
 

• Maintains the current system for setting Fannie Mae and Freddie Mac’s maximum mortgage limits 
(the “conforming loan limits”) until the GSEs are no longer under FHFA’s conservatorship. 
 

• Pledges the full faith and credit of the United States to the payment of all debt obligations of Fannie 
Mae and Freddie Mac and all mortgage-backed securities they have issued, until such obligations 
and securities mature or are redeemed. 
 

• Requires FHFA to place Fannie Mae and Freddie Mac into receivership no later than one year after it 
charters five or more HFGAs, two of which could not be considered “special purpose HFGAs.”  


