May 2, 2012

Ms. Carole Galante
Acting Assistant Secretary for Housing - Federal Housing Commissioner

US Department of Housing and Urban Development
Washington, DC 20410

Dear Ms. Galante:

We encourage the Federal Housing Administration to harmonize regulatory treatment of transfer
fee covenants with the Federal Housing Finance Agency. We believe multiple federal standards on
transfer fee covenants will not benefit homeowners and are unnecessary.

On March 15, 2012, FHFA finalized a rulemaking on transfer fee covenants, establishing a clear,
national standard to protect homeowners from equity-stripping private transfer fees while preserving
the preeminence of State and local governments over land use standards. FHFA’s final regulation
concerning transfer fee covenants was broadly accepted due to its adherence to established
jurisprudence and State statutes, which find that for a transfer fee covenant to run with the land, the

covenant must touch and concern the land and provide a direct benefit to the owners and residents
of that land.

We understand that FHA is contemplating a standard for transfer fee covenants which will apply to
FHA-insured mortgages. We urge FHA to proceed cautiously and to avoid duplicate and conflicting
national standards on transfer fee covenants. The use of transfer fee covenants to benefit
encumbered properties is wide-spread and occurs in most regions of the country.

The majority of existing State statutes permit transfer fee covenants where proceeds are delivered to
a community association (homeowner, property owner, and condominium associations or housing
cooperative corporations) as well as to an agency or political subdivision of federal, State, or local
government. FHFA, which received in excess of 4,000 public comments on its proposal, adopted
this standard as well, acknowledging that transfer fee covenants used by community associations can
provide a direct benefit to the burdened property.

States' and FHFA have rejected private transfer fee covenants where proceeds are delivered to a
third party with no continuing interest in the burdened property. We believe these private transfer
fee covenants are unconscionable, serving only to generate income for a third party at the expense
of purchasers. This close coordination of State statute and federal rulemaking offers homeowners
new protection from equity-stripping private transfer fees while ensuring that valid transfer fee
covenants may continue to be enforced.

I As of April 2012, the following states have existing statutes governing the use of private transfer fee covenants. To
review each State statute, click on the corresponding abbreviation: AL, AR, AZ, CO, FL, HI, IA, ID, IL, IN, KS / KY,
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http://alisondb.legislature.state.al.us/acas/ACTIONViewFrameMac.asp?TYPE=Instrument&INST=HB184&DOCPATH=searchableinstruments/2011RS/Printfiles/&PHYDOCPATH=//alisondb/acas/searchableinstruments/2011RS/PrintFiles/&DOCNAMES=HB184-int.pdf,HB184-eng.pdf,HB184-e
http://www.arkleg.state.ar.us/assembly/2011/2011R/Acts/Act145.pdf
http://www.azleg.gov/legtext/49leg/2r/bills/hb2768h.pdf
http://www.leg.state.co.us/CLICS/CLICS2011A/csl.nsf/fsbillcont3/1A5C184A838D28E58725782D0052E573?Open&file=234_01.pdf
http://www.lawserver.com/law/state/florida/statutes/florida_statutes_title_xl_chapter_689
http://www.legislature.idaho.gov/legislation/2011/S1123E1.pdf
http://www.ilga.gov/legislation/fulltext.asp?DocName=&SessionId=76&GA=96&DocTypeId=SB&DocNum=3747&GAID=10&LegID=51959&SpecSess=&Session=
http://www.in.gov/legislative/bills/2011/HE/HE1541.1.html
http://www.kslegislature.org/bills/2010/2092.pdf
http://www.lrc.ky.gov/record/12RS/HB533/bill.doc
http://www.legis.state.la.us/lss/lss.asp?doc=110841
http://mlis.state.md.us/2010rs/chapters_noln/Ch_332_sb0666T.pdf
http://www.legislature.mi.gov/documents/2011-2012/billenrolled/House/pdf/2011-HNB-4228.pdf
https://www.revisor.mn.gov/bin/bldbill.php?bill=S3361.2.html&session=ls86
http://www.moga.mo.gov/statutes/C400-499/4420000558.HTM
http://data.opi.mt.gov/bills/2011/billhtml/SB0146.htm
http://www.ncga.state.nc.us/Sessions/2009/Bills/Senate/PDF/S35v7.pdf
http://nebraskalegislature.gov/FloorDocs/Current/PDF/Slip/LB26.pdf
http://assembly.state.ny.us/leg/?default_fld=&bn=A07358%09%09&Summary=Y&Actions=Y&Text=Y
http://www.legis.nd.gov/assembly/62-2011/documents/11-0337-02000.pdf
http://www.leg.state.nv.us/Session/76th2011/Bills/AB/AB271_EN.pdf
http://www.legislature.state.oh.us/bills.cfm?ID=128_HB_292
http://webserver1.lsb.state.ok.us/cf/2011-12%20ENR/hB/HB1594%20ENR.DOC
http://www.leg.state.or.us/ors/093.html
http://www.legis.state.pa.us/CFDOCS/Legis/PN/Public/btCheck.cfm?txtType=HTM&sessYr=2011&sessInd=0&billBody=H&billTyp=B&billNbr=0442&pn=2083
http://www.scstatehouse.gov/sess119_2011-2012/bills/3095.htm
http://legis.state.sd.us/sessions/2011/Bills/SB70ENR.pdf
http://www.capitol.tn.gov/Bills/107/Bill/HB1644.pdf
http://www.statutes.legis.state.tx.us/Docs/PR/htm/PR.5.htm
http://le.utah.gov/~2010/bills/hbillint/hb0280s01.htm
http://lis.virginia.gov/cgi-bin/legp604.exe?111+ful+CHAP0706
http://apps.leg.wa.gov/documents/billdocs/2011-12/Pdf/Bills/Session%20Law%202011/5115-S.SL.pdf
http://legisweb.state.wy.us/2012/Enroll/HB0025.pdf

The adoption of an additional and potentially conflicting federal standard on transfer fee covenants
by FHA will cause unnecessary confusion in the housing market. State legislatures and FHFA have
already acted through an open and transparent process to offer homeowners strong protections
against transfer fee covenants that do not provide a direct benefit to the land. We strongly urge FHA
to accept a mortgagee’s compliance with FHFA’s transfer fee covenant regulation as compliance
with relevant FHA mortgage insurance program rules, guidelines, and requirements.

Thank you for your time and consideration of this matter. If you have any questions or concerns, or
if we may be of service to you, please do not hesitate to contact us.

Sincerely,

American Land Title Association
Community Associations Institute
Institute of Real Estate Management
National Association of Home Builders
National Association of Realtors



