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One Nundred Tenth Congress
of the
Wnited States of America

AT THE SECOND SESSION

Begun and held at the City of Washington on Thursday,
the third day of January, two thousand and eight

An Arct

To provide needed housing reform and for other purposes.

Be it enacted by the Senate and House of Representatives of

the United States of America in Congress assembled,
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DIVISION A—HOUSING FINANCE
REFORM

SEC. 1001. SHORT TITLE.

This division may be cited as the “Federal Housing Finance

Regulatory Reform Act of 2008”.
SEC. 1002. DEFINITIONS.

(a) FEDERAL SAFETY AND SOUNDNESS ACT DEFINITIONS.—Sec-

tion 1303 of the Federal Housing Enterprises Financial Safety
and Soundness Act of 1992 (12 U.S.C. 4502) is amended—

(1) in each of paragraphs (8), (9), (10), and (19), by striking
“Secretary” each place that term appears and inserting
“Director”;

(2) by redesignating paragraphs (16) through (19) as para-
graphs (21) through (24), respectively;

(3) by striking paragraphs (13) through (15) and inserting
the following:

“(19) OFFICE OF FINANCE.—The term ‘Office of Finance’
means the Office of Finance of the Federal Home Loan Bank
System (or any successor thereto).

“(20) REGULATED ENTITY.—The term °‘regulated entity’
means—

“(A) the Federal National Mortgage Association and
any affiliate thereof;

“B) the Federal Home Loan Mortgage Corporation
and any affiliate thereof; and

“(C) any Federal Home Loan Bank.”;

(4) by redesignating paragraphs (11) and (12) as paragraphs
(17) and (18), respectively;

(5) by redesignating paragraph (7) as paragraph (12);

(6) by redesignating paragraphs (8) through (10) as para-
graphs (14) through (16), respectively;

(7) in paragraph (5)—

(A) by striking “(5)” and inserting “(9)”; and
(B) by striking “Office of Federal Housing Enterprise

Oversight of the Department of Housing and Urban

Development” and inserting “Federal Housing Finance

Agency”;

(8) by redesignating paragraph (6) as paragraph (10);

(9) by redesignating paragraphs (2) through (4) as para-
graphs (5) through (7), respectively;
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(10) by inserting after paragraph (7), as redesignated, the
following:
“(8) DEFAULT; IN DANGER OF DEFAULT.—

“(A) DEFAULT.—The term ‘default’ means, with respect
to a regulated entity, any adjudication or other official
determination by any court of competent jurisdiction, or
the Agency, pursuant to which a conservator, receiver,
limited-life regulated entity, or legal custodian is appointed
for a regulated entity.

“(B) IN DANGER OF DEFAULT.—The term ‘n danger
of default’ means a regulated entity with respect to which,
in the opinion of the Agency—

“(i) the regulated entity is not likely to be able
to pay the obligations of the regulated entity in the
normal course of business; or

“(ii) the regulated entity—

“I) has incurred or is likely to incur losses
that will deplete all or substantially all of its cap-
ital; and

“(II) there is no reasonable prospect that the
capital of the regulated entity will be replenished.”;

(11) by inserting after paragraph (1) the following:

“(2) AGENCY.—The term ‘Agency’ means the Federal
Housing Finance Agency established under section 1311.

“(3) AUTHORIZING STATUTES.—The term ‘authorizing stat-
utes’ means—

“(A) the Federal National Mortgage Association
Charter Act;

“B) the Federal Home Loan Mortgage Corporation
Act; and

“(C) the Federal Home Loan Bank Act.

“(4) BOARD.—The term ‘Board’ means the Federal Housing
Finance Oversight Board established under section 1313A.”;

(12) by inserting after paragraph (10), as redesignated by
this section, the following:

“(11) ENTITY-AFFILIATED PARTY.—The term ‘entity-affiliated
party’ means—

“(A) any director, officer, employee, or controlling stock-
holder of, or agent for, a regulated entity;

“(B) any shareholder, affiliate, consultant, or joint ven-
ture partner of a regulated entity, and any other person,
as determined by the Director (by regulation or on a case-
by-case basis) that participates in the conduct of the affairs
of a regulated entity, provided that a member of a Federal
Home Loan Bank shall not be deemed to have participated
in the affairs of that Bank solely by virtue of being a
shareholder of, and obtaining advances from, that Bank;

“(C) any independent contractor for a regulated entity
(including any attorney, appraiser, or accountant), if—

“(i) the independent contractor knowingly or reck-
lessly participates in—

“I) any violation of any law or regulation;

“(IT) any breach of fiduciary duty; or

“(III) any unsafe or unsound practice; and
“(ii) such violation, breach, or practice caused, or

is likely to cause, more than a minimal financial loss
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to, or a significant adverse effect on, the regulated

entity;

“D) any not-for-profit corporation that receives its
principal funding, on an ongoing basis, from any regulated
entity; and

“(E) the Office of Finance.”;

(13) by inserting after paragraph (12), as redesignated by
this section, the following:

“(13) LIMITED-LIFE REGULATED ENTITY.—The term ‘limited-
life regulated entity’ means an entity established by the Agency
under section 1367(i) with respect to a Federal Home Loan
Bank in default or in danger of default or with respect to
an enterprise in default or in danger of default.”; and

(14) by adding at the end the following:

“(25) VIOLATION.—The term ‘violation’ includes any action
(alone or in combination with another or others) for or toward
causing, bringing about, participating in, counseling, or aiding
or abetting a violation.”.

(b) REFERENCES IN THIS ACT.—As used in this Act, unless
otherwise specified—

(1) the term “Agency” means the Federal Housing Finance
Agency;

1 (2) the term “Director” means the Director of the Agency;
an

(3) the terms “enterprise”, “regulated entity”, and “author-
izing statutes” have the same meanings as in section 1303
of the Federal Housing Enterprises Financial Safety and Sound-
ness Act of 1992, as amended by this Act.

TITLE I—REFORM OF REGULATION OF
ENTERPRISES

Subtitle A—Improvement of Safety and
Soundness Supervision

SEC. 1101. ESTABLISHMENT OF THE FEDERAL HOUSING FINANCE
AGENCY.

The Federal Housing Enterprises Financial Safety and Sound-
ness Act of 1992 (12 U.S.C. 4501 et seq.) is amended by striking
sections 1311 and 1312 and inserting the following:

“SEC. 1311. ESTABLISHMENT OF THE FEDERAL HOUSING FINANCE
AGENCY.

“(a) ESTABLISHMENT.—There is established the Federal Housing
Finance Agency, which shall be an independent agency of the Fed-
eral Government.

“(b) GENERAL SUPERVISORY AND REGULATORY AUTHORITY.—

“(1) IN GENERAL.—Each regulated entity shall, to the extent
provided in this title, be subject to the supervision and regula-
tion of the Agency.

“(2) AUTHORITY OVER FANNIE MAE, FREDDIE MAC, THE FED-
ERAL HOME LOAN BANKS, AND THE OFFICE OF FINANCE.—The
Director shall have general regulatory authority over each regu-
lated entity and the Office of Finance, and shall exercise such



H.R.3221—9

general regulatory authority, including such duties and authori-

ties set forth under section 1313, to ensure that the purposes

of this Act, the authorizing statutes, and any other applicable
law are carried out.

“(c) SAVINGS PROVISION.—The authority of the Director to take
actions under subtitles B and C shall not in any way limit the
general supervisory and regulatory authority granted to the Director
under subsection (b).

“SEC. 1312. DIRECTOR.

“(a) ESTABLISHMENT OF PoOSITION.—There is established the
position of the Director of the Agency, who shall be the head
of the Agency.

“(b) APPOINTMENT; TERM.—

“(1) ApPOINTMENT.—The Director shall be appointed by
the President, by and with the advice and consent of the Senate,
from among individuals who are citizens of the United States,
have a demonstrated understanding of financial management
or oversight, and have a demonstrated understanding of capital
markets, including the mortgage securities markets and
housing finance.

“(2) TERM.—The Director shall be appointed for a term
of 5 years, unless removed before the end of such term for
cause by the President.

“(3) VACANCY.—A vacancy in the position of Director that
occurs before the expiration of the term for which a Director
was appointed shall be filled in the manner established under
paragraph (1), and the Director appointed to fill such vacancy
shall be appointed only for the remainder of such term.

“(4) SERVICE AFTER END OF TERM.—An individual may serve
as the Director after the expiration of the term for which
appointed until a successor has been appointed.

“(5) TRANSITIONAL PROVISION.—Notwithstanding para-
graphs (1) and (2), during the period beginning on the effective
date of the Federal Housing Finance Regulatory Reform Act
of 2008, and ending on the date on which the Director is
appointed and confirmed, the person serving as the Director
of the Office of Federal Housing Enterprise Oversight of the
Department of Housing and Urban Development on that effec-
tive date shall act for all purposes as, and with the full powers
of, the Director.

“(c) DEPUTY DIRECTOR OF THE DIVISION OF ENTERPRISE REGULA-
TION.—

“(1) IN GENERAL.—The Agency shall have a Deputy Director
of the Division of Enterprise Regulation, who shall be des-
ignated by the Director from among individuals who are citizens
of the United States, have a demonstrated understanding of
financial management or oversight, and have a demonstrated
understanding of mortgage securities markets and housing
finance.

“(2) FuncTioNS.—The Deputy Director of the Division of
Enterprise Regulation shall have such functions, powers, and
duties with respect to the oversight of the enterprises as the
Director shall prescribe.

“(d) DEpuTY DIRECTOR OF THE DIviSION OF FEDERAL HOME
LoAN BANK REGULATION.—
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“(1) IN GENERAL.—The Agency shall have a Deputy Director
of the Division of Federal Home Loan Bank Regulation, who
shall be designated by the Director from among individuals
who are citizens of the United States, have a demonstrated
understanding of financial management or oversight, and have
a demonstrated understanding of the Federal Home Loan Bank
System and housing finance.

“(2) FuncTioNs.—The Deputy Director of the Division of
Federal Home Loan Bank Regulation shall have such functions,
powers, and duties with respect to the oversight of the Federal
Home Loan Banks as the Director shall prescribe.

“(e) DEPUTY DIRECTOR FOR HOUSING MISSION AND GOALS.—

“(1) IN GENERAL.—The Agency shall have a Deputy Director
for Housing Mission and Goals, who shall be designated by
the Director from among individuals who are citizens of the
United States, and have a demonstrated understanding of the
housing markets and housing finance.

“(2) FuncTtioNs.—The Deputy Director for Housing Mission
and Goals shall have such functions, powers, and duties with
respect to the oversight of the housing mission and goals of
the enterprises, and with respect to oversight of the housing
finance and community and economic development mission of
the Federal Home Loan Banks, as the Director shall prescribe.

“(3) CONSIDERATIONS.—In exercising such functions,
powers, and duties, the Deputy Director for Housing Mission
and Goals shall consider the differences between the enterprises
and the Federal Home Loan Banks, including those described
in section 1313(d).

“(f) ACTING DIRECTOR.—In the event of the death, resignation,
sickness, or absence of the Director, the President shall designate
either the Deputy Director of the Division of Enterprise Regulation,
the Deputy Director of the Division of Federal Home Loan Bank
Regulation, or the Deputy Director for Housing Mission and Goals,
to serve as acting Director until the return of the Director, or
the appointment of a successor pursuant to subsection (b).

“(g) LiMITATIONS.—The Director and each of the Deputy Direc-
tors may not—

“(1) have any direct or indirect financial interest in any
regulated entity or entity-affiliated party;

“(2) hold any office, position, or employment in any regu-
lated entity or entity-affiliated party; or

“(3) have served as an executive officer or director of any
regulated entity or entity-affiliated party at any time during
the 3-year period preceding the date of appointment or designa-
tion of such individual as Director or Deputy Director, as
applicable.”.

SEC. 1102. DUTIES AND AUTHORITIES OF THE DIRECTOR.
(a) IN GENERAL.—Section 1313 of the Federal Housing Enter-

prises Financial Safety and Soundness Act of 1992 (12 U.S.C. 4513)
is amended to read as follows:

“SEC. 1313. DUTIES AND AUTHORITIES OF DIRECTOR.

“(a) DUTIES.—
“(1) PrRINCIPAL DUTIES.—The principal duties of the Director
shall be—
“(A) to oversee the prudential operations of each regu-
lated entity; and
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“(B) to ensure that—

“(i) each regulated entity operates in a safe and
sound manner, including maintenance of adequate cap-
ital and internal controls;

“(i1) the operations and activities of each regulated
entity foster liquid, efficient, competitive, and resilient
national housing finance markets (including activities
relating to mortgages on housing for low- and mod-
erate-income families involving a reasonable economic
return that may be less than the return earned on
other activities);

“(iii) each regulated entity complies with this title
and the rules, regulations, guidelines, and orders
issued under this title and the authorizing statutes;

“(iv) each regulated entity carries out its statutory
mission only through activities that are authorized
under and consistent with this title and the authorizing
statutes; and

“(v) the activities of each regulated entity and
the manner in which such regulated entity is operated
are consistent with the public interest.

“(2) SCOPE OF AUTHORITY.—The authority of the Director
shall include the authority—

“(A) to review and, if warranted based on the principal
duties described in paragraph (1), reject any acquisition
or (11;ransfer of a controlling interest in a regulated entity;
an

“(B) to exercise such incidental powers as may be nec-
essary or appropriate to fulfill the duties and responsibil-
ities of the Director in the supervision and regulation of
each regulated entity.

“(b) DELEGATION OF AUTHORITY.—The Director may delegate
to officers and employees of the Agency any of the functions, powers,
or duties of the Director, as the Director considers appropriate.

“(c) LITIGATION AUTHORITY.—

“(1) IN GENERAL.—In enforcing any provision of this title,
any regulation or order prescribed under this title, or any
other provision of law, rule, regulation, or order, or in any
other action, suit, or proceeding to which the Director is a
party or in which the Director is interested, and in the adminis-
tration of conservatorships and receiverships, the Director may
act in the Director’s own name and through the Director’s
own attorneys.

“(2) SUBJECT TO SUIT.—Except as otherwise provided by
law, the Director shall be subject to suit (other than suits
on claims for money damages) by a regulated entity with respect
to any matter under this title or any other applicable provision
of law, rule, order, or regulation under this title, in the United
States district court for the judicial district in which the regu-
lated entity has its principal place of business, or in the United
States District Court for the District of Columbia, and the
Director may be served with process in the manner prescribed
by the Federal Rules of Civil Procedure.”.

(b) INDEPENDENCE IN CONGRESSIONAL TESTIMONY AND REC-
OMMENDATIONS.—Section 111 of Public Law 93-495 (12 U.S.C. 250)
is amended by striking “the Federal Housing Finance Board” and
inserting “the Director of the Federal Housing Finance Agency”.
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SEC. 1103. FEDERAL HOUSING FINANCE OVERSIGHT BOARD.

(a) IN GENERAL.—The Federal Housing Enterprises Financial
Safety and Soundness Act of 1992 (12 U.S.C. 4501 et seq.) is
amended by inserting after section 1313 the following:

“SEC. 1313A. FEDERAL HOUSING FINANCE OVERSIGHT BOARD.

“(a) IN GENERAL.—There is established the Federal Housing
Finance Oversight Board, which shall advise the Director with
respect to overall strategies and policies in carrying out the duties
of the Director under this title.

“(b) LiMITATIONS.—The Board may not exercise any executive
authority, and the Director may not delegate to the Board any
of the functions, powers, or duties of the Director.

“(c) CoMPOSITION.—The Board shall be comprised of 4 members,
of whom—

“(1) 1 member shall be the Secretary of the Treasury;

“(2) 1 member shall be the Secretary of Housing and Urban
Development;

“3) 1 member shall be the Chairman of the Securities
and Exchange Commission; and

“(4) 1 member shall be the Director, who shall serve as
the Chairperson of the Board.

“(d) MEETINGS.—

“(1) IN GENERAL.—The Board shall meet upon notice by
the Director, but in no event shall the Board meet less fre-
quently than once every 3 months.

“(2) SPECIAL MEETINGS.—Either the Secretary of the
Treasury, the Secretary of Housing and Urban Development,
or the Chairman of the Securities and Exchange Commission
may, upon giving written notice to the Director, require a
special meeting of the Board.

“(e) TESTIMONY.—On an annual basis, the Board shall testify
before Congress regarding—

“(1) the safety and soundness of the regulated entities;

“(2) any material deficiencies in the conduct of the oper-
ations of the regulated entities;

“(3) the overall operational status of the regulated entities;

“(4) an evaluation of the performance of the regulated
entities in carrying out their respective missions;

“(5) operations, resources, and performance of the Agency;
and

“(6) such other matters relating to the Agency and its
fulfillment of its mission, as the Board determines appro-
priate.”.

(b) ANNUAL REPORT OF THE DIRECTOR.—Section 1319B(a) of
the Federal Housing Enterprises Financial Safety and Soundness
Act of 1992 (12 U.S.C. 4521(a)) is amended—

(1) by striking “enterprise” each place that term appears
and inserting “regulated entity”;

(2) by striking “enterprises” each place that term appears
and inserting “regulated entities”;

(3) in paragraph (3), by striking “; and” and inserting
a semicolon;

(4) in paragraph (4), by striking “1994.” and inserting
“1994; and”; and

(5) by adding at the end the following:
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“(5) the assessment of the Board or any of its members
with respect to—
“(A) the safety and soundness of the regulated entities;
“(B) any material deficiencies in the conduct of the
operations of the regulated entities;
“(C) the overall operational status of the regulated
entities; and
“(D) an evaluation of the performance of the regulated
entities in carrying out their respective missions;
1 “(6) operations, resources, and performance of the Agency;
an
“(7) such other matters relating to the Agency and the
fulfillment of its mission.”.

SEC. 1104. AUTHORITY TO REQUIRE REPORTS BY REGULATED ENTI-
TIES.

(a) IN GENERAL.—Section 1314 of the Federal Housing Enter-
prises Financial Safety and Soundness Act of 1992 (12 U.S.C. 4514)
is amended—

(1) in the section heading, by striking “ENTERPRISES” and
inserting “REGULATED ENTITIES”;

(2) by striking “an enterprise” each place that term appears
and inserting “a regulated entity”;

(3) by striking “the enterprise” and inserting “the regulated
entity”;

(4) in subsection (a)—

(A) by striking the subsection heading and all that
follows through “and operations” in paragraph (1) and
inserting the following:

“(a) REGULAR AND SPECIAL REPORTS.—

“(1) REGULAR REPORTS.—The Director may require, by gen-
eral or specific orders, a regulated entity to submit regular
reports, including financial statements determined on a fair
value basis, on the condition (including financial condition),
management, activities, or operations of the regulated entity,
as the Director considers appropriate”; and

(B) in paragraph (2)—

(i) by inserting “, by general or specific orders,”
after “may also require”; and

(i) by striking “whenever” and inserting “on any
of the topics specified in paragraph (1) or any other
relevant topics, if”; and

(5) by adding at the end the following:

“(c) PENALTIES FOR FAILURE TO MAKE REPORTS.—

“(1) VIOLATIONS.—It shall be a violation of this section
for any regulated entity—

“(A) to fail to make, transmit, or publish any report
or obtain any information required by the Director under
this section, section 309(k) of the Federal National Mort-
gage Association Charter Act, section 307(c) of the Federal
Home Loan Mortgage Corporation Act, or section 20 of
the Federal Home Loan Bank Act, within the period of
time specified in such provision of law or otherwise by
the Director; or

“(B) to submit or publish any false or misleading report
or information under this section.

“(2) PENALTIES.—
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“(A) FIRST TIER.—

“(i) IN GENERAL.—A violation described in para-
graph (1) shall be subject to a penalty of not more
than $2,000 for each day during which such violation
continues, in any case in which—

“I) the subject regulated entity maintains
procedures reasonably adapted to avoid any inad-
vertent error and the violation was unintentional
and a result of such an error; or

“(II) the violation was an inadvertent trans-
mittal or publication of any report which was mini-
mally late.

“(ii) BURDEN OF PROOF.—For purposes of this
subparagraph, the regulated entity shall have the bur-
den of proving that the error was inadvertent or that
a report was inadvertently transmitted or published
late.

“(B) SECOND TIER.—A violation described in paragraph

(1) shall be subject to a penalty of not more than $20,000

for each day during which such violation continues or such

false or misleading information is not corrected, in any

case that is not addressed in subparagraph (A) or (C).

“(C) THIRD TIER.—A violation described in paragraph

(1) shall be subject to a penalty of not more than $1,000,000
per day for each day during which such violation continues
or such false or misleading information is not corrected,
in any case in which the subject regulated entity committed
such violation knowingly or with reckless disregard for
the accuracy of any such information or report.

“(3) ASSESSMENTS.—Any penalty imposed under this sub-
section shall be in lieu of a penalty under section 1376, but
shall be assessed and collected by the Director in the manner
provided in section 1376 for penalties imposed under that sec-
tion, and any such assessment (including the determination
of the amount of the penalty) shall be otherwise subject to
the provisions of section 1376.

“(4) HEARING.—A regulated entity against which a penalty
is assessed under this section shall be afforded an agency
hearing if the regulated entity submits a request for a hearing
not later than 20 days after the date of the issuance of the
notice of assessment. Section 1374 shall apply to any such
proceedings.”.

(b) CONFORMING AMENDMENT.—The Federal Housing Enter-
prises Financial Safety and Soundness Act of 1992 (12 U.S.C. 4501
et seq.) is amended by striking sections 1327 and 1328.

SEC. 1105. EXAMINERS AND ACCOUNTANTS; AUTHORITY TO CONTRACT
FOR REVIEWS OF REGULATED ENTITIES; OMBUDSMAN.

(a) IN GENERAL.—Section 1317 of the Federal Housing Enter-
prises Financial Safety and Soundness Act of 1992 (12 U.S.C. 4517)
is amended—

(1) in subsection (a), by striking “enterprise” each place
that term appears and inserting “regulated entity”;
(2) in subsection (b)—
(A) by inserting “of a regulated entity” after “under
this section”; and
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(B) by striking “to determine the condition of an enter-
prise for the purpose of ensuring its financial safety and
soundness” and inserting “or appropriate”;

(3) in subsection (c), in the second sentence, by inserting
before the period “to conduct examinations under this section”;

(4) by redesignating subsections (d) through (f) as sub-
sections (e) through (g), respectively; and

(5) by inserting after subsection (c) the following:

“(d) INSPECTOR GENERAL.—There shall be within the Agency
an Inspector General, who shall be appointed in accordance with
section 3(a) of the Inspector General Act of 1978.”.

(b) DIRECT HIRE AUTHORITY TO HIRE ACCOUNTANTS, ECONO-
MISTS, AND EXAMINERS.—Section 1317 of the Federal Housing
Enterprises Financial Safety and Soundness Act of 1992 (12 U.S.C.
4517) is amended by adding at the end the following:

“(h) APPOINTMENT OF ACCOUNTANTS, ECONOMISTS, AND ExXAM-
INERS.—

“(1) AppLicABILITY.—This section shall apply with respect
to any position of examiner, accountant, economist, and spe-
cialist in financial markets and in technology at the Agency,
with respect to supervision and regulation of the regulated
entities, that is in the competitive service.

“(2) APPOINTMENT AUTHORITY.—The Director may appoint
candidates to any position described in paragraph (1)—

“(A) in accordance with the statutes, rules, and regula-
tions governing appointments in the excepted service; and

“(B) notwithstanding any statutes, rules, and regula-
tions governing appointments in the competitive service.”.

(c) AMENDMENTS TO INSPECTOR GENERAL ACT.—Section 11 of
the Inspector General Act of 1978 (5 U.S.C. App.) is amended—

(1) in paragraph (1), by inserting “ the Director of the
Federal Housing Finance Agency” after “Social Security
Administration”; and

(2) in paragraph (2), by inserting “, the Federal Housing
Finance Agency” after “Social Security Administration”.

(d) AUTHORITY TO CONTRACT FOR REVIEWS OF REGULATED ENTI-
TIES.—Section 1319 of the Federal Housing Enterprises Financial
Safety and Soundness Act of 1992 (12 U.S.C. 4519) is amended—

(1) in the section heading, by striking “ENTERPRISES BY
RATING ORGANIZATION” and inserting “REGULATED ENTITIES”,
and

(2) by striking “enterprises” and inserting “regulated enti-
ties”.

(e) OFFICE OF THE OMBUDSMAN.—Section 1317 of the Federal
Housing Enterprises Financial Safety and Soundness Act of 1992
(12 U.S.C. 4517) is amended by adding at the end the following:

“(1) OMBUDSMAN.—The Director shall establish, by regulation,
an Office of the Ombudsman within the Agency, which shall be
responsible for considering complaints and appeals, from any regu-
lated entity and any person that has a business relationship with
a regulated entity, regarding any matter relating to the regulation
and supervision of such regulated entity by the Agency. The regula-
tion issued by the Director under this subsection shall specify
the authority and duties of the Office of the Ombudsman.”.
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SEC. 1106. ASSESSMENTS.

Section 1316 of the Federal Housing Enterprises Financial
Safety and Soundness Act of 1992 (12 U.S.C. 4516) is amended—
(1) by striking subsection (a) and inserting the following:
“(a) ANNUAL ASSESSMENTS.—The Director shall establish and
collect from the regulated entities annual assessments in an amount
not exceeding the amount sufficient to provide for reasonable costs
(including administrative costs) and expenses of the Agency,
including—

“(1) the expenses of any examinations under section 1317
of this Act and under section 20 of the Federal Home Loan
Bank Act;

“(2) the expenses of obtaining any reviews and credit
assessments under section 1319;

“(3) such amounts in excess of actual expenses for any
given year as deemed necessary by the Director to maintain
a working capital fund in accordance with subsection (e); and

“(4) the windup of the affairs of the Office of Federal
Housing Enterprise Oversight and the Federal Housing Finance
Board under title III of the Federal Housing Finance Regulatory
Reform Act of 2008.”;

(2) in subsection (b)—

(A) by realigning the margins of paragraph (2) two
ems from the left, so as to align the left margin of such
paragraph with the left margins of paragraph (1);

(B) by redesignating paragraphs (2) and (3) as para-
graphs (3) and (4), respectively; and

(C) by inserting after paragraph (1) the following:

“(2) SEPARATE TREATMENT OF FEDERAL HOME LOAN BANK
AND ENTERPRISE ASSESSMENTS.—Assessments collected from the
enterprises shall not exceed the amounts sufficient to provide
for the costs and expenses described in subsection (a) relating
to the enterprises. Assessments collected from the Federal
Home Loan Banks shall not exceed the amounts sufficient
to provide for the costs and expenses described in subsection
(a) relating to the Federal Home Loan Banks.”;

(3) by striking subsection (c) and inserting the following:
“(c) INCREASED COSTS OF REGULATION.—

“(1) INCREASE FOR INADEQUATE CAPITALIZATION.—The semi-
annual payments made pursuant to subsection (b) by any regu-
lated entity that is not classified (for purposes of subtitle B)
as adequately capitalized may be increased, as necessary, in
the discretion of the Director to pay additional estimated costs
of regulation of the regulated entity.

“(2) ADJUSTMENT FOR ENFORCEMENT ACTIVITIES.—The
Director may adjust the amounts of any semiannual payments
for an assessment under subsection (a) that are to be paid
pursuant to subsection (b) by a regulated entity, as necessary
in the discretion of the Director, to ensure that the costs of
enforcement activities under this Act for a regulated entity
are borne only by such regulated entity.

“(3) ADDITIONAL ASSESSMENT FOR DEFICIENCIES.—If at any
time, as a result of increased costs of regulation of a regulated
entity that is not classified (for purposes of subtitle B) as
adequately capitalized or as the result of supervisory or enforce-
ment activities under this Act for a regulated entity, the amount
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available from any semiannual payment made by such regu-
lated entity pursuant to subsection (b) is insufficient to cover
the costs of the Agency with respect to such entity, the Director
may make and collect from such regulated entity an immediate
assessment to cover the amount of such deficiency for the
semiannual period. If, at the end of any semiannual period
during which such an assessment is made, any amount remains
from such assessment, such remaining amount shall be
deducted from the assessment for such regulated entity for
the following semiannual period.”;

(4) in subsection (d), by striking “If” and inserting “Except
with respect to amounts collected pursuant to subsection (a)(3),
if’; and

(5) by striking subsections (e) through (g) and inserting
the following:

“(e) WORKING CAPITAL FUND.—At the end of each year for
which an assessment under this section is made, the Director shall
remit to each regulated entity any amount of assessment collected
from such regulated entity that is attributable to subsection (a)(3)
and is in excess of the amount the Director deems necessary to
maintain a working capital fund.

“(f) TREATMENT OF ASSESSMENTS.—

“(1) DEpPOSIT.—Amounts received by the Director from
assessments under this section may be deposited by the Director
in the manner provided in section 5234 of the Revised Statutes
of the United States (12 U.S.C. 192) for monies deposited by
the Comptroller of the Currency.

“(2) NOT GOVERNMENT FUNDS.—The amounts received by
the Director from any assessment under this section shall not
be construed to be Government or public funds or appropriated
money.

“(3) NO APPORTIONMENT OF FUNDS.—Notwithstanding any
other provision of law, the amounts received by the Director
from any assessment under this section shall not be subject
to apportionment for the purpose of chapter 15 of title 31,
United States Code, or under any other authority.

“(4) USE oF FUNDS.—The Director may use any amounts
received by the Director from assessments under this section
for compensation of the Director and other employees of the
Agency and for all other expenses of the Director and the
Agency.

“(5) AVAILABILITY OF OVERSIGHT FUND AMOUNTS.—Notwith-
standing any other provision of law, any amounts remaining
in the Federal Housing Enterprises Oversight Fund established
under this section (as in effect before the effective date of
the Federal Housing Finance Regulatory Reform Act of 2008,
and any amounts remaining from assessments on the Federal
Home Loan Banks pursuant to section 18(b) of the Federal
Home Loan Bank Act (12 U.S.C. 1438(b)), shall, upon such
effective date, be treated for purposes of this subsection as
amounts received from assessments under this section.

“(6) TREASURY INVESTMENTS.—

“(A) AUTHORITY.—The Director may request the Sec-
retary of the Treasury to invest such portions of amounts
received by the Director from assessments paid under this
section that, in the Director’s discretion, are not required
to meet the current working needs of the Agency.
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“B) GOVERNMENT OBLIGATIONS.—Pursuant to a
request under subparagraph (A), the Secretary of the
Treasury shall invest such amounts in Government obliga-
tions guaranteed as to principal and interest by the United
States with maturities suitable to the needs of the Agency
and bearing interest at a rate determined by the Secretary
of the Treasury taking into consideration current market
yields on outstanding marketable obligations of the United
States of comparable maturity.

“(g) BUDGET AND FINANCIAL MANAGEMENT.—

“(1) FINANCIAL OPERATING PLANS AND FORECASTS.—The
Director shall provide to the Director of the Office of Manage-
ment and Budget copies of the Director’s financial operating
plans and forecasts, as prepared by the Director in the ordinary
course of the Agency’s operations, and copies of the quarterly
reports of the Agency’s financial condition and results of oper-
ations, as prepared by the Director in the ordinary course
of the Agency’s operations.

“(2) FINANCIAL STATEMENTS.—The Agency shall prepare
annually a statement of—

“(A) assets and liabilities and surplus or deficit;

“(B) income and expenses; and

“(C) sources and application of funds.

“(3) FINANCIAL MANAGEMENT SYSTEMS.—The Agency shall
implement and maintain financial management systems that—

“(A) comply substantially with Federal financial
management systems requirements and applicable Federal
accounting standards; and

“(B) use a general ledger system that accounts for
activity at the transaction level.

“(4) ASSERTION OF INTERNAL CONTROLS.—The Director shall
provide to the Comptroller General of the United States an
assertion as to the effectiveness of the internal controls that
apply to financial reporting by the Agency, using the standards
established in section 3512(c) of title 31, United States Code.

“(5) RULE OF CONSTRUCTION.—This subsection may not be
construed as implying any obligation on the part of the Director
to consult with or obtain the consent or approval of the Director
of the Office of Management and Budget with respect to any
report, plan, forecast, or other information referred to in para-
graph (1) or any jurisdiction or oversight over the affairs or
operations of the Agency.

“(h) AUDIT OF AGENCY.—

“(1) IN GENERAL.—The Comptroller General shall annually
audit the financial transactions of the Agency in accordance
with the United States generally accepted government auditing
standards as may be prescribed by the Comptroller General
of the United States. The audit shall be conducted at the
place or places where accounts of the Agency are normally
kept. The representatives of the Government Accountability
Office shall have access to the personnel and to all books,
accounts, documents, papers, records (including -electronic
records), reports, files, and all other papers, automated data,
things, or property belonging to or under the control of or
used or employed by the Agency pertaining to its financial
transactions and necessary to facilitate the audit, and such
representatives shall be afforded full facilities for verifying
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transactions with the balances or securities held by deposi-
tories, fiscal agents, and custodians. All such books, accounts,
documents, records, reports, files, papers, and property of the
Agency shall remain in possession and custody of the Agency.
The Comptroller General may obtain and duplicate any such
books, accounts, documents, records, working papers, auto-
mated data and files, or other information relevant to such
audit without cost to the Comptroller General and the Comp-
troller General’s right of access to such information shall be
enforceable pursuant to section 716(c) of title 31, United States
Code.

“2) REPORT.—The Comptroller General shall submit to
the Congress a report of each annual audit conducted under
this subsection. The report to the Congress shall set forth
the scope of the audit and shall include the statement of assets
and liabilities and surplus or deficit, the statement of income
and expenses, the statement of sources and application of funds,
and such comments and information as may be deemed nec-
essary to inform Congress of the financial operations and condi-
tion of the Agency, together with such recommendations with
respect thereto as the Comptroller General may deem advisable.
A copy of each report shall be furnished to the President and
to the Agency at the time submitted to the Congress.

“(3) ASSISTANCE AND CcOSTS.—For the purpose of conducting
an audit under this subsection, the Comptroller General may,
in the discretion of the Comptroller General, employ by con-
tract, without regard to section 3709 of the Revised Statutes
of the United States (41 U.S.C. 5), professional services of
firms and organizations of certified public accountants for tem-
porary periods or for special purposes. Upon the request of
the Comptroller General, the Director of the Agency shall
transfer to the Government Accountability Office from funds
available, the amount requested by the Comptroller General
to cover the full costs of any audit and report conducted by
the Comptroller General. The Comptroller General shall credit
funds transferred to the account established for salaries and
expenses of the Government Accountability Office, and such
amount shall be available upon receipt and without fiscal year
limitation to cover the full costs of the audit and report.”.

SEC. 1107. REGULATIONS AND ORDERS.

Section 1319G of the Federal Housing Enterprises Financial
Safety and Soundness Act of 1992 (12 U.S.C. 4526) is amended—
(1) by striking subsection (a) and inserting the following:
“(a) AUTHORITY.—The Director shall issue any regulations,
guidelines, or orders necessary to carry out the duties of the Director
under this title or the authorizing statutes, and to ensure that
the purposes of this title and the authorizing statutes are accom-
plished.”; and
(2) by striking subsection (c).

SEC. 1108. PRUDENTIAL MANAGEMENT AND OPERATIONS STANDARDS.

The Federal Housing Enterprises Financial Safety and Sound-
ness Act of 1992 (12 U.S.C. 4501 et seq.) is amended by inserting
after section 1313A, as added by this Act, the following new section:
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“SEC. 1313B. PRUDENTIAL MANAGEMENT AND OPERATIONS STAND-
ARDS.

“(a) STANDARDS.—The Director shall establish standards, by
regulation or guideline, for each regulated entity relating to—

“(1) adequacy of internal controls and information systems
taking into account the nature and scale of business operations;

“(2) independence and adequacy of internal audit systems;

“(3) management of interest rate risk exposure;

“(4) management of market risk, including standards that
provide for systems that accurate