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U S. Departnent of Housing and Urban Devel opnent
Washi ngton, D.C. 20410-8000

Cct ober 16, 1993

OFFI CE OF THE ASSI| STANT SECRETARY
FOR HOUSI NG FEDERAL HOUSI NG COVM SSI ONER

MORTGAGEE LETTER 93- 33
TGO ALL APPROVED MORTGAGEES

ATTENTI ON:  SI NGLE FAM LY SERVI Cl NG MANAGERS

SUBJECT: Wi ver of Prepurchase Housi ng Counsel i ng Requirenment under Section
506 of the Housing and Conmmunity Devel opment Act of 1992

In accordance with the wai ver provision of Section 506 of the Housing
and Community Devel oprment Act of 1992 (HCD), HUD hereby wai ves the
applicability of Section 506 pending the conpletion of inplenmenting
regul ati ons.

Section 506 amends Section 203 (b) (2) of the National Housing Act (12
U S.C 1709(b) (2)). The anendnent prohibits the Secretary frominsuring or
entering into a commtnent to insure a nortgage for a first-time honebuyer
i nvol ving a principal obligation in excess of 97 percent of the appraised
val ue of the property unless the prospective honebuyer "has conpleted a
program of counseling with respect to the responsibilities and financia
managenent invol ved i n homeownership." The principal obligation includes
initial service charges, appraisal, inspection, and other fees approved by
the Secretary.

The effective date provided in Section 506 was to be twelve nonths after
passage of the HCD Act on COctober 28, 1992. However, before the Departnent
can inplenent this provision we nust, anong other things, establish mninm
requi rements for the required "program of counseling,” and publish
regul ati ons.

Wen we are ready to inplenent Section 506, we will notify you by a
Mort gagee Letter.

Si ncerely yours,
Ni col as P. Retsinas
Assi stant Secretary for Housing-
Federal Housi ng Conmi ssi oner
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