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Statement from National Alliance of Community Economic Development Associations Vice-Chair Bernie Mazyck (President/CEO, SC Association of CDCs)

and Executive Director Jane DeMarines

Federal Predatory Lending Regs a Step in the Right Direction, Stronger Language Needed

December 19, 2007 -- While the federal government is making a significant effort to curb the devastating impact of predatory and other deceptive mortgage lending practices, new proposed regulations do not go nearly far enough to protect the most at-risk borrowers, those with low-and moderate incomes. NACEDA would like to see the regulations ban prepayment penalties, require escrows on sub-prime loans and increase liability for the secondary market. 

A recent NACEDA survey showed that foreclosures are the number one problem facing our communities, with outright mortgage fraud and questionable lending practices being contributing factors. NACEDA’s member organizations, state community development groups, are key participants in initiatives designed to help families save their homes and to curtail abusive lending practices.  Recent data shows that three of NACEDA’s member states, Ohio, California and Florida, lead the nation in foreclosure rates. 

While NACEDA appreciates the Federal Reserve’s acknowledgement of the devastating impact foreclosures are having on our communities, and its efforts to clean up deceptive mortgage lending practices, we feel that stronger language is needed in many areas of the proposed rules. 

The proposed rules would provide more regulation then currently exists. Borrowers would have to prove their income to ensure that they can afford the loan, advertising could not promote only low “teaser” rates and victims of predatory lending would be able to sue their mortgage lenders on a limited basis.  However, there are numerous other dangerous practices that are used to ensnarl borrowers into high-interest loans that are not fully addressed.  NACEDA’s concerns include:

· While the proposed rules require escrows on subprime loans, they allow a borrower to opt-out twelve months after loan origination. If a borrower with a subprime loan is unfamiliar with the loan processes they may opt-out of the escrow and leave themselves unable to repay the mortgage.

· The proposed rules do not ban the use of prepayment penalties. These penalties discourage borrowers with subprime ARM loans from refinancing for a better rate. 

· The time period allowed for pre-payment penalties in the proposed rules is five years, which could be a burden to borrowers. Members of Congress are seeking stronger legislation in this area.  For example, NACEDA supports Sen. Chris Dodd’s (D-CT) recently introduced legislation that eliminates prepayment penalties. 

###

NACEDA supports community development corporations to help them better serve their communities. NACEDA acts as a convener of the CED field and helps to shape and pursue a national CED agenda, with a focus on representing the needs and views of CED practitioners. Web: http://www.naceda.org/
