ALTA Advocate Summary

Issue: Predatory Lending

Advocate #: adv10501

Interviewee: Jim Maher, Executive Vice President

Organization: American Land Title Association (ALTA)

Date of Interview: June 18, 2002

Basic Background: 

· “Buying a house is one of the most complicate things people will ever go through.  The Real Estate Settlement Procedures Act, or RESPA, is how the federal government oversees housing sales, from mortgage application through closing.  There’s basically two parts.  One, disclosure—which means lenders and real estate brokers must explain all of their fees and cost estimates—and two, prohibitions—which basically prohibits redlining.”  
· “Back in the ‘70s, Congress passed RESPA because there widespread discrimination in mortgage lending, mostly in urban and rural areas.  Literally the term redlining comes from banks that would outline in red whole neighborhoods where they would either not lend or charge way above prime.  Some lenders still get away with it, but it’s not really the problem anymore.”

· “This issue is both on the Hill and at HUD.  Our problem is that we’re not one of their [HUD’s] primary constituencies, like the Mortgage Bankers, MBA.”

· “Well the Hill avoids this type of issue because it’s industry splitting.  It’s HUD and mortgagers versus consumers versus title insurance.

· “The realtors carry a lot of political weight, but they don’t want to get involved.  They have point of sale control and don’t want to get into this.”

· “Our members sell title insurance to homebuyers and mortgage lenders.  Typically the title insurance company reviews public records of the land before insuring…For instance, if the property is in a flood plain, the buyer and lender want to know that before purchasing the property, and our members insure against any unforeseen problems.  Usually, there’s a one-time fee during settlement and claims are paid if a problem occurs down the road.”

· “Well, the term predatory lending has been around for a while, but it means a lot of different things.  The reform proposals call for structural changes to RESPA.  We don’t deny that there are victims of predatory lending, but the proposals distort both the disclosure and prohibitions.  MBA says that a new structure will take care of the problem.  Their proposal is conceptually attractive.  They argue for lender packaging or bundling.  The lender acts as a general contractor, a one-stop house buying shop.  It’s a mess though.” 

Prior Activity on the Issue:

· Lobbied MCs

Advocacy Activities Undertaken:

· Lobbied MCs

· Lobbied White House

· Lobbied HUD

Future Advocacy Activities Planned:

· “HUD’s considering regulations.  Currently there’s a rumor at OMB that they may go that way.  Basically they’ll take the anti-kickback prohibition out and embody packaging.  Probably optional….but the default will be to the lenders.  Our response will be that HUD’s overstepping it’s bounds.  And don’t abandon it now just when technology gives consumers access.  We’ll get a legal paper from outside counsel, submit comments, have members contact their representatives.”

· Annual conference brings members in to educate them and lobby MCs

Key Congressional Contacts/Champions:

· “[Rep. Mike] Oxley [Chairman of Financial Services Committee] wants reform, but he’s not sure what.”

Targets of Direct Lobbying:

· Oxley

· House Financial Services Committee

· Senate Banking Committee

· HUD

· White House

Targets of Grassroots Lobbying: none mentioned, but suggested that they may in future.

Coalition Partners (Names/participants): no coalition

Other Participants in the Issue Debate:

· “[Sen. Phil} Gramm’s [Chairman of Senate Banking Committee] a big advocate of disclosure and simplification.  But he hasn’t actually endorsed bundling.”

· Sen. Debbie Stabenow

· “[Ranking Minority Member of Financial Services Committee] LaFalce has a bill that suggests bundling.”

· MBA (Rod Alba)

· RESPRO (sp?), the realtors (Gene DelGato)

· HUD

· AARP (Nina Simon 202 434-2158)

· Consumer Federation of America (Steve Brobeck)

· Consumers Union (Frank Torres 202-462-6262)

Ubiquitous Arguments and Evidence:

· “HUD’s considering regulations.  Currently there’s a rumor at OMB that they may go that way.  Basically they’ll take the anti-kickback prohibition out and embody packaging.  Probably optional…but the default will be to the lenders.  Our response will be that HUD’s overstepping it’s bounds.  And don’t abandon it now just when technology gives consumers access.”

· “Will the new structure lower the aggregate cost down?  It’s ironic because the consumer groups are taking the lowest common denominator consumer—the victims of predatory lending—and trying to fix it with a structure that will raise the cost of buying a house.”

· “If bundling does go through, we at least want separate loan and settlement options.”

· “It’s almost as if [the lenders] are saying [homebuyers] are buying a loan.  But they’re not, they’re buying a home.”

· “The consumer mantra is ‘disclosure!’, but now we have consumers with less information and less access to services.  With the Internet now, a buyer can get title insurance from anywhere in the country.”

· “The quality of services with bundling will go down.”

· “Small lenders are not happy with bundling either.  The big lenders will take over the market.”

· “Secretary Martinez perceives this as aid to low and moderate income families, but in reality that’s who it will hurt.”

Secondary Arguments and Evidence: none mentioned

Targeted Arguments, Targets, and Evidence: none mentioned

Nature of the Opposition: Their primary opposition are the mortgage lenders and HUD.  Congress’ unwillingness to choose one industry over the other puts the issue in the lenders’ favor.  Also, consumer groups advocate bundling.

· “This issue is both on the Hill and at HUD.  Our problem is that we’re not one of their [HUD’s] primary constituencies, like the Mortgage Bankers, MBA.”

· “Well the Hill avoids this type of issue because it’s industry splitting.  It’s HUD and mortgagers versus consumers versus title insurance.

· “The realtors carry a lot of political weight, but they don’t want to get involved.  They have point of sale control and don’t want to get into this.”

Ubiquitous Arguments and Evidence of the Opposition:

· “The consumer mantra is ‘disclosure!’

· “MBA says that a new structure will take care of the problem.  Their proposal is conceptually attractive.  They argue for lender packaging or bundling.  The lender acts as a general contractor, a one-stop house buying shop.” 

· “It’s almost as if [the lenders] are saying [homebuyers] are buying a loan.  But they’re not, they’re buying a home.”

Secondary Arguments and Evidence of the Opposition: none mentioned

Targeted Arguments, Targets, and Evidence of the Opposition: none mentioned

Described as a Partisan Issue: No

Venues of Activity:

· Congress

· HUD

Action Pending or Taken by Relevant Decision Makers:

· “HUD’s considering regulations.  Currently there’s a rumor at OMB that they may go that way.  Basically they’ll take the anti-kickback prohibition out and embody packaging.  Probably optional….but the default will be to the lenders.”

Policy Objectives and Support for/Opposition to the Status Quo:  ALTA generally supports the status quo structure of RESPA that allows all services to be sold separately, and they oppose bundling.  But, “If bundling does go through, we at least want separate loan and settlement options.”  

Advocate’s Experience: Tenure in Current Job/Previous Experience:  not obtained

Reliance on Research: In-house/External:

· “Our response will be that HUD’s overstepping it’s bounds.  And don’t abandon it now just when technology gives consumers access.  We’ll get a legal paper from outside counsel, submit comments, have members contact their representatives.”

· “We do industry research in house.  Sometimes we contract out, but we have a research department.”

Number of Individuals Involved in Advocacy: 3.

“We have about twenty employees.  Our president owns a land title insurance company in California, so he doesn’t lobby much.  But he does come to DC every other month or so and we head up to the Hill.  Other than that, we only have one other lobbyist besides me.”

Units in Organization Involved in Public Affairs/Policy: 1

Advocate’s Outstanding Skills/Assets: Knowledge of the issue, contacts in Congress.

Type of Membership (None, Institution, Individuals, Both): Institutions

Membership Size: about 2000

Organizational Age: not obtained

Miscellaneous:

