NCRC Short Sample Letter on RESPA

[Date]

Rules Docket Clerk

Office of General Counsel

Room 10276

Department of Housing and Urban Development

451 Seventh Street, SW

Washington, DC 20410-0500

Re: Docket No. FR-4727-P-01 Real Estate Settlement Procedures Act (RESPA)

To Whom It May Concern:
On behalf of [insert name of organization], I commend you on initiating the RESPA regulatory review process and applaud your efforts to improve disclosures of loan costs and fees on mortgage documents.  I also believe that significant portions of your proposal must be made stronger to provide ironclad estimates of loan costs.  This would help ensure that consumers are not subjected to bait and switch schemes in which final loan costs are much higher than initial estimates provided at time of application.  

[insert name of organization] is a member of the National Community Reinvestment Coalition (NCRC) and together, we actively advocate for increased consumer protections in the mortgage loan transaction.  We ask for your strongest consideration of our recommendations outlined below which, if incorporated into the final rule, will have a positive effect on reducing predatory lending and brokering.  By itself, RESPA will not change problematic lending behavior or practices since RESPA does not prohibit inherently abusive practices but rather focuses on disclosure of loan costs and fees.  Additionally, we ask for HUD’s support in recommending to the United States Congress that comprehensive anti-predatory lending legislation, building upon HOEPA (Home Ownership and Equity Protection Act), be enacted to complement and enhance RESPA reform rules.

Revisions to the proposed RESPA rule should include:

· Expand RESPA’s coverage for all loans secured by real estate to include home equity loans and reverse mortgage loans in addition to home purchase and refinancing loans.

· Reduce the proposed 10% tolerance level on the Good Faith Estimate (GFE) for certain cost categories to 5%.

· Impose a $10,000 fine for every cost that exceeds the GFE tolerance at settlement.

· Require loan originators to provide consumers with a new GFE no later than five business days before settlement when final underwriting changes loan costs and conditions set forth on original GFE.

· Improve the yield spread premium (YSP) disclosure to show exactly how much the YSP payment reduces consumer paid closing costs compared to how much more the consumer pays in interest per month and over the life of the loan.

· Make non-compliance with YSP disclosure a RESPA Section 8 violation and subject to class action status.

· Make the GFE as similar to the HUD-1 as possible.  Different forms hinder the consumer’s ability to easily compare costs on the GFE with the HUD-1 to verify final costs charged are as quoted.  

· Do not allow the Guaranteed Mortgage Package (GMP) for subprime loans.

· Reconsider expansive RESPA Section 8 exemptions for guaranteed mortgage packagers.

· Require final underwriting on the GMP before the consumer pays an engagement fee.

· Reduce the proposed 10% tolerance level on the GMP for certain cost categories to 5%.

· Clarify how RESPA Section 8 violations could clearly be identified for a packaged product.

· Make violations of the GMP an “unfair and deceptive trade practice” and subject to class action status.

In conclusion, we appreciate that HUD has made RESPA reform a priority on the Department’s regulatory agenda and recognize the valiant effort for meaningful improvements via the proposed rule.  However, we believe that our pro-consumer recommendations would bring RESPA more in line with what Congress originally intended – to eliminate abuses in the settlement process and to help consumers through greater cost disclosures.  Furthermore, if our recommendations were adopted, we believe RESPA would significantly deter predatory lenders and brokers from using the mortgage loan settlement process to victimize consumers.

Thank you in advance for your consideration of our recommendations.  If you have any questions, please do not hesitate to contact us.

Sincerely,


