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Proposed Illustrations of Consumer Information for Subprime Mortgage I.ending

The National Consumer Law Center ("NCLC")" submits the following
comments on behalf of its low income clients. We appreciate this opportunity to
provide the agencies with our views and concerns regarding the Proposed
Ilustrations of Consumer Information for Subprime Mortgage Lending (“Proposed
Illustrations”).

The Proposed Illustrations

The Proposed Illustrations are completely inadequate as a response to the
widespread consumer confusion in the subprime market and the many ensuing
market inefficiencies. We have three main areas of concern: a lack of substantive
regulation, failure to mandate binding and uniform disclosures, and omission of key
loan specific information in a form that consumers can use.

First, disclosure will not cure the ills of the subprime market. The complexity
in the market exceeds what most consumers can comprehend, even with adequate
disclosures. As all consumer representatives have consistently stated (and we made
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clear in our comments to the Statement on Subprime Mortgage Lending —- the
Statement?) only substantive regulation will address the fundamental imbalance
between lenders and borrowers. Disclosures, particularly non binding and non loan
specific disclosures, not only will not resolve the problem, they may exacerbate the
problems. The burden will remain on consumers to dissect the credit marketplace
and protect themselves from overreaching creditors.

Second, making the Proposed Illustrations non-binding will create more
confusion. Asthe regulators own words indicate, " [u]se of the Proposed
[llustrations is entirely voluntary. Accordingly there isno Agency requirement or
expectation that institutions must use the illustrations in their communications with
consumers.” The fallure to mandate use of any particular illustration or any
particular format means that there isno reason to expect any uniformity from lender
to lender. Even worse, lenders are likely to make subtle changes in the illustrations
S0 that they appear to resemble other lenders' illustrations but in fact lead consumers
to compare apples to oranges. The fallure to mandate the content and format of the
Proposed Illustrations alows creditors to manipulate the illustrations to steer
consumers into disadvantageous loans.

By suggesting that creditors individually create non-uniform illustrations, the
Proposed Illustrations actually undermine the goa of requiring uniform, binding,
loan-specific disclosures. Once creditors invest the time and effort to create their
own illustrations they will be more likely to resst efforts to impose uniform
disclosure requirements by regulation.

There isno guarantee that any two lenders will use the same form. Indeed,
the agencies encourage a proliferation of different forms, presumably as aform of
testing disclosures in the marketplace. Such an uncontrolled experiment isunlikely
to lead to any clear results. At best, the agencies are encouraging amuddle. At
worst, the agencies agnosticism on the Proposed Illustrations facilitates continued
gamesmanship in disclosures.

The use of nonbinding illustrations encourages brokers and lenders to
continue to hide the bal from consumers through the use of complex products and
convoluted disclosures. Any lender who sucosadsin making dear therisks d loans to
conumasis likdy to lose market share; thereis no market incentive far lenders to meke
dsdoaures dear and comprehansve

Third, the Proposed Illustrations completely fail to convey key information in
aform consumers can understand and use. Assuch, they leave the burden on
consumers to protect themselves without providing the tools to fodter a rational
decison making process.

To beuseful, disclosures must be -

*The National Consumer Law Center's full comments on the Statement are available at
http://www.consumerlaw.org/issues/predatory mortgage/content/ COMMENTS MS MayO07.pdf.



