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Commiies SUMMARY OF TESTIMONY
Foggy Bzl The Washington Reinvestment Alliance (WRA) supports a conditional approval of
P i Progins acquisition of Wells Fargo and Co. by Norwest Coxp-, based on the unsatisfactory
Shew Concle performance of Norwest's operating subsidiary, Nogwest Mortgage, in meeting the
o""'“"_"”""’""" needs of low-income homebuyers in Washingron state, The acquisition should be
e e o approved conditional to the merged compan seeking to resolve Notwest
Eoumenios) Coer Mortgage’s poor mortgage default record wita a greates training and technical
i viineyivin assistance commitment, and establish a targe: on single-family low- and moderare-
Fupmahon Ciinic income customers that reflects the combined banks enlarged matket share.
oies of Ko
Devciomm o7 TeXT OF TESTIMONY
Ruby Maet
Unifd Commenicy Honorable Govemnors of the Federal Reserve:
iy Sl ‘The Washington Reinvestment Allisnce (WRA) offers testimony regarding the
Developmm: Conxsntony merges of Wells Pargo and Norwest Morngage. The WRA is concemed that
Anty Rt Norwest’s poor record of mortgage lending to low- and moderate-income
g Contiin communides within Washington state will re;ult in this merger’s negative effect on
JedToblnwon these communities.
Marmin Lucher King
Wells Farzgo’s presence in Washington has been marked by konest efforts to expand
b iy i services to low- and moderate-income commumities. In 1996, when Weils Fargo
Deveiapment Alsysiamen sequited the Washington branches of First Interstate Bank, they attempted too
iy, quickly to change the locally-based culture o: First Intesstate’s leading and .
Sret Whie corporate giving arrngements. This rupture in cotporate cultures, combined with
The Communiat Group mishaps in customer service relared to the acquisition, caused Wells Fargo's new

customers to withdraw twelve to fifteen percent of their deposits from the bank.
Despive this loss in anticipated matket share, the back has made some propress in
comuunity reinvesunent performance. Wels made contact with the WRA to
discuss the merger’s impact on community rriavestment in the state. In addidon,
Wells has made invescments and contributioas that First Intetstate had previously
avoided. The bank has concentrated on corporate giving and investments for
corpmunity economic development, with such groups as Cascadia Revolving Loan.
Fund and Seattle Jobs Inidative benefiting from theit investments program.
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Norwest Mortgage’s performance has not been so priiseworthy. While this operating
subsidiary of Norwest Corp. enjoys the largest matker share of any morigage lender in
Washington, it has made no special efforts to help lovw- and moderate-income communities.
Besides a small grant for the homebuilding organizatian Habitat for Humanity, the company
makes no contributions widkin the state. Unlike its morgage hranches in states with
Norwest Bank branches, Norwest does not widely ofter mortgage products to Washingron
borrowezs that help the bank eaen credit under the CRA. In 1997, the company made 50
percent more Downpayment Assistaace Program (DAP) loans in South Dakom - whete it
originated at least six times fewer loans to low- and modetate-income borrowers - than in
Washington. Low- and moderite-income borrowers :n Washington could greatly benefit
from 2 greater number of DAP loans.

Analysis conducted by the Fremont Public Associadon (FPA), 2 HUD-certified agency that
provides mortgage default counseling based in Seartde, shows that Norwest’s default rare is
much higher than arca lenders in proportion with its tnarket share. In 1996, Washington
Mutual originated 6.15 percent of HMDA-reported lcans to low- and moderate-income
census tracts in the Seartle-Bellevue-Everert metropolitan statistical arca (MSA).

Washington Mutual accounts for only 5.5% of FPA’s clent caseload, putting that bank neaxly
on par with its marker share, Of Washington Mutual’s moubled borrowers, the FPA was
successful in helping these clients bring the loan current ot negotiate a repayment 82 percent
of the dme. Norwest Mortgage, with a market share of five percent of loans originated to
low- and moderate-income census tracts in the same srea, accounted for ten percent of
FPA’s caseload. The FPA was successful in helping ty save the home only 30 percent of the
tirne, ‘This data shows thar Norwest’s clients, at least in the Seactle area, run 2 higher risk of
defaulting on their Joans.

Norwest has also been a difficult lender to work with on servicng issues. 1n one insmnce,
the FPA had a client with multiple health problems. Ehe was forgetful and difficult to work
with., Certain Norwest staff refused to rake her calls, so the FPA stepped in to advocate on
her behalf. FPA counselors had 1o speak with no less than six Norwest staff, and had to
make no less than ten calls to sort out the issue. The end result was positive, but it was
difficult the whole way through.

Norwest's inconsistent scrvice is replicated on a stateydde level. Norwest originared 2,223
FHA-insured mortgage loans in the Spokane jurisdiction in FY 1997, ranking second in the
nutober of FHA loans made. Yet Norwest's default tx.te on these Ioans was higher than 12
of the 24 lenders sutveyed. In Scanle, the record is worse: Norwest Mortgage ranked 34th
out of 43 lenders in loss mitigation performance. The bank is the larpest mortgage lender in
the state, and it uses FHA insurance - public money provided by HUD - to cover itg losses
very frequently. Based on these faces, the WRA can ot ly conclude that Norwest is using its
giant market share and its plentiful supply of HUD-insured mortgages 1o originate loans
without supporting its Jow and moderate-income bonowers.

In surn, the WRA. has jindications that Norwest Mortgiige has had a significant, negadve
impact on low- and moderate ineome communites protected under the Communiry
Reinvesunent Act. To ensure that mortgage lending becomes moze suppoitive of the
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community in the wake of the merger, the WRA recommends the following measures be

taken by the combined company:

» Lending officers employed at Norwest Mortgage's Washington state branches receive
training ro providc more customer—centered servicing of their Jouns, including specific
training in preparing loss mitigation plans in coopeiation with borrowers at dsk of
mortgage default.

» The combined company make a significant lending target on single-family home loans to
low- and moderate-income individuals and cemsus tracts and minority homebuyers. This
cornmirment should anticipate the larger share of castomess that cutrentdy receive home
loans through Wells Fargo.

* The combined company contribute §1.25 million t» home pre-purchase and mortgage
default counseling agencies over the next five years.

Thank you for your kind consideration of these comments,

¥
Sharon H. Lee
for the Washington

Reinvestment Alliance
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