
August 15, 2007 
 
The Honorable Ben Bernanke 
Chairman 
Board of Governors of the Federal Reserve System 
20th Street and Constitution Avenue, NW 
Washington, DC 20551 
 
Dear Chairman Bernanke: 
 
We, the undersigned organizations, support the Federal Reserve Board’s (“Board”) recent 
efforts to address abuses in the mortgage market and improve transparency in the mortgage 
lending process.  Abusive lending hurts consumers as well as the good reputations of the many 
legitimate lenders that serve them.  We share a common goal of trying to better protect 
consumers and improve the mortgage lending process. 
 
The Board, along with the other banking regulators, has been active in addressing lending 
concerns through issuing the Final Statement on Subprime Mortgage Lending (“Statement”) and 
the Nontraditional Mortgage Product Guidance (“Guidance”).  These new standards aim to 
increase consumer protections and provide greater transparency in the mortgage lending 
process.   
 
We commend the deliberative process that the Board is undertaking in its consideration of using 
rulemaking authority under the Home Ownership and Equity Protection Act (HOEPA) to address 
abusive lending.  The public hearing on June 14 provided a forum for various stakeholders to 
share their viewpoints in the areas of prepayment penalties, escrows, stated-income and low-
documentation loans, and ability to repay standards.  The Statement establishes new standards 
in these areas and will have a significant and broad effect on lending terms and practices, just 
as the Guidance did.   
 
The HOEPA authority under which the Board is considering issuing new rules gives our member 
companies great concern because it potentially exposes lenders to significant legal liability.  
This authority, which is derived from Section 129(l)(2) of HOEPA, allows the Board to limit unfair 
and deceptive practices in mortgage lending, but it also creates significant litigation risks for 
compliance failures.  We believe that if the Board uses this authority, it should do so cautiously 
and surgically, to target only specific practices that are clearly and unambiguously unfair and 
deceptive in all circumstances.  We are concerned that the issuance of overly broad standards 
under this authority would have unintended, deleterious consequences on the price and 
availability of mortgage credit for consumers. 
 
We look forward to working with the Board as it works toward improving consumer protections 
and consumer understanding of the mortgage process.   
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