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The foreclosure crisis has inflicted more than $8 trillion in wealth loss on homeowners 
and communities across the country. While our economy has pulled back from the brink 
of the worst recession since the Great Depression, many communities, particularly low- 
and moderate- income communities and communities of color, are still struggling to 
survive and rebuild. 
 
As such, 2011 represents a critical opportunity and responsibility to ensure that these 
communities are not left behind. NCRC and its members, therefore, have committed to 
promoting a broad policy agenda to revitalize the struggling economy in all 
neighborhoods and communities. 
 

Our 2011 policy priorities embrace the theme of NCRC’s Annual Conference, “National 
Challenges, Local Solutions: Rebuilding Homes, Lives, and Communities.” Only through 
a combination of private and public sector efforts to comprehensively address our 
national challenges can we confront the foreclosure crisis, reform the role of government 
in housing finance, support small businesses and job creation, protect consumers from 
industry abuses, and support local organizations, like NCRC’s members, who are making 
a difference in their communities every day. 
 
NCRC’s members include 600 community reinvestment organizations, community 
development corporations, local and state government agencies, faith-based institutions, 
community organizing and civil rights groups, minority and women-owned business 
associations as well as local and social service providers from across the nation. 
Together, we urge our members of Congress to support legislation to help rebuild homes, 
lives, and communities. 
 
 
 

 
 



National Community Reinvestment Coalition •  http://www.ncrc.org • 202-628-8866 2 

Rebuilding and Sustaining Homes 
 
 

Foreclosure Prevention 

 
The unfortunate reality is that the foreclosure crisis is far from over. Experts predict that 
in 2011, foreclosure rates will increase by nearly 20 percent to reach record highs.1 Home 
repossessions are estimated to double from 3 million homes to 6 million by 2013.2 And to 
make matters worse, an additional 5 million loans are seriously delinquent and are on the 
brink of foreclosure.3 Ultimately, the fate of these homeowners affects all of us.  
 

Support Comprehensive Housing Counseling. With each foreclosure, families, 
neighborhoods, and communities continue to lose billions of dollars of wealth. 
According to the Joint Economic Committee, the average cost of a foreclosure to 
homeowners, neighborhoods, and local governments is $77,935, while the cost to 
prevent a foreclosure is merely $3,300.4   
 

Fix Foreclosure Prevention Programs, Don’t End Them. Earlier this year, the 
House of Representatives passed legislation to terminate federal foreclosure 
prevention programs, including the Home Affordable Modification Program 
(HAMP), the Emergency Homeowners’ Loan Program, and the FHA Short 
Refinance Program. NCRC strongly urges Congress to focus their efforts on ways 
to make HAMP a useful, wide-reaching program with meaningful goals. Congress 
should complement the work of the Attorney Generals by enacting reforms 
considered but not implemented as part of any final Attorneys Generals settlement 
to make servicing loans and foreclosure prevention efforts more fair and effective. 
 

For example, process improvements in HAMP must include more accountability 
and transparency. While servicers are barred from continuing any foreclosure 
proceedings while a consumer is being considered for a HAMP modification, this 
protection often goes unenforced. A fair appeals process for borrowers denied 
modifications must be established that includes allowing borrowers and their 
counselors to review all underwriting data used by the servicer.  

 
Several helpful bills have been proposed. The Preserving Homes and 

Communities Act of 2011 (S.489) would: require lenders to consider loan 
modifications prior to initiating foreclosure; eliminate dual track issues; respond 

1 http://www.bloomberg.com/news/2011-01-13/u-s-foreclosure-filings-may-jump-20-this-year-as-crisis-

peaks.html 
2 http://www.bloomberg.com/news/2011-01-13/u-s-foreclosure-filings-may-jump-20-this-year-as-crisis-
peaks.html 
3 http://www.bloomberg.com/news/2011-01-13/u-s-foreclosure-filings-may-jump-20-this-year-as-crisis-

peaks.html 
4 http://jec.senate.gov/public/index.cfm?p=PressReleases&ContentRecord_id=efd3213c-7e9c-9af9-703e-

ebff4ee97b6d&ContentType_id=66d767ed-750b-43e8-b8cf-89524ad8a29e 
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to recent robo-signing allegations; place reasonable limits on when foreclosure 
fees can be assessed; and create an appeals process for those denied a loan 
modification. Limiting Investor and Homeowner Loss in Foreclosure Act of 2010 
(S. 222) would authorize judges to propose loss mitigation strategies to 
homeowners and investors to avoid foreclosure. 
 
Create Sustainable Loan Modifications Through Mandatory Principal 

Reduction. Most Home Affordable Modification Program (HAMP) or 
proprietary loan modifications do not include principal reduction for the 
homeowner. In fact, just 4 percent of loan modifications involved a principal 
reduction in the third quarter of 2010, according to the U.S. Office of the 
Comptroller of the Currency. 5 Yet, experts have found that modifications that 
include principal reduction are less than half as likely to re-default as 
modifications that only reduce interest rates or extend loan terms.6  
 
NCRC strongly supports many of the proposed settlement terms between 50 State 
Attorneys General, federal agencies, and mortgage servicers, including requiring 
principal reductions in order to reduce the rate of re-default on unsustainable loan 
modifications. This is especially needed in communities with high foreclosure 
rates, deep price declines, and large percentages of “underwater” borrowers who 
owe more than their house is worth. 

 
The Future of Fannie Mae and Freddie Mac 

 
Fannie Mae and Freddie Mac have played a central role in financing home mortgage 
loans for several decades. They purchase loans from banks, offer a government guarantee 
on the loans, bundle the loans into mortgage-backed securities and then sell the loans to 
investors. For 95% of its history, this system has worked well, promoting widespread 
homeownership for the middle class, reducing instability in the marketplace, and making 
possible the affordable and standard 30-year fixed-rate mortgage.  
 
The evidence does not support the arguments of the opponents of Fannie Mae and 
Freddie Mac. Data analysis reveals that Fannie Mae and Freddie Mac-backed mortgages 
have lower default rates than other mortgages. Wall Street investment firms were the 
main culprits financing problematic loans. Moreover, the Financial Crisis Inquiry 
Commission (FCIC) concludes that the affordable housing goals did not pressure Fannie 
Mae and Freddie Mac into purchasing imprudent loans. 
 

Proposals for Reform 

 

Obama Administration: As required by Congress, the Obama Administration released 
“Reforming America’s Housing Finance Market: A Report to Congress” on February 11, 

5 http://www.businessweek.com/magazine/content/11_12/b4220031777731.htm 
6 http://www.businessweek.com/magazine/content/11_12/b4220031777731.htm 
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2011. The paper addresses the future of Fannie Mae and Freddie Mac by describing three 
possible scenarios for future government involvement in the marketplace.  
 
Under each of the three options, the availability of 30-year fixed rate mortgages would be 
dramatically reduced, shutting out a large segment of modest income Americans from 
homeownership. The first two options would basically eliminate government guarantees 
outside of FHA, and reduce the role of FHA, targeting it to underserved people. 
However, FHA would not be able to accommodate the flood of modest income 
Americans shut out from mainstream mortgages.  
 
Of the three options proposed by the Administration for the future housing finance 
system, Option Three is the only one that has the potential to be built upon to maintain 
widespread homeownership. However, this option needs to be substantially improved. 
Allowing five to ten large banks and Wall Street firms to grow larger by absorbing 
Fannie Mae and Freddie Mac’s functions will not work. We need specifics about which 
institutions are envisioned as secondary market institutions, and what will be their 
obligation to serve low- and moderate-income communities. It was the securitization 
practices of Wall Street banks financing toxic mortgages that were a major factor 
plunging this country into the financial crisis.  
 

Alternative Proposals: In late March, Republicans on the House Financial Services 
Committee introduced several bills that would abolish Fannie and Freddie’s affordable 
housing goals, stipulate stringent limits on the number of loans Fannie Mae and Freddie 
Mac can guarantee, implement a two year phase out of lower guarantee fees charged by 
Fannie Mae and Freddie Mac, and establish a two year timetable for deciding the fate of 
Fannie Mae and Freddie Mac. NCRC opposes these measures. 
 
Other Republicans are wary, understanding that a rapid dismantling of Fannie Mae and 
Freddie Mac will cause the housing market to crash since Fannie Mae, Freddie Mac, and 
FHA currently insure and guarantee about 90 percent of the home mortgage loans in the 
country.  
 

Ensure a Robust Secondary Market Maintains Market Stability and Access 

to Homeownership for Underserved Communities. NCRC supports 
government guarantees to be used by secondary market institutions like Fannie 
Mae and Freddie Mac to provide stability in the housing market and to promote 
the widespread availability of affordable thirty-year mortgages. The secondary 
market institutions must also have an affirmative obligation to serve all 
communities, including minority and working class communities. The secondary 
market institutions must have strong oversight; the regulatory agencies overseeing 
Fannie Mae and Freddie Mac were notoriously weak.  
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Risk Retention and the Qualified Residential Mortgage 
 
Leading up to the financial crisis, mortgage firms loosened underwriting criteria for loans 
and then sold loans to investors, knowing that they would not experience any financial 
loss for irresponsible lending. The Dodd-Frank Wall Street Reform and Consumer 
Protection Act of 2010 required financial firms to retain 5 percent of the credit risk when 
they sell loans to investors, giving them “skin in the game” and a stake in the loans’ 
performance. 
 
Financial institutions will be exempt from the 5 percent requirement if they issue 
mortgages that contain loan terms and conditions that the regulatory agencies have 
determined are less likely to end up in default, known as Qualified Residential Mortgages 
(QRMs). The regulatory agencies have appropriately specified a series of loan terms and 
conditions that cannot be in QRMs such as prepayment penalties, negative amortization, 
a lack of documentation of borrower income, balloon payments, fees in excess of 3 
percent of the loan amount, and steep increases in interest rates.  
 
Alarmingly, the regulatory agencies have also included stiff down payment requirements 
in QRMs, although this was not one of the factors that the Dodd-Frank Act required the 
regulators to consider. The proposed rule would require down payments of 20 percent. 
 

Don’t Limit Homeownership to Only the Well Heeled. A 20 percent down 
payment will shut most Americans out of homeownership, even for modestly 
price homes. But low down payments are not the major culprit of the crisis. 
According to FDIC Chairman Sheila Bair, more than half of subprime loans 
securitized during 2006 and 2007 ended up in default. It was the layering of risky 
and abusive features that subprime, adjustable rate, and other nontraditional loans 
contained that drove the crisis, not low down payments. 

 
The Qualified Residential Mortgage is Where the Market Will Go. The 
regulatory agencies assert that many non-QRMs will continue to be issued, and 
that lending institutions will hold these loans in portfolio or retain 5 percent of the 
risk when they sell the loans. NCRC believes that QRMs will set the standard for 
the entire market. In real terms, this could mean much less credit or much more 
expensive credit for broad swaths of Americans, especially for low wealth, 
working Americans, who will not be able to generate 20-percent down payments. 
 

 
Ask the regulatory agencies to reconsider steep down payment requirements. Ask your 
member of Congress to urge the agencies to reconsider their proposal. The comment 
period ends on June 10. NCRC will be working with you, our member organizations, to 
generate comment letters to the agencies. 
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Rebuilding Lives and Opportunities 

 

Job Creation and Workforce Development 

 
Until Congress responds, unemployment will continue to weigh down national economic 
growth and struggling families across the country. While unemployment rates are still as 
high as 9 percent nationwide, African-American and Hispanic communities have 
unemployment rates of 15.3 percent and 11.6 percent, respectively. Low-and moderate-
income communities are also harder hit than others areas, experiencing greater income 
losses and requiring more time to recover.7  
 
Between 1979 and 2008, employment and training services funded by the U.S. 
Department of Labor fell by nearly 70 percent in inflation-adjusted dollars8, while the 
labor force grew by nearly 50 percent.9 In addition, the Department of Labor currently 
faces budget cuts of nearly $60 billion, including a 90 percent cut to job training 
programs. Congress must restore this critical funding. 
 

This year, Congress should use the reauthorization of the Workforce Investment Act as an 
opportunity to expand and strengthen this historic legislation. 
 

Focus Workforce Development Programs. The future of our economic health 
depends on helping workers gain the skills they need, and the skills employers 
increasingly want, in order to access stable and living wage jobs. Studies 
consistently show that the lifetime return on such investments can be as high as 
$120 per dollar spent, measured in the form of increased lifetime earnings, 
increased taxes paid, and significant decreases in public assistance expenditures.10  

 
Support Comprehensive Programs That Combine Job Training With Other 

Essential Services. True workforce development requires both a focus on job 
creation and a holistic approach to moving a person from unemployment or 
underemployment to a sustaining career. Programs that combine skills training, 
job search and placement assistance, financial and social service supports, and 
transportation and health care assistance, have shown impressive results. 

 
NCRC’s Generating Real Opportunities for Work (GROW) Centers integrate 
workforce development with community investment, business development, 
neighborhood stabilization, and government procurement to create sustainable 
living-wage jobs and healthy communities and can serve as a national model.  
 

7 http://www.frbsf.org/publications/community/investments/0905/Reid_Carolina.pdf 
8 Holzer, Harry J. 2008. Workforce Development as an Antipoverty Strategy: What Do We Know? What 

Should We Do?  Washington, DC: The Urban Institute. http://www.urban.org/url.cfm?ID=411782. 
9 Bureau of Labor Statistics. 2010. Labor Force Statistics from the Current Population Survey.  

Washington, DC: U.S. Department of Labor. http://data.bls.gov:8080/PDQ/outside.jsp?survey=ln. 
10 http://www.frbsf.org/publications/community/investments/0905/Reid_Carolina.pdf 
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Put Americans Back To Work To Rebuild Their Communities. Upgrading our 
aging infrastructure and retrofitting homes with green technology, among other 
projects, will reduce the hardship associated with unemployment while preparing 
our communities to compete in the 21st century. 
 

 

Small Businesses 
 
Small businesses are the real engines of job creation, generating 64 percent of net new 
jobs over the past 15 years and employing over half of all private sector employees.11 
Yet, despite this fact, Congress has not done enough to provide small businesses with the 
tools they need to help put our economy back on track. 
 

Expand Small Business Lending and Access to Credit. Because nearly one 
quarter of small business owners use the equity in their own homes to finance 
their businesses, the foreclosure crisis and vast decline in housing prices has had 
an enormous impact on available credit.12 By some accounts, $25 billion of such 
potential credit to small businesses has been lost over the last few years. In 
addition, lending to small businesses in low and moderate-income census tracts 
has dramatically decreased from $5.2 million to $1.6 million in loans from 2007 
to 2009.13 
 

Support Business Incubators, Technical Assistance, and Wrap-Around 

Programs. Incubator, technical assistance, and wrap-around programs, including 
those administered by the SBA and Department of Commerce, are critical tools to 
help new start-up companies access the support and financing needed to evolve 
into successful companies. These programs are cost-effective public-private 

solutions to unemployment and an unstable economy. A recent study found that 
for every $10,000 invested in business incubation programs, an estimated 47 to 69 
local jobs are generated.14 
 
Protect Minority- and Women-Owned Businesses. Minority and Women-
owned businesses are underrepresented in today’s economic market, but are 
among the fastest growing business segments. While these businesses can play a 
role in helping to rebuild our communities in the wake of our economic crisis, 
some members of Congress have proposed cutting funding dramatically for 
programs that provide technical assistance to these institutions. 

11 http://www.sba.gov/advocacy/7495/8420 
12 http://www.clevelandfed.org/research/commentary/2010/2010-18.cfm 
13 http://www.businessnewsdaily.com/credit-access-small-business-growth-obama-1037/ 
14 Testimony of David Monkman, President and CEO of National Business Incubation Association before 

the Small Business Committee of the U.S. House of Representatives hearing “Business Incubators and their 

Role in Job Creation.” March 17, 2010. 
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Rebuilding Communities and Rural Areas 
 
 

Expansion of the Community Reinvestment Act 
 
The Community Reinvestment Act (CRA) is one of the most important laws for building 
wealth and revitalizing neighborhoods. CRA has leveraged trillions of dollars for low- 
and moderate-income communities since its enactment in 1977, and has had a broader 
impact on the overall economy by creating jobs, expanding affordable housing 
opportunities, and promoting small business development. The public accountability 
mechanisms of CRA have motivated banks to increase their lending, investing, and 
service in low- and moderate-income communities. 

 
CRA Lending is Safe and Sound. Research by Federal Reserve economists 
documents that loans made by banks are about half as likely to end up in 
foreclosure as loans issued by independent mortgage companies not covered by 
CRA. Also, according to the Federal Reserve Board, only 6 percent of all high-
cost loans in 2006 (a boom year for high-cost lending) were made by banks and 
considered on exams assessing CRA compliance of banks. CRA promotes public 
accountability, and punishes risky lending. Had it covered Wall Street firms and 
mortgage companies it would have decreased the number of predatory loans 
issued. 
 

Expand the Community Reinvestment Act to Wall Street. Since 1996, CRA-
covered banks and thrifts have made community development loans totaling more 
than $480 billion and small business loans in low- and moderate-income 
neighborhoods of $641 billion. This impressive track record can be better 
leveraged. In the 111th Congress, two bills were introduced to update CRA; H.R. 
1479, the Community Reinvestment Modernization Act of 2009, and H.R. 6334, 
the American Community Investment Reform Act of 2010. Support bills like H.R. 
6334 and H.R. 1479 that would improve upon and expand CRA in the 112th 
Congress. Ask your member of Congress to oppose bills that would weaken 

or repeal CRA. 
 
H.R. 1479 and H.R. 6334 would have: 

 

Fix Geographical Areas on CRA Exams: Currently, banks are examined for 
CRA compliance in geographical areas where they have branches. H.R. 1479 
would require CRA exams to cover geographical areas where banks make loans 
through brokers and through other non-branch channels. Expansion of 
geographical areas on CRA exams is important because research has 
demonstrated that banks make higher levels of responsible and affordable loans in 
geographical areas that are on their CRA exams. 
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Combat Grade Inflation: H.R. 6334 would require the federal banking agencies 
to publish preliminary CRA exams for review and public comment before 
finalizing CRA ratings. Currently only banks are able to provide feedback on 
preliminary CRA exams. Finally, both H.R. 1479 and H.R. 6334 would add more 
ratings which would be a vast improvement over the current ratings scale that 
provides passing ratings to 98 percent of the banks. Additional ratings would 
more meaningfully reflect gradations in performance, would be more effective in 
holding institutions accountable, and would be more effective in motivating 
higher amounts of responsible lending and investing. 

  
Expand CRA to cover other institutions: The bills would also expand CRA to 
cover several non-bank financial institutions including independent mortgage 
companies and investment banks (both H.R. 1479 and H.R. 6334), and insurance 
companies and large credit unions (H.R. 1479). The expansion of CRA would 
significantly increase the amount of responsible loans and investments for 
America’s communities. 

 
 

Targeted Spending, Targeted Budget Cuts 
  
While everyone in Washington agrees that addressing our federal deficit is critical to the 
long-term health of our nation, NCRC firmly believes that the budget should not be 
balanced on the backs of America’s working families, who are already struggling to 
recover from our economic crisis. Instead of focusing the conversation on what 
economists agree are the real drivers of spending, Congress has chosen to put programs 
that benefit America’s hardest-hit families, support vital economic development in low- 
and moderate- income communities, and that promote small businesses on the chopping 
block. With State budgets already tight, these cuts will have a tremendous negative effect 
on our members and the constituents they serve.  
 
Simply put, Congress should not sacrifice the well being of America’s working families 
in the name of fiscal austerity.  
 

Housing Counseling Protects Homeowners Facing Foreclosure. Last year, 
HUD-approved Housing Counseling Agencies provided counseling and education 
services to over 3 million families nationwide, working to prevent mortgage 
delinquency for 1.4 million households and helping 410,000 avoid foreclosure. 
Housing Counseling is one of the best forms of insurance against foreclosure; if 
more homebuyers had received housing counseling, they could have avoided 
unsustainable and predatory loans, which triggered many defaults in the 
foreclosure crisis. The House of Representatives has proposed to cut HUD 
Counseling programs entirely. 

  
CDBG Funding Is Vital To America’s Cities. Community Development Block 
Grants (CDBG) provide critical funding to 1,163 cities across the nation and all 
50 States to support housing, economic development, neighborhood revitalization, 
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and other community development activities.15 This funding is targeted to benefit 
low- and moderate-income families, to eliminate and prevent slums and 
neighborhood blight, and meet other urgent community development needs. 
CDBG faces budget cuts of 62 percent in FY2012. Cuts this large would decimate 
this highly effective, job-creating program, increasing unemployment and halting 
state and local infrastructure projects mid-stream.  
 
Neighborhood Stabilization Program (NSP) Funding. Earlier this year, the 
House of Representatives voted to terminate the NSP program. NSP funds the 
reclamation of abandoned and foreclosed housing. However, ending support to 
distressed communities at this point would be disastrous for neighborhoods trying 
to recover from the foreclosure crisis. 
 
Keep Families in Their HOME. Communities across the nation know that 
cutting funding for the HOME Investment Partnerships Program, which helps 
finance affordable housing for low-income households, will merely shift costs to 
already over-burdened state and local budgets.  

 
Support Small Businesses and CDFIs: Don’t Cut Funding to the SBA and 

Commerce Department! It is critical that we continue to help small businesses 
grow, innovate and create jobs to help our national economic recovery. Despite 
the fact that small businesses are the real engines of job creation, Congress has 
proposed eliminating, or drastically cutting funding, to practically every 
entrepreneurial development program, including funding for business centers for 
veterans and women, microloan technical assistance programs, and the Small 
Loan Advantage and Community Advantage Programs, among others. Cuts to the 

SBA alone amount to more than 45 percent in the FY2012 budget. This is not the 
right time to cut funding to the very programs that will strengthen our recovery. 

 

Consumer Financial Protection Bureau 

 
The creation of the Consumer Financial Protection Bureau (CFPB) is a key element of 
the consumer protections established by the Dodd-Frank Wall Street Reform and 
Consumer Protection Act of 2010. The financial crisis was fundamentally a failure to 
protect consumers from abusive practices. Despite the fact that at least half a dozen 
agencies had responsibility for protecting consumers. The priority was clearly banking 
interests. The CFPB was established as an agency whose sole priority was to protect 
consumers. 
 
The CFPB has already come under attack ahead of its full launch in July. Lawmakers 
critical of the agency believe that it will unduly interfere in the marketplace and restrict 
innovation. These arguments are flawed because it was the absence of regulatory 
oversight that allowed for abusive lending, servicing, and other financial practices that 
were major contributors to the foreclosure crisis.  

15 http://www.usmayors.org/cdbg/documents/report-cdbgeconimpacts.pdf 
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Oppose Efforts to Cripple the Agency. The CFPB’s consumer protection 
mission is critical, yet under attack. Earlier this year, the House passed a 
continuing resolution that would reduce the CFPB’s first year budget from $143 
million to $80 million. Ask the Senate not to follow suit during the budget 
negotiations. Representative Neugebauer (R-TX) introduced H.R.557 (Consumer 
Financial Protection Oversight Act of 2011) that would transfer the CFPB from 
the jurisdiction of the Federal Reserve Board to the Department of Treasury. This 
transfer could make the CFPB’s authority more susceptible to political pressures, 
including the possibility of requiring the CFPB to rely on annual appropriations 
from Congress instead of automatic transfers of funding from the Federal Reserve 
Board. Representative Bachus (R-AL) introduced H.R. 1121 (Responsible 
Consumer Financial Protection Regulations Act of 2011) to replace the CFPB 
director with a five person commission, which will hamper and mire the agency in 
bureaucracy. 
 

 


