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Counctl Of State Community Development Agencles





April 23, 2010

Hon. Christopher J. Dodd, Chairman

Committee on Banking, Housing 

  and Urban Affairs

United States Senate 
Washington DC   20510

Hon. Richard C. Shelby, Ranking Member

Committee on Banking, Housing 

  and Urban Affairs

United States Senate 
Washington DC   20510

Dear Chairman Dodd and Ranking Member Shelby:

The Council of State Community Development Agencies (COSCDA) represents state housing and 

community development agencies responsible for administering the Department of Housing and Urban Development (HUD) programs, including the Community Development Block Grant (CDBG) program, the HOME Investment Partnerships (HOME) program and the McKinney-Vento Homeless Assistance Programs.

Our member agencies are concerned that the Secure and Fair Enforcement Mortgage Licensing (SAFE ) Act will have a negative effect  on many state and local government housing programs due to its requirement for state licensing of “loan originators”.  COSCDA urges Congress to exempt state and local governments and their non-profit partners from the requirements.  
COSCDA agrees with the intent of the SAFE Act to provide better oversight and regulation of the mortgage industry and to protect consumers.   However, we ask that Congress include an amendment to the Financial Services Reform legislation that would exempt state, local and non-profit housing and community development staff that work with the HOME, CDBG and McKinney-Vento programs from the licensing requirements of the SAFE Act.  
The Act defines a “loan originator” as an individual who takes a residential loan application and offers or negotiates terms for compensation or gain.   State, local and non-profit housing and community development agencies are not the types of organizations that the legislation is designed to address.  These staff are paid on a salaried-basis and are not involved with predatory loan products.  They provide assistance to low-income households such as low-interest rate property improvement loans, down payment assistance loans, closing cost assistance, housing counseling, and energy saving loans.   Staff are not motivated to engage in improper practices for financial gain since they receive no additional compensation or gain from individual loan transactions.   Adhering to all of the licensing, insurance, bonding and education requirements contained in the Act would be extremely costly and time-consuming for these agencies, especially some nonprofit housing organizations.  
We recommend that Congress limit the definition of a “loan originator” to individuals or organizations working on behalf of “for profit entities”.  That limitation would therefore exclude state housing and community development agencies, and their local non-profit and government- based agencies which do not operate by a profit motive, but rather by the rules and regulations of federal housing and community development programs, such as HOME, CDBG, and the McKinney Vento programs and their emphasis on cost reasonableness and proper use of federal funds.  
Thank you for the opportunity to express our concerns regarding the SAFE Act.  If you have questions, do not hesitate to contact me.

Sincerely,
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Dianne E. Taylor

Executive Director

