

MPF Anti-Predatory Loan Policy

SUMMARY
ABC Bank will not participate in predatory lending with regard to any MPF loans.  ABC Bank shall not participate in any practices that fall under the description of predatory lending including:  (1) very high interest rates; (2) very high fees; (3) “steering” a borrower toward a mortgage with a higher interest rate and/or fees even when the borrower could qualify under a less costly financing alternative; (4) approving a mortgage based solely on the value of the property; (5) lending without regard for a borrower’s ability to repay the mortgage; (6) loan flipping, which consists of refinancing a mortgage without any real economic benefits to the borrower; (7) equity stripping, which is charging excessive fees and points; (8) failing to disclose prepayment penalties to the borrower or using them as a method to prevent the victim of “steering” from being able to refinance to a lower-rate mortgage; and (9) charging a higher rate of interest after the mortgage goes into default.
PRODUCT STEERING
ABC Bank shall offer borrowers the lowest-cost mortgage alternatives for which the borrower qualifies.

BORROWER’S ABILITY TO MAKE MORTGAGE PAYMENTS
ABC Bank determines, through the original underwriting process, that borrowers have a reasonable ability and likelihood of repaying their mortgage debt.  ABC Bank’s underwriting of the mortgage confirms that, at the time of origination, the borrower’s can afford to make the mortgage payments.  This determination of the borrower’s ability to repay is made by comparing the borrower’s income, assets, and liabilities to the proposed mortgage payment.

ABC Bank’s willingness to fund or to purchase mortgages made to borrowers with higher credit risk, is still predicated on the use of the MPF Program underwriting guidelines that require the borrower have a reasonable ability to make the mortgage payments and likelihood to do so in a manner that will enable him or her to successfully maintain homeownership.
ALLOWABLE POINTS AND FEES

ABC Bank will not originate mortgages for the MPF Program if the total points and fees charged to the borrower are greater than: (i) 5% of the mortgage amount, or (ii) the amount specified under Applicable Law which causes a loan to be classified as high-cost, high-rate, high-risk, or similar category of loan.
Under this guideline, the definition of “points and fees”, provided by applicable federal, state, or local law will be applied, but in the absence of applicable law, points and fees will be defined as follows:  Origination fees, underwriting fees, broker fees, finder’s fees, and charges that the lender imposes as a condition of making the mortgage-whether they are paid to the lender or a third party.  Points and fees that do not have to be counted against this limitation include bona fide discount points (i.e. paid to reduce interest rate) and fees paid for property appraisals, credit reports, surveys, title examinations, and insurance; the costs of title, hazard, and flood insurance policies; state and local transfer taxes or fees; escrow deposits for the future payment of taxes and insurance premiums; and other miscellaneous fees and charges that, in total, do not exceed 0.25 percent of the mortgage amount.

ABC Bank will not originate a loan if: (i) it is subject to the requirements in the Homeownership and Equity Protection Act of 1994 (“HOEPA”) that apply to high-cost mortgages, as defined in that Act; or (ii) it is subject to the requirements of any federal, state, or local laws that apply to loans identified as high-cost, high risk, or high rate loans or loans in other similar categories as defined by the applicable predatory or abusive lending law.  In the event that an ineligible mortgage is sold by ABC Bank to a MPF Bank, ABC Bank will repurchase the mortgage within five business days after notice by the MPF Bank or MPF Provider, and the MPF Bank and MPF Provider will accomplish the repurchase using mechanisms provided by the PFI Agreement and MPF Guides.
By delivering mortgages under the MPF Program, ABC Bank represents and warrants as follows on the date the mortgages are delivered to the MPF Bank:  (1) None of the mortgages are high-cost, high-risk, or high-rate loans in similar categories as defined by the applicable predatory or abusive lending laws; and (2) Each of the mortgages complies in all material respects with all applicable federal, state, and local laws including but not limited to all applicable predatory and abusive lending laws.

SINGLE-PREMIUM CREDIT LIFE INSURANCE POLICIES
ABC Bank shall not require any borrower to purchase Credit Life insurance policies.  A mortgage is not eligible for funding or purchase under the MPF Program if the borrower obtained a prepaid single-premium credit life insurance policy in connection with the origination of the mortgage, regardless of whether the premium is financed in the mortgage amount or paid by the borrower’s funds.  This prohibition does not apply to credit life insurance policies that require separately identified premium payments on a monthly or annual basis or to prepaid hazard, flood, or mortgage insurance policies.
PREPAYMENT PENALTIES
ABC Bank shall not charge any prepayment penalty in connection with an early payoff of any mortgage through the MPF program.

FULL-FILE CREDIT REPORTING TO CREDIT REPOSITORIES

ABC Bank shall report a borrower’s entire mortgage payment history to the credit repositories since that gives a borrower who has a good payment record more opportunities to obtain new financing (and better mortgage terms) when the need arises.

To assure that the credit repositories have up-to-date information about both servicing and origination activity, ABC Bank provides a full file credit status report for all mortgages to each of the designated credit repositories monthly monthly.  Full-file reporting includes mortgages recently originated, current and delinquent mortgages, and mortgages liquidated through workout options, foreclosure and charge-offs.

LATE CHARGES AND DEFAULT INTEREST

ABC Bank shall not charge borrowers a higher rate of interest after default.  ABC Bank shall be permitted to charge late fees in the amounts and at times which are authorized by Applicable Law and by the relevant mortgage documents, subject to all limitations and restrictions of Applicable Law and relevant mortgage documents.

SCREENING PROCEDURES FOR MPF PROGRAM LOANS

ABC Bank recognizes that certain practices fall under predatory lending and will avoid these abusive lending practices which include:

· Very high interest rates and/or very high fees

· “Steering” a borrower toward a mortgage of higher rate/higher fees when they could qualify under a less costly financing method

· Approving a mortgage based solely on the value of the property

· Lending without regard for a borrower’s ability to repay

· Loan “flipping” which consists of refinancing a mortgage without any real economic benefits to the borrower

· “Equity stripping” which is charging excessive fees and points

· Failing to disclose prepayment penalties to the borrower or using them as a method to prevent a victim of “steering” from being able to refinance to a lower-rate mortgage

· Mortgages that include mandatory arbitration clauses

· Charging a higher rate of interest after a mortgage goes into default

ABC Bank recognizes that certain categories of loans are not eligible for delivery under the MPF program due to APL rules that are in place.  The following loans cannot be delivered to MPF:

· Loans classified as high cost, high rate, high risk, or HOEPA loans (Homeownership and Equity Protection Act of 1994) or loans in similar categories as defined by applicable predatory and abusive lending laws

· Loans which a rating agency does not permit to be included in structured finance transactions rated by the rating agency

· Loans categorized as High Cost Loans or Covered Loans by Standard & Poor’s LEVELS Glossary which is included in the MPF Guides as Exhibit A

ABC Bank will adopt the following procedures to screen loans for the MPF program to ensure they are not delivered to MPF:

· Loans will be routinely reviewed by the lender for HOEPA as part of our recordkeeping for HMDA (Home Mortgage Disclosure Act) on the Loan Application Register Log

· Loan Documentation Software warnings regarding high rates and high fees will be reviewed by the lender when received to ensure no abusive practices

· Lenders will stay abreast of changes in Exhibit A of the MPF Guides which lists Standard & Poor’s High Cost Loan and Covered Loan Categorizations which cannot be delivered to MPF.  (The current version of Exhibit A is available at www.fhlbmpf.com where a link to www.allregs.com can be found.)  All out-of-Illinois loans will be compared to the current chart by the lender.

· Lenders will stay abreast of changes to the Predatory Lending Chapter 7.6 of the Program Guide regarding APL rules.  (The current version of the Online Guide is available at www.fhlbmpf.com where a link to www.allregs.com can be found.)
