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*Thesecomments represent the views of the staff of the Bureau of Consumer Protection,
the Bureau o Economics, and the Office of Policy Planning of the Federal Trade
Commission They are not necssarily the views ofthe Conmissionor any individu al
Commissoner. The Commisson has however, voted to authorize the staff to submit these
comments.
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Il. FTC Revease Mortgage Activities

As the primay fedeal agencythat enfoces onsumer cedit laws with respe to non-
depositoryinstitutions; the FTC has wide-@ngng responsibilites in the mortage maket.
The Commission enforseSection 5 of theTRC Act, which boadlyprohibits “unfair or
deceptive acts or mctices in or afectingcommere.™ The @encyalso enfoces numsous laws
relating to financial practices, including the Truth in Lending Act (“TILA").® Although
primarily a law eforcement agncy, the FTC also fulfills its coreconsumer gtectingmission
by issuing rules,” developing consumer and business elucation mderials, and engaging in
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“Banks, saving and loan institutiongnd felerd credit unions are exempt from the
Commssion’s jurisdiction under thelle Act. 15 U.S.C. 8§ 45(&)y.

515 U.S.C. § 45(a).

15 U.S.C. 88 1601-1666j. Other statutesesel bythe FTC that addressonsumer
credit practice include the Hom@®wneship and EquityProtection Act, 15 U.S.C. 8§ 1639; the
Consumer kasingAct, 15 U.S.C. 88 1667-1667f; thaiF Debt Collection Pratces Ad, 15
U.S.C. 88 1692-16920; the F&redit ReportindAct, 15 U.S.C. 88 1681-1681the Equal
Credit OpportunityAct, 15 U.S.C. 88 1691-1691f; and tBGeedit Repair Qganizations Act, 15
U.S.C.881679-1679j.

"Underthe Omnibus Approprians Act of 2009, Pub..INo. 111-8, § 626, 123 Stat. 524
(Mar. 11, 2009), aslarified bythe Credit Card AountabilityResponsibilly and Disclosure
Act of 2009, Pub. LNo. 111-24, § 511, 123 Stat. 1734 (M2B; 2009), the Commission has the
authorityto promulgée rules thatrelae to unfair odecetive acts or factices re@rding
mortgage loans,”including evese mortgge loans.

80verone hundre participats from 40 states, the District of Columbia, and fuRico
have joined th&Vorking Goup, including epresentatives of stat@ttorneg geneal, state bak
regulators, the U.S. Depanent of Housingand Uban Deelopment, the &deal Bureai of
Investigation, and the U.S. partment of Justice.
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In addition, to hdp educate consumers about the cods and bendits d reverse moitgages,
the Commission recently published an updated consumer education brochure. Titled “Reverse
Mortgages: Get the &cts Before Cashingn on Your Homes Equity” the biochureincludes
important informaion on wha consumers should be aware of when considering areverse
mortgage and vhereto report possible deption? The A'C also developka newpamphlef
for reverse moitgage housng counselors an how to at and report patentialy deceptive claims
or other unlaful condud¢. The A C distributed the pamphlet thrdugut the HUD n&vork of
housng counsglors. FTC daff has dso made presentaionsto reverse moitgage indugry groups,
including theNational Revese Mort@gge Lendes Association, on deptive adveising and
related issues.

[I. The Proposed Guidarce

The Proposed @danceidentifies four pimary concens of the FIEC’'s member
agendes regarding reverse mortgages, nandy tha: (1) consunes may enter into reverse
mortgages without a full undstandingof the loan$ consequeces ad maybe misled by
markeing mateials; (2) ®unselingmaynot be provided omaynot be adguate to rmmedyany
misunderstandirg) (3) appopriate steps nyanot be taken to dermine ad assurehat
borrowes will be able to papropety taxes and homeowrseinsuranceand (4) potetial
conflicts of intered ard akusive ractices may arse in connedion with reverse nortgage
transations, including with the use ¢dan proeeds ad the sale oéincillary products:! The
FHEC emphasizes that these coms ae “espeally pronouncd” with respect to propetary
revese mortgge produts, which arenot subject to céasin consumer @tection provisions that
are stautorily mandated under the HECM program.*?

The Propo&d Gwdance discusses severa practlces thet institutions dfering reverse

°See FTC, “ReverseMortgaces: Get the &cts Rfore Cashingn on Your Homes
Equity,” available at http://www.ftc.gov/bcp/edu/pubsconsume/homes/real3.shtm.

FTC, “Housing Counselors: How Help People Avoid Revee Mortgige Missteps,”
available at http://www.ftc.gov/bcp/edu/pubgbusinessalerts/dt158.shtm.
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V. Conclusion

FTC staffsupports the HEC'’s efforts to addres consumer ptection conerns nised by
reverse moitgages. Speifically, FTC gaff endorses the Proposed Guidance's direction to
reverse moitgages lenders to avoid deceptive practices, and supports the FFIEC’s dforts t



