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-RECOMMENDATION

It is recommended that the Driving a Strong Economy Committee accept this report as an update on
the Housing Department’s progress towards educating the residents of San José on fair housing and

predatory mortgage lending practices.

OUTCOME

This report updates the Driving a Strong Economy Committee and provides the opportunity to
discuss the Housing Department’s efforts to educate City residents on fair housing and predatory

mortgage lending practices.

EXECUTIVE SUMMARY

Towards the City’s goal of equal housing opportunity for all residents, the Housing Department
currently coordinates public education campaigns on fair housing and predatory mortgage lending
practices. The fair housing campaign consists of the distribution of informational handouts in
multiple languages, educational workshops, a video segment on the City’s cable television channel,
and additional information and resources on the Housing Department’s website. “Don’t Borrow
Trouble Silicon Valley,” the City’s anti-predatory mortgage lending campaign that is run in
partnership with local nonprofits, for-profits, and industry associations, provides information to
residents through informational handouts, educational workshops, and a free referral and assistance
teiephone line. The Housing Department will continue to seek additional funding scurces with
which to expand both campaigns throughout the community.

BACKGROUND

The City of San José has set the goal of equal housing opportunity for all residents. As part of the
City’s efforts to achieve this goal, the Housing Department 1s coordinating two public education
campaigns: (1) to educate the residents and housing providers of San José on their rights and
responsibilities under fair housing laws; and (2) to educate residents on how to protect themselves
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against harmful predatory mortgage lending practices. This memorandum serves as a status report
on the Housing Department’s efforts on both fronts.

In September of 2003, the City Council approved the Analysis of Impediments (Al) to Fair Housing
Choice report. The Al identifies impediments to fair housing choice and provides recommendations
for actions that the City can take to remove these obstacles. The report includes recommendations
on increasing public outreach and education efforts to tenants, landlords, and housing and apartment

associations on fair housing laws.

On June 1, 2004, the City Council approved the Predatory Lending Action Plan and directed staff to
work with community and industry partners to develop a comprehensive anti-predatory mortgage
lending program that includes counseling, outreach, and education. Since the Council meeting, the
Housing Department, along with its nonprofit and industry partners, have developed such a program
—~ “Don’t Borrow Trouble Silicon Valley” (DBTSV). In addition to the City, the DBTSV core group
consists of members from the California Association of Mortgage Brokers, the Fair Housing Law
Project, Neighborhood Housing Services Silicon Valley, the Santa Clara County Association of
Realtors, Working Partnerships, Pro Bono Project of Silicon Valley, Project Sentinel, and Bay Area
Legal Aid. In addition, last year Freddie Mac accepted San José as a member of its Don’t Borrow
Trouble anti-predatory mortgage lending outreach and education campaign. As a result, San José
became one of only four cities in California and forty-one cities nationwide to participate in this

award-winning program.
ANALYSIS

Fair Housing

Although the receipt and investigation of fair housing complaints is beyond the scope of the
Housing Department’s purview, the Department has a close working relationship with the local fair
housing organizations that provide these services. Local fair housing service providers, including
Asian Law Alliance, Bay Area Legal Aid, the Fair Housing Law Project, and Project Sentinel, have
identified the following protected categories to be the most frequent basis for tenant fair housing

complaints in San José over the last year:

» Familial status or the presence of children;

» Disability including rejections of reasonable accommodation requests and discriminatory
statements;

= Nlnsimemnl Avigrme nnnAd
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= Gender, sometimes in the form of sexual harassment.

Over the last year, the fair housing service providers have continued to see a trend toward
discrimination by smaller rental development owners (four or fewer units). However, tenants in
larger developments have also reported discriminatory practices, in particular, overly restrictive
rules such as prohibitions against children playing outside. Unfortunately, the victims of these
discriminatory actions are often hesitant to pursue remedies.
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In addition to the numerous activities undertaken by the fair housing service providers, the
following is a brief description of the fair housing outreach and education efforts undertaken by the

Housing Department over the Jast year:

~» Fact Sheets: Last year the Housing Department developed two fair housing fact sheets,
one of which provides a general overview of fair housing, while the other specificaily
addresses sexual harassment under the fair housing laws (see Attachments A and B). Each
fact sheet provides basic fair housing information, examples of discriminatory actions, and
contact information for assistance. Over the past year, the Housing Department has
actively sought opportunities to provide the fact sheets to residents throughout San José
through tables at fairs and festivals, joint mailers with the Rental Rights and Referrals
Program, and distribution in City buildings, libraries, and other agencies that serve the
community. This year, both fact sheets were translated into Spanish and Vietnamese.

e Cable TV Segment: In March of 2005, staff from the Civic Center Television channel,
the Housing Department, Project Sentinel, the Fair Housing Law Project, Tri-County
Apartment Association, and the Santa Clara County Association of Realtors collaborated
on an educational fair housing segment. Utilizing interviews with real estate agents,
apartment managers, apartment association staff, fair housing service providers, victims of
housing discrimination, and City employees, the segment provides viewers with a general
overview of fair housing and the people involved. This segment will be aired on the
City’s cable channel throughout the month of April.

e Fair Housing Month Activities: In honor of the passage of the Federal Fair Housing Act
of 1968, the City of San José, along with organizations throughout the nation, will
celebrate April as Fair Housing Month. In honor of this important event, the City will
make an official proclamation of April as Fair Housing Month. In addition, the Housing
Department will be a partner and participant in “Not in Our Neighborhood! Evicting
Housing Discrimination from Our Communities,” a comprehensive symposium on fair

housing issues.

e Funding: This spring, the Housing Department will again submit a funding request under
HUD’s Fair Housing Initiatives Program to assist in the continued expansion of the City’s
ing efforts.

A1 AU MSAL2 ~i2

The City will continue to explore new and innovative ways to educate San José’s residents and
housing providers about their rights and responsibiliiies under fair housing laws.

Predatory Mortgage Lending Practices Outreach and Education

Fair Housing Law Project, the primary nonprofit litigator of predatory mortgage lending cases
San José, identified the occurrence of the following potentially predatory lending practices over the

past year:
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* Bait and switch - the client thinks they are applying for one loan rate and monthly
payment, but the final loan has much different (higher) rates;

*  Fraud — the borrower is told the loan is one rate, but it turns out to be another;

* High broker or origination fees — borrowers are charged two to five points for these
services, versus the typical fee of one point or 1% of the lJoan amount;

* Hidden adjustable rate or interest only loans — the borrower does not realize, and is
not told, that their loan has an adjustable rate or is interest only;

*  Deed theft — the homeowner is told to sign over the deed to their house to someone with
good credit so that person can refinance the homeowner’s loan. However, the
homeowner becomes a tenant in their own home, sometimes with an implausible “buy-
back” option;

* Foreclosure rescue scams — a homeowner facing foreclosure gets an offer for help.
However, this “help” tums out to be either a case of deed theft (see previous item) or an
offer to buy the home for below market rate after convincing the homeowner that if they
go into foreclosure they will lose all of the equity they have built up in their home;

* Broker fees and yield spread premiums — the borrower gets charged both a yield
spread premium and direct broker fees. Yield spread premiums are payments the
mortgage broker receives from a lender based on the difference between the interest rate
and points of the loan the broker entered into with the borrower, and the rate offered by
the lender to the broker for that particular Joan. The yield spread premium is supposed to
used in lieu of the direct fees, not in addition;

* English only documents — even if the loan is negotiated 1n another language (usually
Spanish);

* Pressure at closing — the borrower is not given sufficient time to review the loan
documents, they are told they will miss an opportunity, or that the seller will sue them -
and make them liable for lots of money if they do not go through with the sale; and

= Neglect of lender responsibilities — the borrower is not told about their three-day right
to cancel for refinance loans and/or does not receive their loan documents in advance of
their signing date for review.

In addition, over the past year the Housing Department has heard from several residents in need of
assistance due to their receipt of home loans with payments far beyond what their monthly income
can provide. Finally, Fair Housing Law Project has reported that even if they are able to get the
victim of these practices out of ther home loan, they are often unable to find replacement

refinancing.

Smce 2004, the Housing Department, in a2 umgue parinership with nonprofit and for-profit
organzations and business associations, has been developing an outreach and cducation campaign
to help prevent these abusive mortgage lending practices through informed and empowered
consumers. On November 4", 2005, San José’s campaign went public with the launching of “Don’t
Borrow Trouble Silicon Valley.” Components of the campaign to date include:
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Educational Workshops:

o On October 3, 2005, DBTSV, in coordination with Freddie Mac, sponsored a free
training by the National Consumer Law Center for local services providers on what
predatory lending practices are, how they can be identified, as well as possibie
remedies.

o On December 3", DBTSV put on a comprehensive educational workshop for
residents on how to avoid becoming victims of predatory mortgage lending practices.
The event was held at the MACSA Youth Center and offered workshops in both
English and Spanish.

o Future workshops are currently planned for residents on May 19", in the San José
City Hall, as part of Affordable Housing Week, and on June 3" at Willow Glen High

School.

Informational Flyers: DBTSV has developed two educational flyers to help protect
residents against harmful predatory mortgage lending practices (see Attachments C and
D). The first flyer provides ten steps for perspective borrowers to take before they sign
their loan documents, as well as definitions of some common loan terms. The second
handout provides additional information on comparing loan offers and loan agents, and
lending practices of which to be weary. Additionally, the flyers refer persons with
questions or in need of assistance to the DBTSV free referral line (see next item). These
flyers were translated into multiple languages and distributed at workshops, community
events, in City buildings, libraries, and other agencies that serve the community, and are
available on the DBTSV section of the Housing Department’s website.

Free Referral Line: In order to provide assistance to residents at all stages of the home
mortgage process, DBTSV has implemented a free referral telephone line housed by the
Pro Bono Project of Silicon Valley. This line is staffed by trained professionals who can
offer assistance and referrals to individuals seeking information at any stage of the
mortgage lending process, including setting up a bank account, purchasing a home,
refinancing their current home loan, consolidating debt, taking out a home-equity loan,
and mortgage foreclosure prevention.

Funding: As a supplement to the Housing Department’s in-kind contributions, DBTSV
has received unrestricted funding from Freddie Mac, the Santa Clara County Association
of REALTORS, the California Associaiion of Mortgage Brokers (CAMB), the Silicon
Valley Chapter of CAMB, and NeighborWorksR America (Neighborhood Reinvestment).
In order to engage the widest possible audience, DBTSV will continue to seek additional
funding to provide for newspaper, television, and radio advertisements, billboards, and

signs in VTA stops, buses, and trains.

I will be happy to answer any questions on this memorandum at your April 24, 2006 meeting.
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PUBLIC OUTREACH

The information in this memorandum has been coordinated with local fair housing service providers
as appropriate.

COORDINATION

This memorandum has been coordinated with the Office of the City Attomey.

COST IMPLICATIONS

None.

CEQA

Not a project.

/

Director of Housing

Attachments (4)
cc: Housing Advisory Conmussion
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Open the Door to Fair Housing

‘FAIR HOUSING?

SWHAT1S.

The Fair Housing Act of 1968 was adopted to safeguard against illegal housing
discrimination. The law protects a person’s right to own, sell, purchase, or rent

housing of his or her choice without tear of unlawful discrimination.

Fair housing laws cover nearly every stage of the rental process, including:

Advertising, Screemng, Leasing, and Tenancy

s.
TR

There are some exceptions to-the fair housing laws with regards to:
* Homes in which the landlord lives and rents to just one person
* Housing specifically intended for and occupied by senior citizens

* Single-room occuparicy developments

In order to allow individuals with physical and mental disabilities full and equal
access to housing, in most cases:
» Landlords must make "reasonable accommodations” 1n rules, policies,
practices, or services for their tenants with disabilities, if requested
+ Landlords must allow tenants with a disability to make "reasonable
modifications” to a dwelling or building, if the tenant pays for the changes
« The tenant must restore the premises to the original condition after

vacating the unit

A Jandlord may decide not to rent to an applicant, as long as the same standards
are apphed to everyone, when:

* The available unit is too small for the proposed number of tenants

* The applicant’s income does not cover the rent

* The applicant has a poor credit history

* The applicant has an unfavorable rental history

thFair Housin






