
Ney-Kanjorski Bill a Threat to 
North Carolina Homeowners

North Carolina passed the nation’s first state anti-predatory lending law in 1999, establishing
special protections for borrowers entering into “high-cost” loans and some protections against the
most abusive practices in the mortgage market for all home loans.  The Ney-Kanjorski bill (H.R.
1295) would usurp North Carolina’s ability to protect its homeowners as North Carolina’s strong
anti-predatory lending law would be gutted by this proposed federal legislation.  Further, the
sweeping preemption in the Ney-Kanjorski bill would install a weak federal standard, eliminate
other mortgage protections under North Carolina law and tie the hands of the state from acting in
the future to protect its residents from lending abuses.

H.R. 1295 Would Curtail North Carolina’s Protections Against Abusive
Prepayment Penalties.  North Carolina law bans prepayment penalties on all loans
below $150,000 and includes prepayment penalties in its calculation of whether a loan
has points and fees at a level that triggers its “high-cost” loan protections.  The Ney-
Kanjorski proposal would erase this important protection, allowing prepayment penalties
except for in rare circumstances where the lender refinances its own loan.

H.R. 1295 Would Leave Homeowners Vulnerable to Abusive “Flipping” Practices.
The North Carolina law prohibits flipping on all home loans.  H.R. 1295, on the other
hand, would rescind this protection except for high-cost home loans, allowing lenders to
flip borrowers as long as the loan’s up front fees less than 4.99% of the loan amount each
time. Worse, the prohibition only applies when a refinance is within two years of the
original term and  H.R. 1295 provides a number of safe harbors that even further reduce
the law’s effectiveness.

H.R. 1295 Would Allow Lenders to Finance More Fees into a High-Cost Loan.
North Carolina prohibits the financing of any fees in “high-cost” home loans.  H.R. 1295
would significantly compromise those protections, allowing a lender to finance up to 5%
of the loan amount in conjunction with a high-cost home loan.  Further, the Ney-
Kanjorski proposal would remove North Carolina’s requirements that a borrower receive
counseling prior to obtaining a high-cost home loan.  Both components of North Carolina
law deter abusive loans- North Carolinians will be more likely to receive bad loans
without those important safeguards.

H.R. 1295 Would Roll Back North Carolina’s Remedies and Protections.  North
Carolina applies assignee liability under state usury law to purchased loans that are in
violation of the anti-predatory lending law.  The Ney-Kanjorski bill would roll back this
fundamental protection by replacing the North Carolina law with legislation that fails to
protect borrowers after their loan has been sold to investors.
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“North Carolina’s law works because it is tough but fair, it allows lenders to make credit widely available for
people, but it also protects consumers from abusive practices that can rob them of their home.”

 – North Carolina Attorney General Roy Cooper, August 18, 2004


