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Welcome and Introductions

Brian Berthiaume 

Co-Chair, Housing Committee

LFUC Human Rights Commission

“What is Predatory Lending?”

Raymond Sexton 

Investigator 

LFUC Human Rights Commission


Mr. Berthiaume welcomed everyone to the workshop and thanked Fred Wacker and Brenda Ackinson from the Fannie Mae Foundation for their assistance in preparing the workshop.  The workshop’s focus will concentrate on residential mortgage lending.  Mr. Berthiaume introduced Raymond Sexton, an investigator with the Lexington-Fayette Urban County Human Rights Commission.

Mr. Sexton defined predatory lending as being involved in deception or fraud, manipulating the borrower through aggressive sales tactics or taking unfair advantage of a borrower’s lack of understanding of loan terms.  He discussed the characteristics of a predatory lender and the borrower such lenders prey on.  He added that not all sub prime lenders are predatory lenders, but must be watched.  Mr. Sexton then showed a power point presentation on predatory lending.  He emphasized that borrowers should educate themselves in all areas related to financial practices. He added that the Department of Housing and Urban 




What is the Experience in Our Community with Predatory Lending?

Anna Johnson 

Administrative Specialist Principal 

LFUCG Division of Community Development

Grant Eaton Phelps

Executive Director 

Lexington Habitat for Humanity


Development is a good resource available to everyone.  Mr. Sexton then introduced the first presenter, Anna Johnson, who has worked for the Urban County Government for 20 years and will be discussing experiences of predatory lending in our community.

Ms. Johnson stated she works with the Division of Community Development’s rehabilitation program, which provides assistance to owner occupied housing for the elimination of substandard conditions.  The grants are forgivable loans and she comes in contact with lenders during the subrogation process involving the government’s loans.  She stated that lenders prey on borrowers’ fears in dealing with mainstream lending.  She added that they provide convenience in contacting (phone, mail, media, face-to-face) and implementing loans, i.e. coming to borrower’s home.  Predatory lenders often have high interest rates, 11% - 13%, penalize borrowers for prepayment, and assess high settlement, origination, legal fees and closing costs.  Ms. Johnson emphasized the importance of educating the borrowers and the need for legislature to enforce stricter guidelines.  She added that there are agencies that can help the consumer by offering guidance, reading contracts, reviewing all related papers and checking legitimacy of rates offered by the lender.  

Mr. Phelps introduced himself and explained that Habitat for Humanity is a mortgager for homes, home improvement specialist and lender.  Mr. Phelps stated that it is important to involve the legal system to stop predatory lending.  We must establish a knowledge basis to fight predatory lending.  He added that Habitat for Humanity offers classes for the 1st year for their clients to assist them.  Mr. Phelps stated that predatory lenders target the elderly and that 85% of those in Lexington who have refinanced their homes have lost their homes.

Shirlyne Smoot Mosley

Housing Counselor 

Tenant Services & Housing Counseling, Inc.

Heather Clary 

Director of Communication 

Better Business Bureau

Angela Slaton 

Staff Attorney 

Lexington Fair Housing Council


Ms. Mosley introduced herself and stated that at Tenant Services & Housing Counseling, Inc. they generally see borrowers after they have gotten involved with predatory lenders.  They will come to Tenant Services very frustrated after trying to deal with predatory lenders and realized they have been taken advantage of. Predatory lenders do not respond quickly and will use delay tactics after Tenant Services step in, i.e. they will send information to the client rather than Tenant Services.  Ms. Mosley added that predatory lenders will prey on borrowers who have immediate financial needs.  Meanwhile, the borrowers are hardworking individuals who do not have the time and knowledge to deal with predatory lenders.  She concluded by stating that Tenant Services offers workshops, education and counseling.

Ms. Clary introduced herself and began by stating that borrowers need to request information from the Better Business Bureau before taking out a loan.  Inquiries of this nature were number seven (#7) on their list of phone inquiries for last year.  She stated that borrowers need to read the fine print because they can misinformed by the mortgage company about the actual costs.  She added that the Better Business Bureau can help in some instances and/or refer them to other resources.  In addition, the Better Business Bureau offers classes regarding schemes vs. scams.

Ms. Slaton introduced herself and began with a “typical” description of a predatory lending victim: senior, female, fixed income, and has debt she wants to pay off.  Ms. Slaton gave an example of a predatory lending complaint received at the Fair Housing Council and shared a person experience regarding her own mother being the target of a predatory lender.

What Can We Do to Protect Our Community from Predatory Business Practices?

Edward “Marty” Bryan 

Senior Mortgage Loan Company Examiner 

Department of Financial Institutions

Cynthia Thornburg 

Housing Manager 

Kentucky Commission on Human Rights




Mr. Bryan introduced himself and explained that his job was to examine mortgage brokers.  He stated that borrowers need to begin their financial planning in high school.  They need to understand what they are signing and understand that they have the right to rescind.  He warned borrowers to watch out for telemarketers.  He added that most borrowers don’t want to file a complaint because of embarrassment.  Mr. Bryan stated that there is no protection under the law, that no there are no penalties under federal regulations, but may vary from state to state.  The Kentucky Department of Financial Institutions is not regulated for FHA loans.  Companies come in from other states and Kentucky law does nothing to prevent this.  There are no regulations from HUD for sub prime loans, only FHA loans.  However, HB 235 is pending, which would require all loan officers to register.  He stated that the consumers must educate themselves before applying for loans.  He stressed that if you see it happening, report it in writing.  He added that another problem is some real estate agents and brokers are recording bogus amounts in contracts and that appraisal fraud is occurring.  He concluded that sub prime lending practices have increased and something needs to be done to stop it.

Ms. Thornburg began by introducing herself and stated that the Kentucky Commission on Human Rights can only protect people from what is covered by law.  However, the Commission can do research to aid in implementing new laws.  She stressed that it is important to educate ourselves and work together to stop predatory lending practices.
Harold Turner 

Assistant Attorney General 

Attorney General’s Office of Consumer Affairs

Frederick Wacker 

Director 

Southeast Regional Office, Fannie Mae Foundation


Mr. Turner introduced himself and began by stating that the country is built on home ownership.  As the baby boom generation ages, their retirement benefits are being eroded.  He stated that many people think that predatory lending is illegal, while many of their practices are, in fact, legal.  However, if there is fraud, it can be investigated.  He added that predatory lenders target areas with elderly people and areas where people own homes.  Mr. Turner then explained HOPA: Home Ownership Protection Act, which contains disclosure requirements.  HOPA is triggered when the interest rate for a loan is 10% above prime or 8% for points and fees.  If HOPA applies, lender is prohibited from paying proceeds to contractor.  Mr. Turner added that in North Carolina, borrowers are required to receive education before signing loans.

Mr. Wacker introduced himself and stated that Fannie Mae is 100% devoted to helping families achieve the American dream: home ownership.  They also help them keep their homes.  Fannie Mae provides access to information and knowledge through: 1) education, 2) educating legitimate lenders to target markets, develop special products and services, and 3) public policy: develop personal finance skills.  Fannie Mae puts written materials in the hands of borrowers and helps youth understand importance of good credit.  They offer various programs and have developed materials to help government and lenders understand the needs of these distressed communities.  Fannie Mae has also developed a web site and knowledge-plex.

Sue Darling  

Director 

Louisville Program Center, HUD Region IV 

Office of Fair Housing and Equal Opportunity

Brenda Ackinson 

Director

Fannie Mae Kentucky Partnership Office


Ms. Darling introduced herself and began by stating that her office has jurisdiction in Kentucky, Tennessee, North Carolina and South Carolina.  She stressed the importance of education and outreach to help the community and its citizens.   She stated that predatory lending will stop through legislation.  Senate Bill 145, which is modeled after North Carolina legislation, will be a step towards stopping predatory lending.  She added that the Fair Housing Act does not cover predatory lending, only discrimination.  However, they will take predatory lending cases if discrimination is also involved.  HUD has prepared three (3) pamphlets for new homeowners.  She added that one of the biggest mistakes of homeowners is when they cannot pay their mortgage, they do not call the lender.  Ms. Darling stated that in 2000, HUD put together a task force to study predatory lending and implemented the first pilot project to reduce predatory lending.

Ms. Ackinson introduced herself and began by explaining what Fannie Mae does.  Fannie Mae was originally run by the government, but became independent in 1968. Fannie Mae provides capital and provides liquidity to financial institutions.  Fannie Mae has criteria for lenders to operate by:  1) not steer customers to higher-rate products; 2) importance of ability to repay; and 3) lenders must report how customers perform.  Fannie Mae also helped implement the Consumer Bill of Rights which provides 1) right to access mortgage credit, 2) lowest-cost mortgage for which consumer qualifies, 3) know true cost of mortgage, 4) be free of regulatory burden and 5) to know what is behind mortgage lender’s decision.  Ms. Ackinson concluded by stating that a task force is needed to tear down regulatory barriers.

Concluding Remarks

Commissioner Brian Berthiaume


Commissioner Berthiaume concluded the workshop by summarizing the events and thanking everyone for attending.  He stated the conference materials would soon be available on the Commission website and that the Commission staff would update the workshop attendees.

